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2. Project Description 

Palmer Healthcare Center (“PHC” or the “Facility”) is a 61-bed skilled nursing facility located on 

12.6 acre campus in Palmer, Massachusetts that has been serving the greater Palmer community 

for over 55 years. It is the only nursing facility of its kind in the area, serving a high Medicaid 

population (approximately 80%) and providing specialized services to residents requiring 

geriatric-psychiatric and Alzheimer’s care in a locked environment. PHC was built in 1963 and is 

a single story, 20,976 gross square feet (“GSF”) building with 20 rooms as follows: 5 rooms are 

quads; 11 rooms are triples; 4 rooms are doubles; and there are no single rooms. The de-

densification licensure requirements for long-term care facilities at 105 CMR 150.320(B) (the “De-

Densification Requirements”) would reduce the Facility to only 40 beds, which is less than the 

size of a unit designed for maximal efficiency (i.e., 41 beds) as recognized by DPH1 and would 

not be sufficient to serve the Applicant’s Patient Panel. 

The Applicant proposes to construct a modern, state-of-the-art de-densified 82-bed2 replacement 

skilled nursing facility on the same campus as the Facility (the “Replacement Facility” or the 
“Proposed Project”). The Replacement Facility will replace the Facility and comply with the De-

Densification Requirements. The Replacement Facility will be a two story, 46,225 GSF building 

with 82 beds. There will be 41-beds on each floor (21 rooms per floor – 20 hybrid3 semi-private 

rooms and 1 single room), plus an enclosed exterior garden and a secured roof patio. The second 

floor of the Replacement Facility will be a locked 41-bed memory care unit certified by the 

Department as a dementia special care unit (“DSCU”) which will allow the Applicant to continue 

to serve its existing Patient Panel. The first floor of the Replacement Facility would be a 41-bed 

unit to serve short-term and long-term residents who do not need a DSCU. The short-term and 

long-term units on the first floor would serve a different patient population than the one PHC 

currently serves. It is important that there are skilled nursing care services that do not require a 

locked unit available to the Palmer community. As discussed in the application, PHC regularly 

has to turn away referrals of residents needing these services. The Proposed Project will ensure 

that such residents will be able to receive care close to home in a community that has high health 

needs coupled with numerous social and economic challenges which contribute to the health 

inequities.  

1 See, 105 MASS. CODE. REGS. 150.300(A) (2021). 
2 The Replacement Facility will consist of 82 Level II beds. The Applicant will convert its 61 Level III beds to 

Level II beds and will add 21 Level II beds. Walter Mackie, Licensure Unit Coordinator, Division of Health Care 

Facility Licensure and Certification confirmed that a DoN is not required to convert Level III beds to Level II beds 

and that it only requires plan approval and prior notice to the Department. 
3 A semi-private hybrid room meets the licensure requirements for single room and can be used as a single or double 

as needed by the Applicant. 
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The Proposed Project also proposes to add 21-beds4 and will provide access to treatment and/or 

services at the Facility for individuals with various types of short and long-term skilled care needs 

in both locked and unlocked units. In particular, the Replacement Facility will have the capacity 

to serve: (1) individuals with the following mental health disorders: a geriatric-psychiatric or 

dementia diagnosis who need access to skilled nursing care in a secure facility; and (2) individuals 

with COVID-19 (or other similar infectious, airborne diseases). To serve these resident 

populations, the Applicant is maintaining its secure memory unit, and ensuring that it has an easy 

and quick means to cohort and isolate residents with suspected or positive COVID-19. Each floor 

of the Replacement Facility will have a special care room for isolation of residents with COVID-

19 or other respiratory illnesses. In addition, the Applicant would use room at the end of the unit 

on the first floor which will have access to separate entrance and exits if needed as the primary 

area to cohort and isolate residents in the event of an outbreak.    

The Proposed Project will capitalize on the Applicant’s successful infection control measures at 

the Facility. The Replacement Facility will have a separate entrance and exit vestibule which 

enhances screening and infection control measures and there will be a handwashing sink near the 

Replacement Facility’s entrance. The Replacement Facility will have a layered approach to 

maximizing outdoor air ventilation and/or reducing recirculation of air indoors, consistent with the 

layered approach described in the Centers for Disease Control and Prevention Guidelines. The 

Replacement Facility’s mechanical systems will include a state-of-the-art VRF forced air HVAC 

system which can provide both heating and cooling in separate rooms or zoned areas throughout 

the building, ensuring the health, comfort, and well-being of the residents, families and staff. The 

building systems include mechanical fresh air provided by a series of Energy Recovery Ventilators 

(ERV’s) which pre-condition incoming outside air with heated or cooled air, thereby increasing 

energy efficiency and maximizing infection control by achieving the required level of air 

exchanges and filtering the fresh air with MERV-13 filtration throughout the building, which 

effectively targets airborne contaminants. Additionally, the Replacement Facility will have a 

localized air filtration and interior mechanical air exchange which has been shown to improve the 

indoor air quality (IAQ) and further mitigate air contamination.  

The Proposed Project will also address more than one of the DoN health priorities.  The Proposed 

Project will meet the DoN regulation’s health priorities of social and built environment in that the 
Replacement Facility will have a modern environment with open and bright common spaces that 

will allow for increased resident socialization and enhanced emotional wellbeing. This will help 

to minimize the isolation and lack of engagement that contributes to loneliness, depression and 

negative impacts on overall health in elders – and particularly in elders with mental health 

diagnoses. The Proposed Project will also meet the health priority of employment. The Applicant 

currently employs approximately 89 individuals, many of whom are long-term employees. Most 

4 The Department of Public Health authorized the Applicant’s request to add twenty-one (21) new Level II long-

term care beds to its 61-bed skilled facility on July 2, 2021 pursuant to the April 28, 2021 Memorandum 

“Applications for Determination of Need from Long-Term Care Facilities”. 
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of Applicant’s workforce lives locally and the Facility is an important economic engine in this 

low-income area. The Proposed Project will allow the Applicant not only to retain but to expand 

the workforce, creating further opportunities for the surrounding communities.  

F.1.a.i Patient Panel: 

Describe your existing Patient Panel, including incidence or prevalence of disease or 

behavioral risk factors, acuity mix, noted health disparities, geographic breakdown 

expressed in zip codes or other appropriate measure, demographics including age, 

gender and sexual identity, race, ethnicity, socioeconomic status and other priority 

populations relevant to the Applicant's existing patient panel and payer mix. 

PHC is a small facility (61-bed skilled nursing beds) located in a rural, high-needs area. From 

January 1, 2018 through December 31, 2020, the Patient Panel consisted of 97 residents (57 

female, 40 male). The ages of the Patient Panel range from 50-99 years of age with the average 

age of the Patient Panel being 70-79. 71% of the Patient Panel is from Hamden County with 

approximately 42.2% of the Patient Panel from zip codes of towns and cities within 10 miles and 

34% of the Patient Panel from zip codes of towns and cities within 20 miles of the Facility. The 

Patient Panel self-identified as 55% White, 4% Hispanic, 2% Black, and 39% unknown. The 

Facility serves a high volume of government payers. At the time of admission, many residents are 

admitted with Medicare Part A as the payer; however, once the resident is no longer eligible for 

Medicare they convert to MassHealth or private pay. This conversion typically happens within the 

first fifty days of a resident’s stay at the Facility. From Jan 1, 2019 through December 31, 2020 

the Patient Panel payer mix at the time of admission was 52% Medicare, 38% Medicaid 

(MassHealth and MCOs) and 9% commercial insurance and private pay. However, because of the 

long lengths of stay at the Facility as discussed below, a more typical payer mix for the Facility is 

captured monthly. For example, as of August 2021, the payer mix was 10% Medicare, 80% 

Medicaid (MassHealth and MCOs) and 10% commercial insurance and private pay. 

The Applicant operates at or near capacity most of the time and often has to turn away referrals. 

For example during the CY 2021, PHC had on average 31 referrals per month that it could not 

accommodate. The referrals include individuals with behavioral health diagnosis that could be 

cared for in both locked and unlocked units, and individuals needing the short and long-term care 

that the Proposed Project will provide in the unit on the first floor. 

From June 2017 to May 2019, the Applicant served 94 unique residents with a total of 59,785 

resident days as follows: 

Resident Days By Year 

Resident Days 

Level II 

1/1/2018-12/31/18 19,231 

1/1/2019-12/31/19 20,457 
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1/1/2020-12/31/20 20,097 

PHC provides activities of daily living (“ADLs”) such as bathing and dressing and skilled 

nursing services.  The Patient Panel has a high level of cognitive impairment and has more 

behavioral than medical needs as evidenced by the average Medicare case-mix index of 1.34 to 

1.38 and average MMQ score of N.  This results in higher levels of physical therapy and 

occupational therapy being provided to the Patient Panel than skilled care. The Patient Panel is 

at risk for and /or present with declines in swallowing and nutritional intake, self-feeding, 

balance, muscle weakness and mobility and ADL performance.  They also have diagnosis that 

include the need for pain management.  Occupational, physical and speech therapy help the 

Patient Panel adopt to the environment, promotes the highest level of independence and safety 

and enhances the quality of life. Approximately 23% of the Patient Panel are on anti-psychotic 

medications, many times it is because the residents have a dual diagnosis of dementia and 

schizophrenia or bipolar disorder.   

The majority of the Patient Panel has midlevel to advanced dementia, which results in an average 

length of stay at the Facility of 3.2 years. This length of stay is longer than a typical nursing 

facility.  In addition, residents are typically not discharged back into the community after coming 

to PHC as they are at risk of wandering because of their dementia.  There are, however, from 

time-to-time, short term stays and residents with low-level dementia whose physical health 

improves, resulting in discharge to a lower level of care or home. The Facility’s staff has 

received training to be attuned to the specific needs of its residents.  

F1.a.ii Need by Patient Panel: 

Provide supporting data to demonstrate the need for the Proposed Project. Such data 

should demonstrate the disease burden, behavioral risk factors, acuity mix, health 

disparities, or other objective Patient Panel measures as noted in your response to 

Question F1.a.i that demonstrates the need that the Proposed Project is attempting to 

address. If an inequity or disparity is not identified as relating to the Proposed Project, 

provide information justifying the need. In your description of Need, consider the 

principles underlying Public Health Value (see instructions) and ensure that Need is 

addressed in that context as well. 

