Memorandum to the Public Health Council

Holder: Wellman Healthcare Group, Inc.
       250 Shearer Street
       Palmer, Massachusetts (MA)  01069

At:  Palmer Healthcare Center
       250 Shearer Street
       Palmer, MA  01069

Project Number: Original Project- PHC-21052014-LE
		       This Amendment- PHC-26040712-AM

Filing Date: May 21, 2026

Introduction

[bookmark: Introduction]This memorandum presents, for the Department’s review and action, the Determination of Need (“DoN”) Program’s recommendation pertaining to a request by Wellman Healthcare Group, Inc. (“Wellman” or the “Holder”) for a Significant Change to DoN Application PHC-21051014-LE (“Original DoN”), approved on February 10, 2022.[footnoteRef:1] The proposed Significant Change would allow the Holder to scale down the approved Original DoN at Palmer Healthcare Center (“PHC” or “the Facility”), a skilled nursing facility (“SNF”), located at 250 Shearer Street, Palmer, Massachusetts. The Original DoN approved a Proposed Project to expand the Facility through construction of a 46,225 gross square foot (“GSF”), two-story replacement facility with 82 beds, including 21 new beds and eliminated all three and four bedded rooms at the Facility[footnoteRef:2].  If approved, the Holder’s requested Significant Change (“Amended Project”) would scale back construction to a two-story 15,600 gross square foot (“GSF”) addition to the existing SNF and renovation of 3,250 GSF of the SNF, eliminating all three and four bedded rooms at the Facility and resulting in 76 beds total. The Maximum Capital Expenditure (“MCE”) for the Original DoN was $18,838,384.00 with a final total Community Health Initiative (“CHI”) contribution of $565,151,52. If approved and for the reasons described below, the MCE will be reduced by $5,938,589.34 (32 percent reduction) over the Original DoN MCE resulting in a revised MCE of $12,899,794.66. Accordingly, the CHI contribution will be reduced by $178,157.68, resulting in a revised CHI contribution of $389,993.84. [1:  On February 7, 2025,  the Holder received extension on the Original DoN until February 8, 2028 for Project and CHI staff verified for compliance.]  [2:  The Proposed Project under the Original DoN delegated 41 beds to each floor and included 20 semiprivate rooms as well as one private room. The second floor of the Facility would have included a locked memory care unit. The Facility would also have included an enclosed exterior garden on the first floor and a roof patio.] 



Table 1: Original and Amended Maximum Capital Expenditure and CHI Contribution

	n/a
	MCE
	CHI 3 percent

	Original Approved DoN 
	$18,838,384.00
	$565,151.52

	Amendment Amount
	$12,899,794.66
	$386,993.84*

	Decrease
	($5,938,589.34)
	($178,157.68)

	% Decrease
	32%
	32%


* Total due with Amendment approval

This amendment request falls within the definition of Significant Change that includes “… (1) Any change, modification, or deletion of components within a previously issued Notice of Determination of Need that is not an Immaterial Change” and “… (5) Any build-out of shell space that was subject to a Notice of Determination of Need.” It will be reviewed pursuant to 105 C.M.R. 100.635(A), which requires that the proposed change 1) falls within the scope of the Notice of Determination of Need and 2) is reasonable. 

The Original DoN Application had no registered Ten Taxpayer Groups (“TTGs”). The Department has received no comments from the Parties of Record related to this Amendment request. 

