[image: image1.png]ECETVED

OCT 25 20m7
FiRST ATLANTIC [IEALTHCARE
Division of Licensing

and
Regalaiory Seny;

oo

s, Phyilis Powell Sepeanber 5. 2007
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Division of Licensing and Regulatory Services

Department of Human Servicas

Medical Pacilities Unit

Augusta, Maine 04333-0011

Subjeet: Letter of Intent
Re: Interior finishes replacementirelurbishment of Ross Manor located in Baogor, Maine

Dear Ms. Powell,

“hank you and your staff for your time today the exchange was very helpful wid as
sesult 1 sending this Letter OF Intent (LOL) as requircd by Scetion 71,05 of the

ITY LEVI E

As discussed in our meeting we will submil infommation for Jack McMillan's review of those
clements of our plans that impact the 24 bed residential care program and for which the capital
expenditare is great than 335,000 Additionally. we seck a simplified CON review of the
vemaining elements as sct forth helow

Brie( Description:

Ross Manor was constructed i 1991 by Nickerson & Ociy a1 a foral cost of 4,269,000 or
544,937 per bed and s in need of improvements to comply with licensing regulations and to
insure its viable operation in the future. We proposc to refurbish this scvenlcen-year-old facitity
wia three distinet projeets and replace assets that have reached their useful lives based upon A1TA
usefial iife guidelines

The first project relucates the front canopy, replaces finishes in the dinning area and enlarg
therapy areq (which results in the reciprocal relucation and downsizing of our current
administation space int our current therapy area). We would like io begin this project on
September 15, 2007 and complete as much as possible prior 1o November 24, 2007 at a cost of
$599,333. The first project has limited inpact on Médicaid rates as the therapy arc renovations
ire excluded from reinibursciment and administration areas are downsized. This project impacts
the residential care unit and we will submit requested information to Jack relative to his review
of the exeluded and shared costs that result from the front entrance and administrative areas.
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[image: image2.png]The second project «ill take more time to complete. as the work will be undertiken in resident
living arcas. We expeet the cilort t begin in full beginning in January 2008 and finish in June
2008 Replavement of the following assets is intended: interior finishes. carpets. the centratized
mursing station which includes the adjacent day room all of which are focated in commun patient
living arcas. The designs of the new nursing station areas are sensitive 10 HPPA requirements
and better contro] the How of visitors, doctors and staff

Cots:
Total project cost, Projeet One per Nickerson & Oday;  $599,233
Therapy area $ 229125
Administration and Canopy 70,108

S_599,233

Total project cost, Project Two per Nickerson & O'Day:  $_904.047

Total for ail three distinet areas: $1,303.280

Request for Simplified Review

Not withstanding that our projects teplace cquipment as that term §5 used in the AHA gaidelines
for health facility assces, we sespeetfully request that those clements deemed for review under
CON regalations ir our submissiun be subject fo the standards of a simplified review based upon
the facts presented iclow

() Ross Manor now mosts 2 demonstrated need as cstablished by applicable rules ol the
Departruent and is evidenced hy a census of more than 90% and the continuing
licensure each year by the licensing division.

(b)  Ross Manor ohtained 4 CON in 1990 to build the facility and our plans (o replace and
xciurbish asscts are designedt 1o meet continuing Pederal and State regulations.

(¢} Our project results in minimal additional cxpense to the public and facility clicnts
and continues to make the facility compliant with other applicable state and local
Laws and regulations: and will rot adversely affect the health and welfare of any
person carrently heing served by the health care facility. This is cvidenced by the
following facts:

a. 'lhe nssets being replaced in our plan have reached their full usclul life and thus
the planned expenditures continue those elements in the Mainecare rate that
supported the predecessor assets. I this regard any incremental cost incicases are
from general price changes over the seventeen years since the original building
components and fixed cquipment was installed. Therapy relocation will nol have
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any impact on public casts s this space is non-reimbussable for State purpuses
and Federal RUG payments are prospective

b We witl work closely with our general onfractor and the licensing division to
make cortain that all eesidents will bo safe during the construction period and
further hat all health services and regulatory requirements are met. For cxample.
resident meals will be served in theit rooms during the dinming room phasc.
Overalt and just as the dinning room is an cxample, all arcas will be renovated s

amanner that is the least disruptive and for the shortest time periods

Our plancd capitul expenditures have been fully vetted through two rounds of vali
engineering with Nickerson & O’ Day and will be incurred 1o conply with state
Yieensing standards. It was noted in the recent Federal and State survey that facility
interior finishes were in poor condition and that this “surprised” the State’s surveyor
who has come o expect our facilities o be well maintsined. Ross Manor management
shared our plans with the surveyor and avoided citations based upon our asscrtion that
we were soon 1o be fixing deficicat areas

Private rates will not increase as a consequence of these projects and therefore our
demonstration of economic feasibility relies on coninuing customer seceptance of
our product, strong census and quality services (o maintain present funding leve
Dbt service coverage ratios are generally aceepted us good indicators of financial
strength and viability. A debr service coverage ratio of 1.2 times perating income is
considercd by most finaneial institutions to be adsquate 1o insure economie yiability.
Currently the facility debt service coverage ratin i 1.81 and after the project the ratio
will be 160, well within the benchimark standard of 1.2 to 1

As we noted carlicr, there is strong need and demand for Russ Manor services. Our
projects will not diminish this demonstrted need.

Our propasal is the most cost effective manner in which to meet angoing
environmental Ticensing requirements as follows: ‘Fhe cost per bed of the proposed
project is $16,520 (§1,503,280:91 BLDS) compared 1o the cost of a now facility
whigh i5 § 100,000 per bed and more. Also. by awarding the thres conracts
simultaneously, we achicve econamies for construction mimagement, sub-contractor
priting of materials and Yabor. As | noted in our meeting today, the original proposal
from Nickerson & O"Day was over $2,000.000 and this has been reduced by scope
reductions and value engincering clforls to $1,503,280.

Projuct constraction is expected 1o be completed within hwetve months and will be managed to
minimize disruption fo patients and stafl. Our company has a great deal of experience

refurbishing muesing facilitics while simultaneously providing services and we will sclect only
those comractors who meet our requircment

s for patient awareness and safcty.

We cxpeet 1o finance the project costs with a 15-year second mortgage af a rate not o excoed
7.75% i the financing is sceured within the niext 60 days. The debt sorvice coverage rutio afier




[image: image4.png]the project is complezod will be 1,60, Alsu, the remaining primary mostgage of approximately
52,600,000 will be fislly retired by 2010 hence, the lion’s share of debt servic related to the
arigial (inchuding debt related to Engle Place) financing is applied to principal over the neat fow
years significantly reducing interest expense and mitigating against fiture rate increases.

We look forward to your affimmative reply that our projects are eligible for simplificd review
including a review of costs that will be ajtocated to the rescare umi that triggers review under
those regulations.

Sincercly

e
Kenneth Bowden. CRO
First Adantic Healthcare

Ce: Craig Coffin, COO
Wanda Pelkey, CFO
Ken Hews, President of Ross Care