There is a demonstrated need for the provision of short and long-term skilled nursing facility 

services in Palmer. The Baystate Health Community Needs Assessment found that Palmer was 

one of the two communities that “had consistently higher rates for the majority of health conditions 

identified as prioritized health needs.”5 For example, it found that the town of “Palmer has more 
than double the rate of mental health hospitalizations (1,744 per 100,000) as the state-wide rate 

5 PUB. HEALTH INST. OF W. MASS., COMMUNITY NEEDS ASSESSMENT, 69 (2019) (Adopted by the Baystate Health 

Board of Trustees on Sept. 10, 2019) (available at https://www.baystatehealth.org/-/media/files/about-

us/community-programs/community-benefits/2019-community-health-needs-assessments/baystate-wing-2019-chna-

report-final-web.pdf?la=en). 
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(854 per 100,000).”6 It also found that “[a]bout 30% of older adults experience depression” in 

Palmer, while 15% of people over the age of 65 in Palmer have some form of Alzheimer’s or 

dementia.7 The report found that Palmer “disproportionately experience[s] numerous social and 
economic challenges which contribute to the health inequities, such as lower household incomes 

and lower educational attainment levels.”8 

In addition, Baystate Wing Hospital, a 74-bed community hospital is located less than a mile from 

the Facility. The Hospital provides inpatient and outpatient behavioral health through the 

Griswold Behavioral Health Center and the Center for Geriatric Psychiatry. The Facility has a 

close relationship with the Hospital, which serves a primary referral source. In addition, the 

Facility also receives many referrals from other skilled nursing facilities who are unable to 

accommodate the behavioral needs of residents.   

Through ongoing discussions with the Hospital and its orthopedic team, the Applicant has 

identified a need for short-term rehabilitation beds in the community so that patients can stay in 

their local community and receive their short-term rehabilitation care. Currently, the Facility is 

locked and is mostly triples and quads, which cannot accommodate these residents. Additionally, 

when residents need to step down from a locked unit they have to be transferred to another facility. 

The Proposed Project would allow them to remain at PHC with their same caregivers and ensure 

continuity of care and reduction of transfer trauma. 

As noted above, the Applicant is currently not able to meet the current demand. The Proposed 

Project will assist in meeting this need. In addition, the modern state-of-the art build environment 

will be specifically designed to address the behavioral health needs of the Patient Panel where the 

role of the physical environment is crucial to supporting their care and providing an atmosphere 

of familiarity that can positively contribute to their health outcomes9. 

F1.a.iii Competition: 

Provide evidence that the Proposed Project will compete on the basis of price, total medical 

expenses, provider costs, and other recognized measures of health care spending. When 

responding to this question, please consider Factor 4, Financial Feasibility 

and Reasonableness of Costs. 

The Facility is fully Medicaid-certified, and the Replacement Facility will maintain full Medicaid 

certification. As noted above, the Facility is located in a high-needs area. In fact, the Facility 

historically qualified for a MassHealth low-income municipality adjustment.10 Accordingly, the 

6 Id. at 50. 
7 Id. at 52. 
8 Id. 
9 Bram de Boer et al., The Physical Environment of Nursing Homes for People with Dementia: Traditional Nursing 

Homes, Small-Scale Living Facilities, and Green Care Farms, 6(4) HEALTHCARE (BASEL) 137 (Nov. 26, 2018), 

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC6315793/ 
10 See 101 MASS. CODE. REGS. 206.06 (15) (2021) (provides that a “nursing facility will be eligible for a Low-

income Municipality Adjustment to its payment rate if it is located in a city or town in Massachusetts with a median 
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Applicant has always provided services to a large number of MassHealth members at the Facility 

and intends to continue to serve a significant MassHealth resident population at the Replacement 

Facility. 

PHC is rated a four-star facility by the Centers for Medicare & Medicaid Services (CMS). PHC’s 
average daily census is approximately 84%. The government payer mix for the Facility on average 

is 90% (10% Medicare; 80% Medicaid and MCOs). 

In addition, the Replacement Facility will include modern, efficient building systems that will, in 

both the short and long run, reduce the Applicant’s high maintenance cost in place at the old 

Facility and lower the Applicant’s utility costs per square foot. Even though the Proposed Project 

is larger than the Facility, the technology advances and build environment has significantly 

improved since when the Facility was built in 1963 and will provide a high level of comfort, health 

and air quality to the residents. 

The Proposed Project will not impact the Applicant’s ability to compete on price, total medical 

expenses, provider costs, and other recognized measures of health care spending. The rates of 

payment for its residents who are Medicare and Medicaid beneficiaries will not be impacted and 

are determined by government programs based on resident acuity and other regulated add-ons.  

The rates for its very small percentage of private pay residents will be competitive with the other 

facilities in the area.  

F1.b.i Public Health Value /Evidence-Based: 

Provide information on the evidence-base for the Proposed Project. That is, how does the 

Proposed Project address the Need that Applicant has identified. 

A primary reason for the Proposed Project is to comply with the De-Densification Requirements. 

The De-Densification Requirements limit nursing facilities rooms of no more than two beds and 

updates spacing / square footage room requirements to provide for better physical distancing of 

nursing home residents to protect against the spread of COVID-19. Since the outbreak of COVID-

19, research has found that there is a higher incidence of COVID-19 cases and mortality in small 

rooms with multiple beds11 and the Centers for Disease Control (CDC) states that older adults 

living in congregate settings are at high risk of being affected by respiratory and other pathogens, 

such as SARS-COV-212. The CDC guidance highlights that a strong infection prevention and 

household income level that is below the 20th percentile of median household income across all Massachusetts cities 

and towns, based on the US Census Bureau’s 2013–2017 American Community Survey (ACS) data.”) 
11 Kevin A. Brown et al., Association Between Nursing Home Crowding and COVID-19 Infection and Mortality in 

Ontario, Canada, 181(2) JAMA INTERN MED., 229–36 (Nov. 9, 2020), available at 

https://jamanetwork.com/journals/jamainternalmedicine/fullarticle/2772335; Sheryl Zimmerman et al., 

Nontraditional Small House Nursing Homes Have Fewer COVID-19 Cases and Deaths 22(3) J. AM. MED. DIR. 

ASS’N 489-93 (Jan. 25, 2021), available at https://www.jamda.com/article/S1525-8610(21)00120-1/fulltext 
12 See CTRS. FOR DISEASE CONTROL AND PREVENTION. KEY POINTS, https://www.cdc.gov/coronavirus/2019-

ncov/hcp/long-term-care.html (last updated Sept. 10, 2021). 
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control program as well as social distancing and the ability to isolate residents is critical. A few 

recent studies also found that redesigned nursing facilities to allow for social distancing and 

isolating residents will fare better in light of what is known about COVID-19 and can contribute 

to increased infection control13.   

Building a Replacement Facility will not only put the Applicant and PHC in compliance with the 

De-Densification Requirements but it will capitalize on PHC’s successful infection control 

practices.  As described in the Project Description, the Replacement Facility will have the state-

of-the-art mechanical systems to maximize ventilation and reduce recirculation of indoor air to 

mitigate air contamination.  The Replacement Facility will also have a sink near the entrance and 

many other handwashing stations throughout the building for hand hygiene. There is also ample 

outdoor space that will allow for outdoor activities and visitations, weather permitting.  This will 

position PHC to better address COVID-19 and other outbreaks that may occur at a skilled 

nursing facility serving a vulnerable, elderly population. 

F1.b.ii Public Health Value /Outcome-Oriented: 

Describe the impact of the Proposed Project and how the Applicant will assess such impact. 

Provide projections demonstrating how the Proposed Project will improve health 

outcomes, quality of life, or health equity. Only measures that can be tracked and 

reported over time should be utilized. 

As described above, the Proposed Project will comply with the De-Densification Requirements 

and provide enhanced infection control. As described in the Project Narrative, the Proposed Project 

will allow the Applicant to care for infected residents in a new, modern facility with appropriate 

ventilation systems designed to minimize airborne disease transmission and give the Applicant 

flexibility to effectively isolate and quarantine infected residents. The Applicant will have a 

dedicated Infection Preventionist on staff, as defined by the Centers for Medicare and Medicaid 

Services, who will work with the Applicant on the Proposed Project to identify and mitigate 

infection control risks and will continue to provide regular, ongoing infection control training to 

its staff. To assess the impact of the Proposed Project, the Applicant will monitor hospital 

readmissions, COVID-19 testing, COVID-19 infection rate data and resident satisfaction. 

F1.b.iii Public Health Value /Health Equity-Focused: 

For Proposed Projects addressing health inequities identified within the Applicant's 

description of the Proposed Project's need base, please justify how the Proposed Project 

will reduce the health inequity, including the operational components (e.g. 

culturally competent staffing). For Proposed Projects not specifically addressing a health 

disparity or inequity, please provide information about specific actions the Applicant is and 

13 Terry T. Fulmer et al., Reimagining Nursing Homes in the Wake of COVID-19. NATL. ACAD. MED. (Sep. 21, 

2020), https://doi.org/10.31478/202009a; Diana C. Anderson et al., Nursing Home Design and COVID-19: 

Balancing Infection Control, Quality of Life, and Resilience. 21(11) J. AM. MED. DIR. ASS’N. 1519-24 (Oct. 31, 

2020), https://www.ncbi.nlm.nih.gov/pmc/articles/PMC7603995/ 
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will take to ensure equal access to the health benefits created by the Proposed Project and 

how these actions will promote health equity. 

The Applicant has always and will continue to promote health equity.  PHC does not discriminate 

on the basis of race, color, religion (creed), gender, gender expression, age, national origin 

(ancestry), disability, marital status, sexual orientation, or military status, in any of its activities or 

operations and accepts all appropriate residents.  

PHC serves a high volume of MassHealth beneficiaries as noted throughout the application. Many 

of the MassHealth residents are underserved or difficult-to-place, and because PHC is currently 

operated as a fully locked facility, the entire Patient Panel has behavioral health diagnoses. The 

Proposed Project will continue to serve the Patient Panel, but also proposes to expand so that it 

can provide a more diverse set of skilled nursing services meeting the broader long-term care needs 

of its community.          

F1.b.iv Provide additional information to demonstrate that the Proposed Project will result 

in improved health outcomes and quality of life of the Applicant's existing Patient Panel, 

while providing reasonable assurances of health equity. 

The Replacement Facility will increase efficiency and continue to improve the Patient Panel’s 
health outcomes and quality of life. The Applicant anticipates that the Proposed Project will 

continue to serve a diverse patient population including a high percentage of MassHealth 

beneficiaries. The second floor of the Proposed Project will be a locked DSCU unit and PHC will 

continue to serve individuals with behavioral health diagnosis, many of whom cannot be 

appropriately cared for in other area skilled nursing facilities because of other facilities’ physical 

plant limitations. 

F1.c Provide evidence that the Proposed Project will operate efficiently and effectively by 

furthering and improving continuity and coordination of care for the Applicant's Patient 

Panel, including, how the Proposed Project will create or ensure appropriate linkages to 

patients' primary care services. 

The Proposed Project will continue to ensure appropriate linkages to patient’s primary care 
services and other community services by utilizing the model that is currently in place at the 

Facility. Currently the Facility experiences few discharges, so this model will be more widely 

deployed with the Proposed Project. 

Starting at admission, the Facility coordinates with a resident’s primary care provider. If the 
resident is a short-term resident, the resident’s primary care provider from the community will be 

involved in the resident’s care and have regular and ongoing communication with the Facility. If 
the resident is a long-term resident, over time the resident typically transitions his or her primary 

care to the Facility’s medical director who has ongoing and regular involvement in the resident’s 
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care. In addition to coordinating with residents’ primary care providers, the Facility coordinates 
with the residents’ families who can be involved in residents care depending on a resident’s needs 

and/or desires.   