Background and Proposed Amendment
The Facility

Wellman Healthcare Group, Inc. is a healthcare system that operates Palmer Healthcare Center, a 61-bed SNF. The Facility has been serving the greater Palmer community for over 55 years. It is a high Medicaid provider, with approximately 80 percent of their patients enrolled in Medicaid and is a CMS four-star rated facility.[footnoteRef:3] The Facility was originally built in 1963 as a single story, 20,976 GSF building with 20 rooms comprised of 61 beds (See Table 2). It provides dementia care and geriatric services. [3:  As of 6.10.26, Palmer Healthcare Center on Medicare website  ] 


On February 9, 2022, the Department approved the Original DoN to de-densify and expand the long-term care facility through construction of a replacement facility to include a total of 82 licensed beds. Since the approval, the Holder asserts it has been making substantial and continuing progress on the Approved Project but has encountered challenges first due to the lingering supply chain issues following the COVID-19 pandemic, and then other unforeseen market forces as described further herein which have prevented the Holder from beginning construction on the project as approved. The Holder has complied with the regulatory requirements of requesting and being granted extensions, beyond the three-year timeframe, from the DoN program.

Table 2 depicts the room and bed configurations of the current status (Pre-Project Approval), the Approved Project and the Amended Project.

Table 2a: Overview of the Original Approved De-Densification Project

	Rooms
	Pre-Project Approval Rooms
	Pre-Project Approval Beds
	Approved Project Rooms
	Approved Project Beds
	Amended Project Rooms
	Amended Project Beds

	4-bedded rooms
	5
	20
	0
	0
	0
	0

	3-bedded rooms
	11
	33
	0
	0
	0
	0

	2-bedded rooms
	4
	8
	40
	80
	37
	74*

	Private rooms
	0
	0
	2
	2
	2
	2

	Total 
	20
	61
	42
	82
	39
	76


*Unit 2 will include 5 semi-private hybrid rooms which meet the licensure requirements for single-room and can be used as a single or double as needed by the Holder.

Table 2b: Overview of the Original Approved De-Densification Project

	Area
	Pre-Project Approval Rooms
	Pre-Project Approval Beds
	Approved Project Rooms
	Approved Project Beds
	Amended Project Rooms
	Amended Project Beds

	Floors
	n/a
	1
	n/a
	2
	n/a
	2

	Dementia Special Care Unit
	n/a
	0
	n/a
	1
	n/a
	1

	Gross Sq Feet
	n/a
	20,976
	n/a
	46,225
	n/a
	36,576




[bookmark: _bookmark0]If approved, the Amended Project anticipates adding a second nursing unit to the Facility and making changes to the existing nursing unit at the Facility. Currently the Facility has one 61-bed unit that is a locked unit (“Unit 1”), allowing the Holder to provide specialized services to residents requiring geriatric-psychiatric and Alzheimer’s care. The Amended Project will keep Unit 1 as a locked unit, with an allocated 41 beds which will de-densify all of the 3- and 4-bedded rooms. As part of Unit 1, the Amended Project will also add common and outdoor spaces,[footnoteRef:4] allowing the Holder to be licensed as a Dementia Special Care Unit. [footnoteRef:5] This need was reaffirmed by a market study conducted by the Holder in 2025. Currently, when residents need to step down from the locked Unit they have to be transferred to another facility. Like the Approved Project, the Amended Project would allow these residents to remain at the Facility with their same caregivers supporting continuity of care and a reduction of transfer trauma. [4:  Holder currently is not eligible for DSCU licensure because it does not have the required amount of outdoor space.]  [5:  The market study found that as of July 11, 2025, no new skilled nursing projects were identiﬁed within 12 miles of the Facility, despite SNF occupancy rates in the Facility’s county and metro areas consistently exceeding regional and national benchmarks for occupancy. ] 


[bookmark: _Int_vzeiMMzA]The second unit (“Unit 2”) will be a new 35-bed sub-acute and long-term care unit (6 beds fewer than the Approved Project of the Original DoN), serving residents who need short-term rehabilitation services and traditional long-term care services. As noted in the Holder’s Original DoN application, the need for beds is supported by Baystate Wing Hospital (”the Hospital”), a 74-bed community hospital located less than a mile from the Facility which serves as the Facility’s primary source of referrals. Through ongoing discussions with the Hospital and its orthopedic team, the Holder has identiﬁed a need for short-term rehabilitation beds in the community so that patients receive their short-term rehabilitation care locally.