At the time of discharge, the Facility’s social worker and nursing staff, led by the Director of 

Nursing, coordinate the discharge process to ensure that the resident has the appropriate 

community support in place for the transition home, to an assisted living residence or another 

nursing facility. This includes, but is not limited to, ensuring that there is a post-discharge visit 

scheduled with the resident’s primary care providers, and coordinating with community providers 

and agencies based on a resident’s needs and individual care plan such as visiting nurse, elder 

services, private home care, elder services at risk or hospice/palliative care. For those residents 

who are ready for discharge but who may not be safe to be at home, there is a community resource 

that works with families and the Facility to help find an appropriate assisted living residence.  

F1.d Provide evidence of consultation, both prior to and after the Filing Date, with all 

Government Agencies with relevant licensure, certification, or other regulatory oversight 

of the Applicant or the Proposed Project. 

The Applicant and its representatives have had discussions with the Department of Public Health 

Determination of Need Program. 

F1.e.i Process for Determining Need/Evidence of Community Engagement: For assistance 

in responding to this portion of the Application, Applicant is encouraged to review 

Community Engagement Standards for Community Health Planning Guideline. With 

respect to the existing Patient Panel, please describe the process through which Applicant 

determined the need for the Proposed Project. 

The Applicant has had conversations about the Proposed Project with a variety of stakeholders in 

the greater Palmer community as detailed in F1.e.ii. 

F1.e.ii Please provide evidence of sound Community Engagement and consultation 

throughout the development of the Proposed Project. A successful Applicant will, at a 

minimum, describe the process whereby the “Public Health Value” of the Proposed 
Project was considered, and will describe the Community Engagement process as it 

occurred and is occurring currently in, at least, the following contexts: Identification of 

Patient Panel Need; Design/selection of DoN Project in response to “Patient Panel” 
need; and Linking the Proposed Project to “Public Health Value”. 

As noted above, the Applicant had discussions with a variety of stakeholders in the greater Palmer 

community concerning the Proposed Project. The Applicant also had discussions with State and 

local officials, HealthDrive (the Facility’s mental health/geri-psych provider), Baystate Wing 

Hospital, and Palmer’s own employees and staff. Everyone has been supportive of the Proposed 

Project and the need to keep skilled care in the local community and preserve the locked unit. The 
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Applicant has also sent out a letter to the Facility’s neighbors introducing the Proposed Project.  

Upon approval of the Proposed Project, the Applicant will update its residents and their families 

about the Replacement Facility and projected timeline. 

Factor 2: Health Priorities 

Addresses the impact of the Proposed Project on health more broadly (that is, beyond the 

Patient Panel) requiring that the Applicant demonstrate that the Proposed Project will 

meaningfully contribute to the Commonwealth's goals for cost containment, improved 

public health outcomes, and delivery system transformation. 

The Proposed Project will ensure that the Facility complies with the De-Densification 

Requirements which in part were implemented to ensure that residents in skilled nursing facilities 

had adequate privacy and that the facilities could implement effective infection control policies 

and procedures to address COVID-19 and future infectious diseases. 

F2.a Cost Containment: 

Using objective data, please describe, for each new or expanded service, how the Proposed 

Project will meaningfully contribute to the Commonwealth's goals for cost containment. 

The Proposed Project will be a state-of-the-art building with a number of operational efficiencies. 

The Replacement Facility will meet or exceed certifiable “silver level,” or equivalent, of the 

Leadership in Energy and Environmental Design-health Care (LEED-HC) Green Guide for 

Healthcare (GGHC). It will be energy efficient and have modern mechanicals, including air 

ventilation system. The floor plan is also designed to maximize resident care and work flow 

efficiencies. The Proposed Project is also primarily hybrid semi-private rooms which provides 

for the Applicant flexibility to go from singles to doubles adopt based on census and current need, 

provides for resident privacy, and will maximize infection control and help minimize any future 

COVID-19 or other infection disease outbreaks. The addition of the 21 beds will slightly increase 

staffing costs; however, the overall project will improve the health and wellbeing of the patient 

panel and the overall operating costs of the building will decrease as compared to maintaining an 

old, in efficient facility.  

F2.b Public Health Outcomes: 

Describe, as relevant, for each new or expanded service, how the Proposed Project will 

improve public health outcomes. 

As noted above, the Proposed Project will comply with the De-Densification Requirements and 

will have private and semi-private rooms and physical plant that maximizes infection control, 

which will help minimize any future COVID-19 or other outbreaks. In turn, this will lower and 

ideally prevent hospitalized readmissions and improve on the already successful public health 

outcomes that PHC has achieved for its Patient Population. As noted above, PHC’s residents have 
a long average length of 3.2 years and have had positive health outcomes from the care they receive 

at PHC. Expanding the beds at the Proposed Project will allow PHC to provide its skilled nursing 
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services to more individuals and likewise contribute to their positive health outcomes and reduce 

burdens on the local families that cannot care for these individuals at home. 

F2.c Delivery System Transformation: 

Because the integration of social services and community-based expertise is central to goal 

of delivery system transformation, discuss how the needs of their patient panel have been 

assessed and linkages to social services organizations have been created and how the social 

determinants of health have been incorporated into care planning. 

As a majority of PHC’s residents are long-term, with the Proposed Project, PHC can provide the 

appropriate psychosocial support and address social determinant of health needs, including 

nutrition and stable housing. PHC provides an atmosphere and a community that prevents isolation 

and contributes to improved mental and physical well-being. Because the Patient Panel all has 

some level of cognitive disorders, there are activities provided throughout the day that are tailored 

to stimulate residents with these diagnosis. There are opportunities to go outside and when 

appropriate, have performers at the Facility. For residents who are not able to leave their room, 

there are different activities and multiple daily visits by staff to prevent isolation. Recently PHC 

has introduced music therapy.  There are also tablets available for the residents. 

PHC has always been connected to the local community. Prior to COVID-19, PHC regularly 

visited local senior centers and provided outreach and education on their services. In addition, 

F1.c discusses the community supports that PHC works to have in place upon discharge. 

Moreover, as described above, PHC encourages the small number of families who have a loved 

one discharged from PHC to directly contact PHC if they are concerned for their loved one’s safety 

once at home because of the behavioral health diagnosis. Under the Proposed Project, this program 

would be expanded.  This allows PHC to directly admit the individual back to the Facility instead 

of the hospital, which also helps with the health outcomes and cost containment discussed above 

in F1.b and F2.a.    

Factor 5: Relative Merit 

F5.a.i Describe the process of analysis and the conclusion that the Proposed Project, on 

balance, is superior to alternative and substitute methods for meeting the existing Patient 

Panel needs as those have been identified by the Applicant pursuant to 105 CMR 

100.210(A)(1). When conducting this evaluation and articulating the relative merit 

determination, Applicant shall take into account, at a minimum, the quality, efficiency, and 

capital and operating costs of the Proposed Project relative to potential alternatives or 

substitutes, including alternative evidence-based strategies and public health interventions. 

Proposal: The Proposed Project is a request to construct a modern, state-of-the art de-

densified 82-bed replacement facility on the same campus as the Facility.  
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Quality: The Proposed Project would enable the Applicant to comply with the De-

Densification Requirements and modernize its old facility so that it can continue 

to care for the Patient Panel with both short and long-term needs, behavioral 

health challenges and an environment that is specifically designed for enhanced 

infection control in compliance with COVID-19 guidance.  

Efficiency:  The Proposed Project would allow the Applicant to be more efficient and operate 

in a more cost effective manner. 

Capital Expense: The total capital expenditure for the Proposed Project is $18,838,384.00. 

Operating Costs: Operating costs for building maintenance will decrease as described in 

Section F2.a, but there will be a cost increase related to the additional 

clinical staff needed to manage the additional 21 beds that will be part of 

the Proposed Project and related to the increased food and supplies. The 

Proposed Project also will meet the health priority of employment.  The 

Proposed Project will allow the Applicant not only to retain but to expand 

the workforce, creating further opportunities for the surrounding 

communities 

Option 1: 

Alternative Proposal:   There is no alternative proposal to the Proposed Project.  The 

Applicant is precluded from renovating the current facility due to zoning, abutting 

wetlands, and parking limitations which do not allow for compliance with the De-

Densification Requirements.   

Alternative Quality: NA 

Alternative Efficiency: NA 

Alternative Capital Expense:   NA 

Alternative Operating Costs:   NA 

F5.a.ii Describe the process of analysis and the conclusion that the Proposed Project, on 

balance, is superior to alternative and substitute methods for meeting the existing Patient 

Panel needs as those have been identified by the Applicant pursuant to 105 CMR 

100.210(A)(1). When conducting this evaluation and articulating the relative merit 

determination, Applicant shall take into account, at a minimum, the quality, efficiency, and 

capital and operating costs of the Proposed Project relative to potential alternatives or 

substitutes, including alternative evidence-based strategies and public health interventions. 

The Applicant considered the above options to meet its Patient Panel’s need, and building a 

Replacement Facility was found to be the only feasible option.  It achieves operational 
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efficiencies, meets the De-Densification Requirements, and implements the most-current 

infection control measures.  

2843\0022\734964.7 
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PROCESS OVERVIEW 

Management’s Projections 

CliftonLarsonAllen LLP (CLA) was requested by the management of Wellman Healthcare Group, Inc. to 
read the financial projections prepared by Wellman Healthcare Group, Inc. (“Management” or 
“Wellman”) for the projected years ending December 31, 2021 through 2026 and benchmark the 
stabilized year of Management’s projection. 

We have not compiled or examined any of the financial data utilized in the benchmarking analyses and 
express no assurance of any kind on it. Furthermore, even if the assumptions disclosed herein were to 
materialize, there will be differences between projected and actual results, because events and 
circumstances frequently do not occur as expected and those differences may be material. These analyses 
are intended for the internal use of Management and the Massachusetts Department of Health 
Determination of Need Program (DoN) and are not intended to be and should not be used or relied on by 
anyone other than these specified parties. 

BENCHMARK STAFFING AND COST ANALYSIS 

Providers in Hampden County were used to benchmark Management’s projections. Wellman’s 2019 
Medicare and Medicaid cost report data were compared to Hampden County Medicare and Medicaid cost 
report data for the most recent available period of 2019. The data was then projected out to 2026 with 
an applied 2% revenue inflation factor and 2% expense inflation factor. 

MANAGEMENT’S PROJECTIONS 

Occupancy/Payer Mix/Revenue per Patient Day 

Projected revenue consists of revenue from operating the skilled nursing facility. Management’s baseline 
projected revenue for the first year of the projection, 2021, was derived from interim financial data for 
the current period, management’s historical experience of operating the Facility, and current 
reimbursement and nursing home regulations. This information and the estimated impact of COVID‐19 
on operations, was utilized to project and establish a baseline for the projection; 2021. Management 
utilized the average daily census through April of 2021 to establish the base occupancy and mix for 2021. 
Future years were projected utilizing assumptions for rate increases and operating expenses, and any 
known changes for operating the renovated facility during the Projection Period. Additionally, 
Management assumed occupancy levels would return to normal levels by 2022. 

Historical Operations 

Historical Average Occupancy 
December 31, 

2016 2017 2018 2019 2020 
Occupancy % 85.14% 79.25% 86.37% 91.88% 90.02% 
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Historical Operations (Continued) 

Historical Average Payer Mix* 
December 31, 

2016 2017 2018 2019 
Private 5.61% 8.48% 8.40% 7.81% 
Medicare 4.90% 5.66% 10.24% 9.25% 
Medicaid 88.63% 85.12% 79.08% 80.10% 
HMO/Other 0.86% 0.74% 2.28% 2.84% 

Total 100.00% 100.00% 100.00% 100.00% 

*Massachusetts' Medicaid Cost Report Data 

Projected Operations 

The following table summarizes Wellman’s 2019 projected data compared to 2019 Hampden County data 
for beds and occupancy, payer mix and revenue per patient day. The numbers are then inflated out for 
Hampden County to compare to Wellman’s projected year six which is 2026. 

Occupancy~ 
Occupancy % 

Total SNF/NH Days 

SNF Payor Mix (% of Days) 
Medicare FFS 

Medicaid 

Other (including MC Advantage) 

Revenue per Patient Day 
Medicare FFS 

Other 

2019 2019 2026 
PALMER PALMER 

HEALTHCARE Hampden, MA Hampden, MA Hampden, MA Inflation HEALTHCARE Hampden, MA Hampden, MA Hampden, MA 
CENTER 25th percentile 50th percentile 75th percentile Adjustment CENTER 25th percentile 50th percentile 75th percentile 

91.9% 71.9% 87.3% 93.1% 92.3% 71.9% 87.3% 93.1% 

20,457 21,213 32,056 39,101 27,636 21,213 32,056 39,101 

9.3% 5.9% 7.3% 10.7% 9.0% 5.9% 7.3% 10.7% 

81.6% 48.1% 64.6% 77.8% 79.0% 48.1% 64.6% 77.8% 

9.1% 46.0% 28.1% 11.5% 12.0% 46.0% 28.1% 11.5% 

$448 $539 $564 $578 2.0% $595 $619 $648 $664 

$228 $247 $258 $285 2.0% $311 $284 $297 $327 

Projected Average Occupancy 
December 31, 

Occupancy % 
Total Days 

2021 
75.95% 
16,910 

2022 
93.50% 
20,817 

2023 
93.50% 
20,817 

2024 
83.10% 
24,926 

2025 
92.34% 
27,636 

2025 
92.34% 
27,636 

Observations: 

 Wellman’s projected occupancy is above the median and close to the 75th percentile for the county 
both before and after the proposed project’s completion. 
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Projected Operations/Observations (Continued): 

 Wellman’s current operating business model will be carried out with the additional beds that will be 
added. The Proposed Project will have capacity to serve individuals with various types of short and 
long‐term skilled care needs, including the Facility’s current special population of individuals with 
dementia that need access to a secure facility. 

 Wellman’s patient mix is expected to remain consistent after the completion of the replacement 
facility, continuing to provide access to all potential community members regardless of payor. 

 Wellman’s Medicare rate is lower than the median before the proposed project and at the end of the 
projection in 2026. The primary focus of this provider is long‐term residents with dementia and 
therefore they serve a small population of short‐term, medically intensive patients who generally 
drive the higher Medicare rates with their clinical and rehabilitation needs. 

Covid’s Impact on Occupancy 

 Like other facilities, Palmer's occupancy has been affected by COVID. However, it has remained 
above the county median. 

EXPENSES 

Operating expenses have been projected to be recognized during the month incurred. Management’s 
baseline projected expenses for the first year of the projection (2021) were derived from actual financial 
data of the facility for the current period, and Management’s historical experience of operating the 
facility. This information and the estimated impact of COVID‐19 on operations, was utilized to project and 
establish a baseline for the projection; 2021. The specific basis for inflationary increases in major expense 
categories were formulated by Management. 
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Historical Operations 

The Following table summarizes the historical cost per patient day by department: 

Historical Costs per Patient Day by Department* 
December 31, 

2017 2018 
Administration $79 $73 
Plant 15 14 
Dietary 19 17 
Laundry 6 6 
Housekeeping 5 5 
Nursing 68 71 
Social Services 4 2 
Other General Services 8 7 
Total Costs $204 $195 

*Medicare Cost Report Data 

Projected Operations 

The following table summarizes Wellman’s 2019 data compared to 2019 Hampden County data 
expenses by department per patient day. The 2019 Hampden County numbers are then inflated 2% each 
year to compare to Wellman’s projected year six which is 2026. 

Costs per Patient Day* 
Administration 

Plant 

Dietary 

Laundry  

Housekeeping 

Nursing 

Social Services 

Other General Services 

Total Costs 

2019 2019 
PALMER 

HEALTHCARE Hampden, MA Hampden, MA Hampden, MA 
CENTER 25th percentile 50th percentile 75th percentile 

$74 $51 $57 $69 

$14 $12 $13 $18 

$17 $18 $21 $24 

$5  $4  $5  $5  

$6 $6 $6 $8 

$66 $88 $110 $122 

$3 $3 $4 $4 

$7 $2 $4 $6 

$192 $184 $220 $256 

Inflation 
Adjustment 

2.0% 

2.0% 

2.0% 

2.0%  

2.0% 

2.0% 

2.0% 

2.0% 

2026 
PALMER 

HEALTHCARE Hampden, MA Hampden, MA Hampden, MA 
CENTER 25th percentile 50th percentile 75th percentile 

$84 $59 $65 $79 

$19 $13 $15 $21 

$20 $21 $24 $28 

$5  $4  $6  $6  

$7 $7 $7 $9 

$120 $101 $126 $140 

$8 $3 $5 $5 

$4 $3 $5 $7 

$268 $211 $253 $295 

*Palmer numbers include benefits which are included in Administration. Benchmark data excludes benefits. Additionally, Ancillary expenditures are excluded for 
both Palmer and the Benchmark data. 

Observations: 

 Wellman reports a cost structure lower than the median and 75th percentile historically and a slightly 
higher than the median for the projection upon completion of the project. However, as noted below 
in the financial ratios, Wellman remains either at or above the median in all of these categories and 
does not anticipate a negative impact on care as a result. 
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Expenses/Projected Operations/Observations (Continued) 

 Historically, Wellman's costs, except for nursing have been within a reasonable range compared to 
facilities in the county. Upon completion of the Project Wellman’s cost will be slightly above the 
Median. The Nursing costs are expected to increase the most upon completion of the Project and are 
expected to be approaching the Median. As noted above Wellman will remain at or above the Median 
in all of the financial ratio categories analyzed, thus does not anticipate any drastic change in the 
operating structure for care of the patient panel. 

 For purpose of this observation, it is assumed, with no other information on the future of various 
healthcare factors or changes, that the facilities in Hampden County will make no changes in nursing 
staffing. 

KEY FINANCIAL RATIOS 

In performing this analysis both Medicare and Medicaid cost report data maintained by CMS and the 
Massachusetts Center for Health Information and Analysis (CHIA) was utilized, with the aid of a 
proprietary software application. This allowed management the ability to compare key financial ratios 
with those of similarly located facilities. The ratios below are a common tool used by financial institutions 
and the health care industry to evaluate the operations of a health care entity. 

Earnings before Interest, Depreciation and Amortization (EBIDA) Margin: 

EBIDA is a measure of a company’s operating performance. Essentially, it’s a way to evaluate a company’s 
performance without having to factor in financing decisions, accounting decisions or tax environments. 
EBIDA Margin can be a meaningful gauge of a provider’s ability to contain costs, it offers a clearer 
reflection of operations by stripping out expenses that can obscure how the company is really performing. 
The EBIDA margin is calculated by dividing EBIDA by total revenue. 

The greater a company’s EBIDA Margin, the lower the company’s operating expenses in relation to total 
revenue. EBIDA margin eliminates the non‐operating profitability and cash flow and is important in 
measuring performance across a single industry with companies of different size and tax situations. 

The following chart shows the provider’s projected EBIDA Margin against the Hampden County Median 
EBIDA Margin. 

EBIDA 

2019 2019 
PALMER 

HEALTHCARE 
CENTER 

Hampden, MA 
25th percentile 

Hampden, MA 
50th percentile 

Hampden, MA 
75th percentile 

17.3% 1.8% 8.1% 9.8% 

2026 
PALMER 

HEALTHCARE 
CENTER 

Hampden, MA 
25th percentile 

Hampden, MA 
50th percentile 

Hampden, MA 
75th percentile 

25.2% 1.8% 8.1% 9.8% 

Observations 

 Wellman’s EBIDA was the highest in the county and is projecting to maintain that position. 
 Additionally, for both 2019 and 2026 Wellman’s EBIDA is well over the top quartile which shows 

Management’s ability to contain and control operating cost. 
 The EBIDA for Hampden County was assumed to remain at its 2019 level for purposes of this analysis. 
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Operating and Capital Budgets 

In Benchmarking management’s projected financial analysis, we analyzed and considered Wellman’s 
past and present operating and capital budgets. Wellman does not maintain formal capital budgets. 
However, except for the first year following construction, a review of past and present capital 
expenditures indicates that Wellman intends to invest in the built environment of the residents at 
amounts consistent with the capital needs of a new property. 

Planned Planned 
2020 2025 2026 

Capital Expenditures $ 28,505 $ 50,000 $ 50,000 

Balance Sheets 

In benchmarking management’s projected financial analysis, we analyzed Wellman’s balance sheets. 

Days Cash on Hand 

We analyzed Wellman’s days cash on hand ratio for 2019 and the last year of the projection, 2026. The 
days cash on hand ratio is a liquidity ratio that indicates an entity’s ability to satisfy its current operating 
expenses with the current cash available. 

Days Cash on Hand 

2019 2019 
PALMER 

HEALTHCARE Hampden, MA Hampden, MA Hampden, MA 
CENTER 25th percentile 50th percentile 75th percentile 

21.0 20.1 20.9 26.1 

2026 
PALMER 

HEALTHCARE Hampden, MA Hampden, MA Hampden, MA 
CENTER 25th percentile 50th percentile 75th percentile 

115.0 20.1 20.9 26.1 

Absent specific operating conditions and criteria, Worcester County days cash on hand data was assumed to remain constant 

 Wellman’s days cash on hand ratio is consistent with the county median on December 31, 2019 
and is projected to be above the top quartile by 2026, the last year of the projection. 

Debt Service Coverage Ratio 

In Benchmarking management’s projected financial analysis, we considered the level of financing 
necessary to support the proposed project. In doing so, we analyzed the debt service coverage ratio of 
Wellman. The debt service coverage ratio measures Wellman’s ability to meet its annual debt service 
requirements. The debt service coverage ratio is an indicator used by lenders to determine an 
organization’s ability to incur additional financing and service its existing debt. 