The Amended Project will also include construction of two rehabilitation gyms that are conveniently accessible via a central elevator for the different patient populations in Unit 1 and Unit 2. Currently, the existing rehabilitation gym is only accessible through the outdoor courtyard, resulting in residents having regular rehabilitation services in their rooms. The addition of an elevator will allow Unit 1 (the locked unit) residents to more easily access one rehabilitation gym in the basement. The second rehabilitation gym will be speciﬁcally for the Unit 2 residents which will minimize the complex administrative task of scheduling that is necessary to balance the two different patient populations in one rehabilitation gym and will enable the Facility to provide timely access to rehabilitation for all residents. Similarly, Unit 2 will also have its own beauty salon since the current one is in Unit 1.

Like the Approved Project, the Amended Project will further enhance the Facility’s operational efficiencies and resident experience. In addition to the central elevator for easy access to services on the basement level, the Amended Project will relocate the Facility entrance and kitchen to a central location. The Facility’s relocated central entrance and exit will have a vestibule and public bathroom with a sink for handwashing for enhanced screening and infection control measures, and there will be a handwashing sink near both Units’ entrances. 

The kitchen in Unit 1 will be converted into an additional outdoor common area, which when combined with the existing common area, will ensure that the Facility meets the common space requirements.[footnoteRef:6] The Amended Project will eliminate shared bathrooms by adding 8 private bathrooms to existing rooms.[footnoteRef:7] [6:  See 100 CMR 15.360 and 105 CMR 150.029 (requiring a total of at least 27-square feet per bed).]  [7:  In Unit 1 there are currently shared bathrooms for up to 8 residents.] 


The Amended Project will further support infection control measures in place at the Facility. In Unit 2, the mechanical systems will include a state-of-the-art VRF forced HVAC system that can provide both heating and cooling in separate rooms or zoned areas throughout the area, ensuring the health, comfort, and well-being of the residents, families and staff. Unit 2 will also include 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.[footnoteRef:8]  [8:  The Unit 2 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] 


In Unit 1, the majority of the existing HVAC systems will remain in place[footnoteRef:9] except where there is substantial renovation. In these areas, such as the new outdoor activity area being created in the former kitchen space, the HVAC systems will have a new high efficiency heat pump to heat and cool the space as well as providing fresh air for the occupants. In addition, a new special care room will be provided with its own fresh air, creating an isolation room, which aids in infection control. [9:  It is cost prohibitive with the existing systems to add the layered approach to Unit 1.] 


Impact on Cost

The regulation requires that a Holder submits a description of the proposed change along with associated cost implications which the Holder outlined in Table 3.

Table 3: Impact of the Amended Project on the Approved Costs

	n/a
	Approved Project 46,225 GSF
	Amended Project 18,850 GSF
	Cost Savings

	Construction Contract (including bond)
	$16,036,718.00
	$10,550,029.00
	$5,486,689.00

	Fixed Equipment not in the Contract
	$462,682.00
	$327,381.00
	$35,301.00

	Architectural Cost (including fee, printing, supervision, etc.) and Engineering Cost
	
$907,984.00
	
$292,300.00
	
$615,684.00

	Pre-ﬁling Planning and Development Costs
	$75,000.00
	$45,000.00
	$30,000.00

	Post-ﬁling Planning and Development Costs
	$25,000.00
	$0
	$25,000.00

	Net Interest Expensed During Construction
	$704,000.00
	$1,065,120.66
	($361,120.66)

	Major Moveable Equipment
	$400,000.00
	$323,755.00
	$76,245.0

	Total Construction Costs
	$18,611,384.00
	$12,603,585.66
	$5,982,798.34

	Financing Costs
	n/a
	n/a
	n/a

	Cost of Securing Financing (administrative, feasibility studies, mortgage insurance, printing, legal, etc.)
	$227,000.00
	$296,209
	($69,208.86)

	Total Financing Costs
	$227,000.00
	$296,209.00
	($69,209.00)

	Estimated Total Capital Expenditure
	$18,838,384.00
	$12,899,794.66
	n/a

	Total Cost Savings
	n/a
	n/a
	$5,938,589.34



As Table 3 shows, overall, the total cost savings from the amended project is $5,938,589.34.   The Holder asserts the Amended Project is more cost effective in all areas except for certain ﬁnancing costs, and states that financing costs are more expensive than the projections in the Approved Project due to the long-term nature of this project and continually rising inﬂation rates. 