The following chart shows Wellman’s projected debt service coverage ratio compared to the 
Massachusetts debt service coverage ratio median: 
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Debt Service Coverage (DSC) 

2019 2019 

Massachusetts Massachusetts 
Massachusetts 50th 75th 

Nursing Home 25th percentile percentile percentile 

3.35 0.62 1.47 5 8 

2026 

Nursing Home 

Massachusetts 
25th 

percentile 

Massachusetts 
50th 

percentile 

Massachusetts 
75th 

percentile 

1.47 0.62 1.47 5.8 

 Wellman’s debt service coverage ratio is above the Massachusetts’s state median in 2019 and at 
the median in the final year of the projection, 2026. 

Working Capital Ratio 

Is a measure of liquidity, meaning the business’s ability to meet its payment obligations as they fall due. 
Working capital is the money used to cover all of a company’s short‐term expenses, including inventory, 
payments on short‐term debt, and day‐to‐day expenses‐called operating expenses. 

*2020 ^2026 

Working Capital Ratio 2.23 1.36 
* December 31, 2020 Financial Statements 
^ includes Maturity on existing debt in 2027 of $1,440,000 
2026 ratio 3.05 , excluding current maturity 

 Generally, a working capital ratio of less than one is an indicator of potential future liquidity 
problems. 

 As noted above, Wellman’s liquidity ratios are projected to be at or above state medians upon 
completion of the proposed project. 

 The above liquidity ratios have historically been accepted in the industry as an indicator of 
operational performance and financial health. As indicated above, the Wellman’s Key 
Performance Indicators (KPIs) before and upon completion of the proposed project are at or 
above the state medians. This is also consistent with management’s plans to operate the facility 
similarly to the past and present without any material alterations in operations or impact in 
care. 
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	Project Description 

	Palmer Healthcare Center (“PHC” or the “Facility”) is a 61-bed skilled nursing facility located on 
	12.6 acre campus in Palmer, Massachusetts that has been serving the greater Palmer community for over 55 years. It is the only nursing facility of its kind in the area, serving a high Medicaid population (approximately 80%) and providing specialized services to residents requiring geriatric-psychiatric and Alzheimer’s care in a locked environment. PHC was built in 1963 and is a single story, 20,976 gross square feet (“GSF”) building with 20 rooms as follows: 5 rooms are quads; 11 rooms are triples; 4 rooms 
	-
	1 

	The Applicant proposes to construct a modern, state-of-the-art de-densified 82-bedreplacement skilled nursing facility on the same campus as the Facility (the “Replacement Facility” or the “Proposed Project”). The Replacement Facility will replace the Facility and comply with the De-Densification Requirements. The Replacement Facility will be a two story, 46,225 GSF building with 82 beds. There will be 41-beds on each floor (21 rooms per floor – 20 hybridsemi-private rooms and 1 single room), plus an enclos
	2 
	3 

	See, 105 MASS. CODE. REGS. 150.300(A) (2021). The Replacement Facility will consist of 82 Level II beds. The Applicant will convert its 61 Level III beds to Level II beds and will add 21 Level II beds. Walter Mackie, Licensure Unit Coordinator, Division of Health Care Facility Licensure and Certification confirmed that a DoN is not required to convert Level III beds to Level II beds and that it only requires plan approval and prior notice to the Department. A semi-private hybrid room meets the licensure req
	1 
	2 
	3 

	The Proposed Project also proposes to add 21-bedsand will provide access to treatment and/or services at the Facility for individuals with various types of short and long-term skilled care needs in both locked and unlocked units. In particular, the Replacement Facility will have the capacity to serve: (1) individuals with the following mental health disorders: a geriatric-psychiatric or dementia diagnosis who need access to skilled nursing care in a secure facility; and (2) individuals with COVID-19 (or oth
	4 
	-

	The Proposed Project will capitalize on the Applicant’s successful infection control measures at the Facility. The Replacement Facility will have a separate entrance and exit vestibule which enhances screening and infection control measures and there will be a handwashing sink near the Replacement Facility’s entrance. The Replacement Facility will have a layered approach to maximizing outdoor air ventilation and/or reducing recirculation of air indoors, consistent with the layered approach described in the 
	The Proposed Project will also address more than one of the DoN health priorities.  The Proposed Project will meet the DoN regulation’s health priorities of social and built environment in that the Replacement Facility will have a modern environment with open and bright common spaces that will allow for increased resident socialization and enhanced emotional wellbeing. This will help to minimize the isolation and lack of engagement that contributes to loneliness, depression and negative impacts on overall h
	of Applicant’s workforce lives locally and the Facility is an important economic engine in this 
	low-income area. The Proposed Project will allow the Applicant not only to retain but to expand the workforce, creating further opportunities for the surrounding communities.  
	F.1.a.i Patient Panel: 
	Describe your existing Patient Panel, including incidence or prevalence of disease or behavioral risk factors, acuity mix, noted health disparities, geographic breakdown expressed in zip codes or other appropriate measure, demographics including age, gender and sexual identity, race, ethnicity, socioeconomic status and other priority populations relevant to the Applicant's existing patient panel and payer mix. 
	PHC is a small facility (61-bed skilled nursing beds) located in a rural, high-needs area. From January 1, 2018 through December 31, 2020, the Patient Panel consisted of 97 residents (57 female, 40 male). The ages of the Patient Panel range from 50-99 years of age with the average age of the Patient Panel being 70-79. 71% of the Patient Panel is from Hamden County with approximately 42.2% of the Patient Panel from zip codes of towns and cities within 10 miles and 34% of the Patient Panel from zip codes of t
	The Applicant operates at or near capacity most of the time and often has to turn away referrals. For example during the CY 2021, PHC had on average 31 referrals per month that it could not accommodate. The referrals include individuals with behavioral health diagnosis that could be cared for in both locked and unlocked units, and individuals needing the short and long-term care that the Proposed Project will provide in the unit on the first floor. 
	From June 2017 to May 2019, the Applicant served 94 unique residents with a total of 59,785 resident days as follows: 
	Resident Days By Year 
	Resident Days By Year 
	Resident Days By Year 
	Resident Days Level II 

	1/1/2018-12/31/18 
	1/1/2018-12/31/18 
	19,231 

	1/1/2019-12/31/19 
	1/1/2019-12/31/19 
	20,457 


	1/1/2020-12/31/20 
	20,097 
	PHC provides activities of daily living (“ADLs”) such as bathing and dressing and skilled nursing services.  The Patient Panel has a high level of cognitive impairment and has more behavioral than medical needs as evidenced by the average Medicare case-mix index of 1.34 to 
	1.38 and average MMQ score of N.  This results in higher levels of physical therapy and occupational therapy being provided to the Patient Panel than skilled care. The Patient Panel is at risk for and /or present with declines in swallowing and nutritional intake, self-feeding, balance, muscle weakness and mobility and ADL performance.  They also have diagnosis that include the need for pain management.  Occupational, physical and speech therapy help the Patient Panel adopt to the environment, promotes the 
	The majority of the Patient Panel has midlevel to advanced dementia, which results in an average length of stay at the Facility of 3.2 years. This length of stay is longer than a typical nursing facility.  In addition, residents are typically not discharged back into the community after coming to PHC as they are at risk of wandering because of their dementia.  There are, however, from time-to-time, short term stays and residents with low-level dementia whose physical health improves, resulting in discharge 
	: Provide supporting data to demonstrate the need for the Proposed Project. Such data should demonstrate the disease burden, behavioral risk factors, acuity mix, health disparities, or other objective Patient Panel measures as noted in your response to Question F1.a.i that demonstrates the need that the Proposed Project is attempting to address. If an inequity or disparity is not identified as relating to the Proposed Project, provide information justifying the need. In your description of Need, consider th
	F1.a.ii Need by Patient Panel

	addressed in that context as well. 
	There is a demonstrated need for the provision of short and long-term skilled nursing facility services in Palmer. The Baystate Health Community Needs Assessment found that Palmer was one of the two communities that “had consistently higher rates for the majority of health conditions identified as prioritized health needs.”For example, it found that the town of “Palmer has more than double the rate of mental health hospitalizations (1,744 per 100,000) as the state-wide rate 
	5 

	(854 per 100,000).”It also found that “[a]bout 30% of older adults experience depression” in Palmer, while 15% of people over the age of 65 in Palmer have some form of Alzheimer’s or dementia.The report found that Palmer “disproportionately experience[s] numerous social and economic challenges which contribute to the health inequities, such as lower household incomes 
	6 
	7 

	and lower educational attainment levels.”
	8 

	In addition, Baystate Wing Hospital, a 74-bed community hospital is located less than a mile from the Facility. The Hospital provides inpatient and outpatient behavioral health through the Griswold Behavioral Health Center and the Center for Geriatric Psychiatry. The Facility has a close relationship with the Hospital, which serves a primary referral source. In addition, the Facility also receives many referrals from other skilled nursing facilities who are unable to accommodate the behavioral needs of resi
	Through ongoing discussions with the Hospital and its orthopedic team, the Applicant has identified a need for short-term rehabilitation beds in the community so that patients can stay in their local community and receive their short-term rehabilitation care. Currently, the Facility is locked and is mostly triples and quads, which cannot accommodate these residents. Additionally, when residents need to step down from a locked unit they have to be transferred to another facility. The Proposed Project would a
	As noted above, the Applicant is currently not able to meet the current demand. The Proposed Project will assist in meeting this need. In addition, the modern state-of-the art build environment will be specifically designed to address the behavioral health needs of the Patient Panel where the role of the physical environment is crucial to supporting their care and providing an atmosphere of familiarity that can positively contribute to their health outcomes. 
	9

	: Provide evidence that the Proposed Project will compete on the basis of price, total medical expenses, provider costs, and other recognized measures of health care spending. When responding to this question, please consider Factor 4, Financial Feasibility and Reasonableness of Costs. 
	F1.a.iii Competition

	The Facility is fully Medicaid-certified, and the Replacement Facility will maintain full Medicaid certification. As noted above, the Facility is located in a high-needs area. In fact, the Facility historically qualified for a MassHealth low-Accordingly, the 
	income municipality adjustment.
	10 

	Applicant has always provided services to a large number of MassHealth members at the Facility and intends to continue to serve a significant MassHealth resident population at the Replacement Facility. 
	PHC is rated a four-star facility by the Centers for Medicare & Medicaid Services (CMS). PHC’s average daily census is approximately 84%. The government payer mix for the Facility on average is 90% (10% Medicare; 80% Medicaid and MCOs). 
	In addition, the Replacement Facility will include modern, efficient building systems that will, in both the short and long run, reduce the Applicant’s high maintenance cost in place at the old Facility and lower the Applicant’s utility costs per square foot. Even though the Proposed Project is larger than the Facility, the technology advances and build environment has significantly improved since when the Facility was built in 1963 and will provide a high level of comfort, health and air quality to the res
	The Proposed Project will not impact the Applicant’s ability to compete on price, total medical expenses, provider costs, and other recognized measures of health care spending. The rates of payment for its residents who are Medicare and Medicaid beneficiaries will not be impacted and are determined by government programs based on resident acuity and other regulated add-ons.  The rates for its very small percentage of private pay residents will be competitive with the other facilities in the area.  
	: Provide information on the evidence-base for the Proposed Project. That is, how does the Proposed Project address the Need that Applicant has identified. 
	F1.b.i Public Health Value /Evidence-Based

	A primary reason for the Proposed Project is to comply with the De-Densification Requirements. The De-Densification Requirements limit nursing facilities rooms of no more than two beds and updates spacing / square footage room requirements to provide for better physical distancing of nursing home residents to protect against the spread of COVID-19. Since the outbreak of COVID19, research has found that there is a higher incidence of COVID-19 cases and mortality in small rooms with multiple bedsand the Cente
	-
	11 
	12

	household income level that is below the 20percentile of median household income across all Massachusetts cities and towns, based on the US Census Bureau’s 2013–2017 American Community Survey (ACS) data.”) Kevin A. Brown et al., Association Between Nursing Home Crowding and COVID-19 Infection and Mortality in Ontario, Canada, 181(2) JAMA INTERN MED., 229–36 (Nov. 9, 2020), available at ; Sheryl Zimmerman et al., Nontraditional Small House Nursing Homes Have Fewer COVID-19 Cases and Deaths 22(3) J. AM. MED. 
	th 
	11 
	https://jamanetwork.com/journals/jamainternalmedicine/fullarticle/2772335
	https://www.jamda.com/article/S1525-8610(21)00120-1/fulltext 
	12 
	https://www.cdc.gov/coronavirus/2019
	-

	control program as well as social distancing and the ability to isolate residents is critical. A few recent studies also found that redesigned nursing facilities to allow for social distancing and isolating residents will fare better in light of what is known about COVID-19 and can contribute to increased infection control.   
	13

	Building a Replacement Facility will not only put the Applicant and PHC in compliance with the De-Densification Requirements but it will capitalize on PHC’s successful infection control practices.  As described in the Project Description, the Replacement Facility will have the state-of-the-art mechanical systems to maximize ventilation and reduce recirculation of indoor air to mitigate air contamination.  The Replacement Facility will also have a sink near the entrance and many other handwashing stations th
	: Describe the impact of the Proposed Project and how the Applicant will assess such impact. Provide projections demonstrating how the Proposed Project will improve health outcomes, quality of life, or health equity. Only measures that can be tracked and reported over time should be utilized. 
	F1.b.ii Public Health Value /Outcome-Oriented

	As described above, the Proposed Project will comply with the De-Densification Requirements and provide enhanced infection control. As described in the Project Narrative, the Proposed Project will allow the Applicant to care for infected residents in a new, modern facility with appropriate ventilation systems designed to minimize airborne disease transmission and give the Applicant flexibility to effectively isolate and quarantine infected residents. The Applicant will have a dedicated Infection Preventioni
	: For Proposed Projects addressing health inequities identified within the Applicant's description of the Proposed Project's need base, please justify how the Proposed Project will reduce the health inequity, including the operational components (e.g. culturally competent staffing). For Proposed Projects not specifically addressing a health disparity or inequity, please provide information about specific actions the Applicant is and 
	F1.b.iii Public Health Value /Health Equity-Focused

	Terry T. Fulmer et al., Reimagining Nursing Homes in the Wake of COVID-19. NATL. ACAD. MED. (Sep. 21, 2020), ; Diana C. Anderson et al., Nursing Home Design and COVID-19: Balancing Infection Control, Quality of Life, and Resilience. 21(11) J. AM. MED. DIR. ASS’N. 1519-24 (Oct. 31, 2020), / 
	13 
	https://doi.org/10.31478/202009a
	https://www.ncbi.nlm.nih.gov/pmc/articles/PMC7603995

	will take to ensure equal access to the health benefits created by the Proposed Project and how these actions will promote health equity. 
	The Applicant has always and will continue to promote health equity.  PHC does not discriminate on the basis of race, color, religion (creed), gender, gender expression, age, national origin (ancestry), disability, marital status, sexual orientation, or military status, in any of its activities or operations and accepts all appropriate residents.  
	PHC serves a high volume of MassHealth beneficiaries as noted throughout the application. Many of the MassHealth residents are underserved or difficult-to-place, and because PHC is currently operated as a fully locked facility, the entire Patient Panel has behavioral health diagnoses. The Proposed Project will continue to serve the Patient Panel, but also proposes to expand so that it can provide a more diverse set of skilled nursing services meeting the broader long-term care needs of its community.       
	F1.b.iv Provide additional information to demonstrate that the Proposed Project will result in improved health outcomes and quality of life of the Applicant's existing Patient Panel, while providing reasonable assurances of health equity. 
	The Replacement Facility will increase efficiency and continue to improve the Patient Panel’s health outcomes and quality of life. The Applicant anticipates that the Proposed Project will continue to serve a diverse patient population including a high percentage of MassHealth beneficiaries. The second floor of the Proposed Project will be a locked DSCU unit and PHC will continue to serve individuals with behavioral health diagnosis, many of whom cannot be 
	appropriately cared for in other area skilled nursing facilities because of other facilities’ physical 
	plant limitations. 
	F1.c Provide evidence that the Proposed Project will operate efficiently and effectively by furthering and improving continuity and coordination of care for the Applicant's Patient Panel, including, how the Proposed Project will create or ensure appropriate linkages to patients' primary care services. 
	The Proposed Project will continue to ensure appropriate linkages to patient’s primary care 
	services and other community services by utilizing the model that is currently in place at the Facility. Currently the Facility experiences few discharges, so this model will be more widely deployed with the Proposed Project. 
	Starting at admission, the Facility coordinates with a resident’s primary care provider. If the resident is a short-term resident, the resident’s primary care provider from the community will be involved in the resident’s care and have regular and ongoing communication with the Facility. If 
	the resident is a long-term resident, over time the resident typically transitions his or her primary care to the Facility’s medical director who has ongoing and regular involvement in the resident’s 
	care. In addition to coordinating with residents’ primary care providers, the Facility coordinates with the residents’ families who can be involved in residents care depending on a resident’s needs and/or desires.   
	At the time of discharge, the Facility’s social worker and nursing staff, led by the Director of Nursing, coordinate the discharge process to ensure that the resident has the appropriate community support in place for the transition home, to an assisted living residence or another nursing facility. This includes, but is not limited to, ensuring that there is a post-discharge visit scheduled with the resident’s primary care providers, and coordinating with community providers and agencies based on a resident
	F1.d Provide evidence of consultation, both prior to and after the Filing Date, with all Government Agencies with relevant licensure, certification, or other regulatory oversight of the Applicant or the Proposed Project. 
	The Applicant and its representatives have had discussions with the Department of Public Health Determination of Need Program. 
	F1.e.i Process for Determining Need/Evidence of Community Engagement: For assistance in responding to this portion of the Application, Applicant is encouraged to review Community Engagement Standards for Community Health Planning Guideline. With respect to the existing Patient Panel, please describe the process through which Applicant determined the need for the Proposed Project. 
	The Applicant has had conversations about the Proposed Project with a variety of stakeholders in the greater Palmer community as detailed in F1.e.ii. 
	F1.e.ii Please provide evidence of sound Community Engagement and consultation throughout the development of the Proposed Project. A successful Applicant will, at a minimum, describe the process whereby the “Public Health Value” of the Proposed Project was considered, and will describe the Community Engagement process as it occurred and is occurring currently in, at least, the following contexts: Identification of Patient Panel Need; Design/selection of DoN Project in response to “Patient Panel” need; and L
	As noted above, the Applicant had discussions with a variety of stakeholders in the greater Palmer community concerning the Proposed Project. The Applicant also had discussions with State and local officials, HealthDrive (the Facility’s mental health/geri-psych provider), Baystate Wing Hospital, and Palmer’s own employees and staff. Everyone has been supportive of the Proposed Project and the need to keep skilled care in the local community and preserve the locked unit. The 
	As noted above, the Applicant had discussions with a variety of stakeholders in the greater Palmer community concerning the Proposed Project. The Applicant also had discussions with State and local officials, HealthDrive (the Facility’s mental health/geri-psych provider), Baystate Wing Hospital, and Palmer’s own employees and staff. Everyone has been supportive of the Proposed Project and the need to keep skilled care in the local community and preserve the locked unit. The 
	Applicant has also sent out a letter to the Facility’s neighbors introducing the Proposed Project.  Upon approval of the Proposed Project, the Applicant will update its residents and their families about the Replacement Facility and projected timeline. 

	Factor 2: Health Priorities Addresses the impact of the Proposed Project on health more broadly (that is, beyond the Patient Panel) requiring that the Applicant demonstrate that the Proposed Project will meaningfully contribute to the Commonwealth's goals for cost containment, improved public health outcomes, and delivery system transformation. 
	The Proposed Project will ensure that the Facility complies with the De-Densification Requirements which in part were implemented to ensure that residents in skilled nursing facilities had adequate privacy and that the facilities could implement effective infection control policies and procedures to address COVID-19 and future infectious diseases. 
	F2.a Cost Containment: Using objective data, please describe, for each new or expanded service, how the Proposed Project will meaningfully contribute to the Commonwealth's goals for cost containment. 
	The Proposed Project will be a state-of-the-art building with a number of operational efficiencies. The Replacement Facility will meet or exceed certifiable “silver level,” or equivalent, of the Leadership in Energy and Environmental Design-health Care (LEED-HC) Green Guide for Healthcare (GGHC). It will be energy efficient and have modern mechanicals, including air ventilation system. The floor plan is also designed to maximize resident care and work flow efficiencies. The Proposed Project is also primaril
	F2.b Public Health Outcomes: Describe, as relevant, for each new or expanded service, how the Proposed Project will improve public health outcomes. 
	As noted above, the Proposed Project will comply with the De-Densification Requirements and will have private and semi-private rooms and physical plant that maximizes infection control, which will help minimize any future COVID-19 or other outbreaks. In turn, this will lower and ideally prevent hospitalized readmissions and improve on the already successful public health 
	outcomes that PHC has achieved for its Patient Population. As noted above, PHC’s residents have 
	a long average length of 3.2 years and have had positive health outcomes from the care they receive at PHC. Expanding the beds at the Proposed Project will allow PHC to provide its skilled nursing 
	a long average length of 3.2 years and have had positive health outcomes from the care they receive at PHC. Expanding the beds at the Proposed Project will allow PHC to provide its skilled nursing 
	services to more individuals and likewise contribute to their positive health outcomes and reduce burdens on the local families that cannot care for these individuals at home. 