In addressing the requirement to assess the cost implications of the proposed Amendment on the Patient Panel, the Holder asserts that there should be no or very modest cost implications to the existing Patient Panel as over 92 percent of patients are enrolled in Medicaid and/or Medicare and they therefore will not be impacted as patient pay amounts/co-pays are fixed by the government payor. Further, the Holder states that private pay rates for the remaining approximately 8 percent will remain consistent with market standards. 


Amended Factor 6: Fulfillment of DPH Community-based Health Initiatives (CHI) Guideline

The DoN regulation requires Long Term Care Facilities, such as Wellman, completing an Amendment for a Significant Change contribute 3 percent of the total value of the project, to the MA Statewide Healthy Aging Fund. For this proposed amendment, the CHI contribution will be amended to a total of $386,993.84. Payment shall be made in two equal installments with the first payment due within 30 days of receipt of a duly approved Amendment to the Notice of Determination of Need, and the second, on the first anniversary of the approved Amendment to the Notice of Determination of Need. Any deviation to this payment schedule will require approval of the Determination of Need program. 
 
Based on the Applicant’s compliance with the above requirement, the Applicant meets the terms of Factor 6.

Staff Analysis and Recommendation

Staff reviewed the original DoN request and the Decision Letter to determine whether the request falls within the scope of that Approval. Staff notes the following:

· This request falls within the definition of Significant Change as the requested change is greater than 10 percent of the originally approved MCE. 
· The extent of the hurdles to achieve financing was not foreseeable.
· This Amendment does not include an expansion of beds over the Approved Project and will decrease the approved total number of licensed beds from 82 to 76. Currently, the approved net increase in beds over its currently licensed beds is 21 while the amended approved bed increase would be 15. Therefore, the current Patient Panel would experience minimal impact regarding clinical services or access.

Given the points above and that the Holder has made substantial and continuing progress on the Project as well as been granted an extension to complete the project, staff finds that the amendment request for a significant change is within the scope of the original DoN request and reasonable, as is required by 105 CMR 100.635(A). Therefore, Staff recommends approval of this Amendment subject to Other Condition pursuant to 105 CMR 100.360.
Other Condition
Upon approval of the Proposed Amendment, post DoN reporting for the Original DoN shall continue for five years after the completion of the Amendment Project with Amendment conditions included in the reporting. 
CHI Conditions to the DoN
1. The total required CHI contribution of $386,993.84 will be directed to the Massachusetts Statewide Healthy Aging Fund. 

2. To comply with the Holder’s obligation to contribute to the Massachusetts Statewide Healthy Aging Fund, the Holder must submit payment to Health Resources in Action (HRiA), the fiscal agent for the CHI Statewide Initiative, in two installments.
a. The Holder must submit the first installment of $193,496.92 to HRiA within 30 days from the date of financing closing or February 8, 2028, whichever date occurs first.
b. The Holder must submit the second installment of $193,496.92 to HRiA no later than 12 months after the first installment becomes due.
3. Payments should be made out to:
Health Resources in Action, Inc. (HRiA) 
2 Boylston Street, 4th Floor 
Boston, MA 02116 
Attn: MACHHAF c/o Bora Toro 
DoN project #: PHC-21052014-LE
4. The Holder must promptly notify DPH (CHI contact staff) when each payment has been made. Please send a PDF image of the check or confirmation of payment to DONCHI@Mass.gov and dongrants@hria.org. If you should have any questions or concerns regarding the payment, please contact the CHI team at DONCHI@Mass.gov.
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