	: 
	F2.c Delivery System Transformation

	Because the integration of social services and community-based expertise is central to goal of delivery system transformation, discuss how the needs of their patient panel have been assessed and linkages to social services organizations have been created and how the social determinants of health have been incorporated into care planning. 
	As a majority of PHC’s residents are long-term, with the Proposed Project, PHC can provide the appropriate psychosocial support and address social determinant of health needs, including nutrition and stable housing. PHC provides an atmosphere and a community that prevents isolation and contributes to improved mental and physical well-being. Because the Patient Panel all has some level of cognitive disorders, there are activities provided throughout the day that are tailored to stimulate residents with these
	PHC has always been connected to the local community. Prior to COVID-19, PHC regularly visited local senior centers and provided outreach and education on their services. In addition, F1.c discusses the community supports that PHC works to have in place upon discharge. Moreover, as described above, PHC encourages the small number of families who have a loved one discharged from PHC to directly contact PHC if they are concerned for their loved one’s safety once at home because of the behavioral health diagno
	Factor 5: Relative Merit 
	F5.a.i Describe the process of analysis and the conclusion that the Proposed Project, on balance, is superior to alternative and substitute methods for meeting the existing Patient Panel needs as those have been identified by the Applicant pursuant to 105 CMR 100.210(A)(1). When conducting this evaluation and articulating the relative merit determination, Applicant shall take into account, at a minimum, the quality, efficiency, and capital and operating costs of the Proposed Project relative to potential al
	Proposal: The Proposed Project is a request to construct a modern, state-of-the art dedensified 82-bed replacement facility on the same campus as the Facility.  
	-

	Quality: 
	Quality: 
	Quality: 
	The Proposed Project would enable the Applicant to comply with the De-Densification Requirements and modernize its old facility so that it can continue to care for the Patient Panel with both short and long-term needs, behavioral health challenges and an environment that is specifically designed for enhanced infection control in compliance with COVID-19 guidance.  

	Efficiency:  
	Efficiency:  
	The Proposed Project would allow the Applicant to be more efficient and operate in a more cost effective manner. 


	Capital Expense: The total capital expenditure for the Proposed Project is $. 
	18,838,384.00

	Operating Costs: Operating costs for building maintenance will decrease as described in Section F2.a, but there will be a cost increase related to the additional clinical staff needed to manage the additional 21 beds that will be part of the Proposed Project and related to the increased food and supplies. The Proposed Project also will meet the health priority of employment.  The Proposed Project will allow the Applicant not only to retain but to expand the workforce, creating further opportunities for the 
	Option 1: 
	Alternative Proposal:   There is no alternative proposal to the Proposed Project.  The Applicant is precluded from renovating the current facility due to zoning, abutting wetlands, and parking limitations which do not allow for compliance with the De-Densification Requirements.   
	Alternative Quality: NA 
	Alternative Efficiency: NA 
	Alternative Capital Expense:   NA 
	Alternative Operating Costs:   NA 
	F5.a.ii Describe the process of analysis and the conclusion that the Proposed Project, on balance, is superior to alternative and substitute methods for meeting the existing Patient Panel needs as those have been identified by the Applicant pursuant to 105 CMR 100.210(A)(1). When conducting this evaluation and articulating the relative merit determination, Applicant shall take into account, at a minimum, the quality, efficiency, and capital and operating costs of the Proposed Project relative to potential a
	The Applicant considered the above options to meet its Patient Panel’s need, and building a Replacement Facility was found to be the only feasible option.  It achieves operational 
	The Applicant considered the above options to meet its Patient Panel’s need, and building a Replacement Facility was found to be the only feasible option.  It achieves operational 
	efficiencies, meets the De-Densification Requirements, and implements the most-current infection control measures.  
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	WELLMAN HEALTHCARE GROUP, INC. 
	BENCHMARKING MANAGEMENT’S PROJECTED FINANCIAL ANALYSIS FOR THE PROJECTED YEARS ENDING DECEMBER 31, 2021 THROUGH DECEMBER 31, 2026 
	PROCESS OVERVIEW 
	PROCESS OVERVIEW 

	Management’s Projections 
	CliftonLarsonAllen LLP (CLA) was requested by the management of Wellman Healthcare Group, Inc. to read the financial projections prepared by Wellman Healthcare Group, Inc. (“Management” or “Wellman”) for the projected years ending December 31, 2021 through 2026 and benchmark the stabilized year of Management’s projection. 
	We have not compiled or examined any of the financial data utilized in the benchmarking analyses and express no assurance of any kind on it. Furthermore, even if the assumptions disclosed herein were to materialize, there will be differences between projected and actual results, because events and circumstances frequently do not occur as expected and those differences may be material. These analyses are intended for the internal use of Management and the Massachusetts Department of Health Determination of N
	BENCHMARK STAFFING AND COST ANALYSIS 
	BENCHMARK STAFFING AND COST ANALYSIS 

	Providers in Hampden County were used to benchmark Management’s projections. Wellman’s 2019 Medicare and Medicaid cost report data were compared to Hampden County Medicare and Medicaid cost report data for the most recent available period of 2019. The data was then projected out to 2026 with an applied 2% revenue inflation factor and 2% expense inflation factor. 
	MANAGEMENT’S PROJECTIONS 
	MANAGEMENT’S PROJECTIONS 

	Occupancy/Payer Mix/Revenue per Patient Day 
	Projected revenue consists of revenue from operating the skilled nursing facility. Management’s baseline projected revenue for the first year of the projection, 2021, was derived from interim financial data for the current period, management’s historical experience of operating the Facility, and current reimbursement and nursing home regulations. This information and the estimated impact of COVID‐19 on operations, was utilized to project and establish a baseline for the projection; 2021. Management utilized
	Historical Operations 
	Historical Average Occupancy December 31, 
	2016 2017 2018 2019 2020 Occupancy % 85.14% 79.25% 86.37% 91.88% 90.02% 
	1 
	Historical Operations (Continued) 
	Historical Operations (Continued) 
	Historical Operations (Continued) 

	Historical Average Payer Mix* 
	Historical Average Payer Mix* 

	December 31, 
	December 31, 

	TR
	2016 
	2017 
	2018 
	2019 

	Private 
	Private 
	5.61% 
	8.48% 
	8.40% 
	7.81% 

	Medicare 
	Medicare 
	4.90% 
	5.66% 
	10.24% 
	9.25% 

	Medicaid 
	Medicaid 
	88.63% 
	85.12% 
	79.08% 
	80.10% 

	HMO/Other 
	HMO/Other 
	0.86% 
	0.74% 
	2.28% 
	2.84% 

	Total 
	Total 
	100.00% 
	100.00% 
	100.00% 
	100.00% 


	*Massachusetts' Medicaid Cost Report Data 
	Projected Operations 
	The following table summarizes Wellman’s 2019 projected data compared to 2019 Hampden County data for beds and occupancy, payer mix and revenue per patient day. The numbers are then inflated out for Hampden County to compare to Wellman’s projected year six which is 2026. 
	Occupancy~ 
	Occupancy % Total SNF/NH Days 
	SNF Payor Mix (% of Days) 
	Medicare FFS Medicaid Other (including MC Advantage) 
	Revenue per Patient Day 
	Medicare FFS Other 
	2019 
	2019 
	2019 
	TH
	Figure

	2019 
	2026 

	PALMER 
	PALMER 
	PALMER 

	HEALTHCARE 
	HEALTHCARE 
	Hampden, MA 
	Hampden, MA 
	Hampden, MA 
	Inflation 
	HEALTHCARE 
	Hampden, MA 
	Hampden, MA 
	Hampden, MA 

	CENTER 
	CENTER 
	25th percentile 
	50th percentile 
	75th percentile 
	Adjustment 
	CENTER 
	25th percentile 
	50th percentile 
	75th percentile 

	91.9% 
	91.9% 
	71.9% 
	87.3% 
	93.1% 
	92.3% 
	71.9% 
	87.3% 
	93.1% 

	20,457 
	20,457 
	21,213 
	32,056 
	39,101 
	27,636 
	21,213 
	32,056 
	39,101 

	9.3% 
	9.3% 
	5.9% 
	7.3% 
	10.7% 
	9.0% 
	5.9% 
	7.3% 
	10.7% 

	81.6% 
	81.6% 
	48.1% 
	64.6% 
	77.8% 
	79.0% 
	48.1% 
	64.6% 
	77.8% 

	9.1% 
	9.1% 
	46.0% 
	28.1% 
	11.5% 
	12.0% 
	46.0% 
	28.1% 
	11.5% 

	$448 
	$448 
	$539 
	$564 
	$578 
	2.0% 
	$595 
	$619 
	$648 
	$664 

	$228 
	$228 
	$247 
	$258 
	$285 
	2.0% 
	$311 
	$284 
	$297 
	$327 


	Projected Average Occupancy December 31, 
	Occupancy % Total Days 
	Occupancy % Total Days 
	Occupancy % Total Days 
	2021 75.95% 16,910 
	2022 93.50% 20,817 
	2023 93.50% 20,817 
	2024 83.10% 24,926 
	2025 92.34% 27,636 
	2025 92.34% 27,636 

	Observations: 
	Observations: 


	 Wellman’s projected occupancy is above the median and close to the 75percentile for the county both before and after the proposed project’s completion. 
	th 

	2 
	Projected Operations/Observations (Continued): 
	 Wellman’s current operating business model will be carried out with the additional beds that will be added. The Proposed Project will have capacity to serve individuals with various types of short and long‐term skilled care needs, including the Facility’s current special population of individuals with dementia that need access to a secure facility. 
	 Wellman’s patient mix is expected to remain consistent after the completion of the replacement facility, continuing to provide access to all potential community members regardless of payor. 
	 Wellman’s Medicare rate is lower than the median before the proposed project and at the end of the projection in 2026. The primary focus of this provider is long‐term residents with dementia and therefore they serve a small population of short‐term, medically intensive patients who generally drive the higher Medicare rates with their clinical and rehabilitation needs. 
	Covid’s Impact on Occupancy 
	Covid’s Impact on Occupancy 

	Figure
	 Like other facilities, Palmer's occupancy has been affected by COVID. However, it has remained above the county median. 
	EXPENSES 
	EXPENSES 

	Operating expenses have been projected to be recognized during the month incurred. Management’s baseline projected expenses for the first year of the projection (2021) were derived from actual financial data of the facility for the current period, and Management’s historical experience of operating the facility. This information and the estimated impact of COVID‐19 on operations, was utilized to project and establish a baseline for the projection; 2021. The specific basis for inflationary increases in major
	3 
	Historical Operations 
	The Following table summarizes the historical cost per patient day by department: 
	Historical Costs per Patient Day by Department* December 31, 
	2017 
	2017 
	2017 
	2018 

	Administration 
	Administration 
	$79 
	$73 

	Plant 
	Plant 
	15 
	14 

	Dietary 
	Dietary 
	19 
	17 

	Laundry 
	Laundry 
	6 
	6 

	Housekeeping 
	Housekeeping 
	5 
	5 

	Nursing 
	Nursing 
	68 
	71 

	Social Services 
	Social Services 
	4 
	2 

	Other General Services 
	Other General Services 
	8 
	7 

	Total Costs 
	Total Costs 
	$204 
	$195 


	*Medicare Cost Report Data 
	Projected Operations 
	The following table summarizes Wellman’s 2019 data compared to 2019 Hampden County data expenses by department per patient day. The 2019 Hampden County numbers are then inflated 2% each year to compare to Wellman’s projected year six which is 2026. 
	Costs per Patient Day* 
	Administration Plant Dietary Laundry Housekeeping Nursing Social Services Other General Services Total Costs 
	2019 
	2019 
	2019 
	2019 

	PALMER 
	PALMER 

	HEALTHCARE 
	HEALTHCARE 
	Hampden, MA 
	Hampden, MA 
	Hampden, MA 

	CENTER 
	CENTER 
	25th percentile 
	50th percentile 
	75th percentile 

	$74 
	$74 
	$51 
	$57 
	$69 

	$14 
	$14 
	$12 
	$13 
	$18 

	$17 
	$17 
	$18 
	$21 
	$24 

	$5 
	$5 
	$4 
	$5 
	$5 

	$6 
	$6 
	$6 
	$6 
	$8 

	$66 
	$66 
	$88 
	$110 
	$122 

	$3 
	$3 
	$3 
	$4 
	$4 

	$7 
	$7 
	$2 
	$4 
	$6 

	$192 
	$192 
	$184 
	$220 
	$256 


	Inflation Adjustment 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 
	Table
	TR
	2026 

	PALMER 
	PALMER 

	HEALTHCARE 
	HEALTHCARE 
	Hampden, MA 
	Hampden, MA 
	Hampden, MA 

	CENTER 
	CENTER 
	25th percentile 
	50th percentile 
	75th percentile 

	$84 
	$84 
	$59 
	$65 
	$79 

	$19 
	$19 
	$13 
	$15 
	$21 

	$20 
	$20 
	$21 
	$24 
	$28 

	$5 
	$5 
	$4 
	$6 
	$6 

	$7 
	$7 
	$7 
	$7 
	$9 

	$120 
	$120 
	$101 
	$126 
	$140 

	$8 
	$8 
	$3 
	$5 
	$5 

	$4 
	$4 
	$3 
	$5 
	$7 

	$268 
	$268 
	$211 
	$253 
	$295 


	*Palmer numbers include benefits which are included in Administration. Benchmark data excludes benefits. Additionally, Ancillary expenditures are excluded for both Palmer and the Benchmark data. 
	Observations: 
	 Wellman reports a cost structure lower than the median and 75percentile historically and a slightly higher than the median for the projection upon completion of the project. However, as noted below in the financial ratios, Wellman remains either at or above the median in all of these categories and does not anticipate a negative impact on care as a result. 
	th 

	4 
	Expenses/Projected Operations/Observations (Continued) 
	 Historically, Wellman's costs, except for nursing have been within a reasonable range compared to facilities in the county. Upon completion of the Project Wellman’s cost will be slightly above the Median. The Nursing costs are expected to increase the most upon completion of the Project and are expected to be approaching the Median. As noted above Wellman will remain at or above the Median in all of the financial ratio categories analyzed, thus does not anticipate any drastic change in the operating struc
	 For purpose of this observation, it is assumed, with no other information on the future of various healthcare factors or changes, that the facilities in Hampden County will make no changes in nursing staffing. 
	KEY FINANCIAL RATIOS 
	KEY FINANCIAL RATIOS 

	In performing this analysis both Medicare and Medicaid cost report data maintained by CMS and the Massachusetts Center for Health Information and Analysis (CHIA) was utilized, with the aid of a proprietary software application. This allowed management the ability to compare key financial ratios with those of similarly located facilities. The ratios below are a common tool used by financial institutions and the health care industry to evaluate the operations of a health care entity. 
	Earnings before Interest, Depreciation and Amortization (EBIDA) Margin: 
	EBIDA is a measure of a company’s operating performance. Essentially, it’s a way to evaluate a company’s performance without having to factor in financing decisions, accounting decisions or tax environments. EBIDA Margin can be a meaningful gauge of a provider’s ability to contain costs, it offers a clearer reflection of operations by stripping out expenses that can obscure how the company is really performing. The EBIDA margin is calculated by dividing EBIDA by total revenue. 
	The greater a company’s EBIDA Margin, the lower the company’s operating expenses in relation to total revenue. EBIDA margin eliminates the non‐operating profitability and cash flow and is important in measuring performance across a single industry with companies of different size and tax situations. 
	The following chart shows the provider’s projected EBIDA Margin against the Hampden County Median EBIDA Margin. 
	EBIDA 
	2019 
	2019 
	2019 
	2019 

	PALMER HEALTHCARE CENTER 
	PALMER HEALTHCARE CENTER 
	Hampden, MA 25th percentile 
	Hampden, MA 50th percentile 
	Hampden, MA 75th percentile 

	17.3% 
	17.3% 
	1.8% 
	8.1% 
	9.8% 


	Table
	TR
	2026 

	PALMER HEALTHCARE CENTER 
	PALMER HEALTHCARE CENTER 
	Hampden, MA 25th percentile 
	Hampden, MA 50th percentile 
	Hampden, MA 75th percentile 

	25.2% 
	25.2% 
	1.8% 
	8.1% 
	9.8% 


	Observations 
	 Wellman’s EBIDA was the highest in the county and is projecting to maintain that position.  Additionally, for both 2019 and 2026 Wellman’s EBIDA is well over the top quartile which shows Management’s ability to contain and control operating cost.  The EBIDA for Hampden County was assumed to remain at its 2019 level for purposes of this analysis. 
	5 
	Operating and Capital Budgets 
	In Benchmarking management’s projected financial analysis, we analyzed and considered Wellman’s past and present operating and capital budgets. Wellman does not maintain formal capital budgets. However, except for the first year following construction, a review of past and present capital expenditures indicates that Wellman intends to invest in the built environment of the residents at amounts consistent with the capital needs of a new property. 
	Planned Planned 2020 2025 2026 Capital Expenditures 
	$ 28,505 $ 50,000 $ 50,000 

	Balance Sheets 
	In benchmarking management’s projected financial analysis, we analyzed Wellman’s balance sheets. 
	The Department of Public Health authorized the Applicant’s request to add twenty-one (21) new Level II longterm care beds to its 61-bed skilled facility on July 2, 2021 pursuant to the April 28, 2021 Memorandum “Applications for Determination of Need from Long-Term Care Facilities”. 
	The Department of Public Health authorized the Applicant’s request to add twenty-one (21) new Level II longterm care beds to its 61-bed skilled facility on July 2, 2021 pursuant to the April 28, 2021 Memorandum “Applications for Determination of Need from Long-Term Care Facilities”. 
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	PUB. HEALTH INST. OF W. MASS., COMMUNITY NEEDS ASSESSMENT, 69 (2019) (Adopted by the Baystate Health Board of Trustees on Sept. us/community-programs/community-benefits/2019-community-health-needs-assessments/baystate-wing-2019-chna-report-final-web.pdf?la=en). 
	PUB. HEALTH INST. OF W. MASS., COMMUNITY NEEDS ASSESSMENT, 69 (2019) (Adopted by the Baystate Health Board of Trustees on Sept. us/community-programs/community-benefits/2019-community-health-needs-assessments/baystate-wing-2019-chna-report-final-web.pdf?la=en). 
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	10, 2019) (available at https://www.baystatehealth.org/-/media/files/about
	-
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	https://www.ncbi.nlm.nih.gov/pmc/articles/PMC6315793
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	Days Cash on Hand 
	Days Cash on Hand 
	We analyzed Wellman’s days cash on hand ratio for 2019 and the last year of the projection, 2026. The days cash on hand ratio is a liquidity ratio that indicates an entity’s ability to satisfy its current operating expenses with the current cash available. 
	Days Cash on Hand 
	2019 
	2019 
	2019 
	2019 

	PALMER 
	PALMER 

	HEALTHCARE 
	HEALTHCARE 
	Hampden, MA 
	Hampden, MA 
	Hampden, MA 

	CENTER 
	CENTER 
	25th percentile 
	50th percentile 
	75th percentile 

	21.0 
	21.0 
	20.1 
	20.9 
	26.1 


	Table
	TR
	2026 

	PALMER 
	PALMER 

	HEALTHCARE 
	HEALTHCARE 
	Hampden, MA 
	Hampden, MA 
	Hampden, MA 

	CENTER 
	CENTER 
	25th percentile 
	50th percentile 
	75th percentile 

	115.0 
	115.0 
	20.1 
	20.9 
	26.1 


	Absentspecificoperatingconditions and criteria, Worcester County days cash on hand datawas assumed to remain constant 
	 Wellman’s days cash on hand ratio is consistent with the county median on December 31, 2019 and is projected to be above the top quartile by 2026, the last year of the projection. 
	Debt Service Coverage Ratio 
	In Benchmarking management’s projected financial analysis, we considered the level of financing necessary to support the proposed project. In doing so, we analyzed the debt service coverage ratio of Wellman. The debt service coverage ratio measures Wellman’s ability to meet its annual debt service requirements. The debt service coverage ratio is an indicator used by lenders to determine an organization’s ability to incur additional financing and service its existing debt. 
	The following chart shows Wellman’s projected debt service coverage ratio compared to the Massachusetts debt service coverage ratio median: 
	6 
	` 
	Debt Service Coverage (DSC) 
	2019 
	2019 
	2019 
	2019 

	TR
	Massachusetts 
	Massachusetts 

	TR
	Massachusetts 
	50th 
	75th 

	Nursing Home 
	Nursing Home 
	25th percentile 
	percentile 
	percentile 

	3.35 
	3.35 
	0.62 
	1.47 
	5 8 


	Table
	TR
	2026 

	Nursing Home 
	Nursing Home 
	Massachusetts 25th percentile 
	Massachusetts 50th percentile 
	Massachusetts 75th percentile 

	1.47 
	1.47 
	0.62 
	1.47 
	5.8 


	 Wellman’s debt service coverage ratio is above the Massachusetts’s state median in 2019 and at the median in the final year of the projection, 2026. 

	Working Capital Ratio 
	Working Capital Ratio 
	Is a measure of liquidity, meaning the business’s ability to meet its payment obligations as they fall due. Working capital is the money used to cover all of a company’s short‐term expenses, including inventory, payments on short‐term debt, and day‐to‐day expenses‐called operating expenses. 
	*2020 
	*2020 
	*2020 
	^2026 

	Working Capital Ratio 
	Working Capital Ratio 
	2.23 
	1.36 

	* December 31, 2020 Financial Statements 
	* December 31, 2020 Financial Statements 


	^ includes Maturity on existing debt in 2027 of $1,440,000 
	2026 ratio 3.05 , excluding current maturity 
	 Generally, a working capital ratio of less than one is an indicator of potential future liquidity problems. 
	 As noted above, Wellman’s liquidity ratios are projected to be at or above state medians upon completion of the proposed project. 
	 The above liquidity ratios have historically been accepted in the industry as an indicator of operational performance and financial health. As indicated above, the Wellman’s Key Performance Indicators (KPIs) before and upon completion of the proposed project are at or above the state medians. This is also consistent with management’s plans to operate the facility similarly to the past and present without any material alterations in operations or impact in care. 
	7 
	EXHIBIT 4 
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