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BRIEFING MEMO

St. Marguerite D’Youville Pavillion
Renovation of Nursing Bed Rooms in Lewiston, Maine
TO:
Brenda M. Harvey, Commissioner, DHHS

THROUGH:  Catherine Cobb, Director, Division of Licensing and Regulatory Services

FROM:
Phyllis Powell, Manager, Certificate of Need Unit

Larry D. Carbonneau, CPA, Healthcare Financial Analyst
SUBJECT:
Proposal by St. Marguerite D’Youville Pavillion to renovate the Nursing Facility in Lewiston at an estimated capital cost of $1,603,686.
DATE:
October 25, 2007
ISSUE ACTIVATED BY:  The referenced proposal requires Certificate of Need approval as defined in "The Maine Certificate of Need Act of 2002," 22 MRSA Section 326 et seq., as amended.

REGISTERED AFFECTED PARTIES:  Central Maine Medical Center
BACKGROUND:
· St. Marguerite D’Youville Pavillion is a not-for-profit charitable corporation that operates a 280 bed nursing facility in Lewiston, Maine.  St. Marguerite D’Youville Pavillion (D’Youville) is the largest nursing facility in Androscoggin County. St. Marguerite is a subsidiary of Sisters of Charity Health System (SOCHS).  The hospital St. Mary’s Regional Medical Center is an additional subsidiary of SOCHS. This was incorrectly related in the preliminary analysis.
· D’Youville proposes to reduce capacity from 280 beds to 210 beds and renovate its bedrooms to current standards.  No additional square footage will be developed.  The cost of construction is projected to be $1,603,686.

· The D’Youville Renovation project is required to meet the current facility expectations for residents and allow the facility to better take care of its residents.

· The project includes the renovation of the existing D’Youville bedrooms in order to add bathrooms and update the carpeting and surfaces.
· The Division of Licensing and Regulatory Services, Medical Facilities Unit, confirms that D’Youville is a fully licensed nursing home in the State of Maine and is MaineCare and Medicare certified. The Division’s most recent survey was completed on February 2, 2007.  D’Youville plan of correction was deemed to be acceptable on April 5, 2007.

The CONU has determined that the applicant is fit, willing and able to manage this project and continue to provide services at the proper standard of care.
· The applicant has determined that the capital cost for this project is $1,603,686.
· Savings from delicensing 70 beds was calculated at $2,288,574 in the preliminary analysis this was reported as $2,228,574. Reducing the savings from delicensing from the costs of renovating the facility leaves $2,194,647. D’Youville entered into an agreement to sell this $2,194,647 to a third party pursuant to the statutes in effect June 29, 2007. The proceeds from this transaction will finance all but approximately $150,000 of the renovations. The applicant will use surplus cash from operations to fund the remainder of the cost of the renovations.
The CONU has determined that the applicant could financially support this project.
· D’Youville needs to renovate the facility in order to accommodate residents needs for additional privacy and improve rehabilitation spaces. The building was built in the mid 1980’s to accommodate 280 residents; average volume had dropped to approximately 200 by 2006.  Over the last 5 years (2002-2006) volume has decreased from 280 to approximately 210.
· D’Youville is currently constructed to house 280 patients. Existing physical facilities are inadequate to support this patient population.  The focus of the D’Youville Renovation project is targeted at better meeting the more complex emergent needs of the community.
The CONU has determined that D’Youville has demonstrated a need for the proposed project.
· Patient volume has decreased as D’Youville has experienced a loss of patients due to changing demands for privacy and expectations for nursing facilities.
· The CONU has determined that there are no alternatives that would better meet the goals and limit the impact of the project on the finances of the facility.
· The changes to the facility will increase expenses by $133,861 and of that amount MaineCare is expected to reimburse the facility $95,000.  Currently the impact to the Maine budget per year would be approximately $33,265 ($95,000 x 35% (State Portion)).  This cost is MaineCare neutral because the savings from delicensing is a net of this increase from the proposed delicensed beds will cover that expense.
The CONU has determined that the proposed services are consistent with the orderly and economic development of health facilities and health resources for the State
· The CONU has evaluated this proposal against the criteria set forth in the 2007 State Health Plan.  This project addresses several of the criteria, including the first tier priority: Projects with the primary objective of eliminating threats to patient safety.  Without this project the nursing home risks the health and safety to patients as conditions of out of date facilities continue. By making these renovations D’Youville would significantly improve the quality of care by providing separate and more adequate areas for care. 
The CONU has determined that the project would be consistent with the State Health Plan.

· D’Youville nursing home serves a large rehabilitative population that improving the issues of space limitations will improve the quality of care.

The CONU has determined that this project would ensure high-quality outcomes and does not negatively affect the quality of care provided by existing service providers.
· The renovation and removal of these services is not expected to adversely impact the quality of similar services in the community.
· Patient volume has decreased as D’Youville has adjusted to the changed level of services needed in the community.
· The preliminary analysis did not identify that D’Youville Pavillion has an SOCHS administrative services management agreement.

The CONU has determined that this project would not result in inappropriate increases in service utilization.

Comments From Publication of Preliminary Analysis:
On September28, 2007, a letter was received from Mr. John P. Doyle, counsel for St. Marguerite D’Youville Pavillion. This letter contained three major comments specific to the preliminary CON Application submitted by D’Youville: 

1) Correction of the MaineCare savings from the delicensing of the beds.
2) Correction of the relationship between the hospital and the applicant.

3) The existence of an administrative services management agreement.

Additionally, the comments requested that the following language, or similar wording:

Finally, the preliminary Analysis which is part of this CON approval, notes at page 9, that:   
“The proposed renovations are expected to increase depreciation expense by $133,861. MaineCare savings is projected at $2,288,574. [Error Corrected]D’Youville is selling the remaining $2,194,647 in MaineCare savings cash flow for $1,426,100. This is approximately 90% of the renovation costs. The remaining renovations costs will be provided by the operating entity out of existing cash reserves. This project is MaineCare neutral. Calculation is on file at CONU. 
D’Youville has shared with the CONU the Purchase and Sale Agreement (“Agreement”) with Woodlands Assisted Living LLC (“Woodlands”) dated June 29, 2007 conveying the MaineCare Revenue Stream that is equivalent to the net MaineCare savings cash flow set forth at page 9 of the preliminary analysis.

I therefore confirm that the final value of this Revenue Stream that D’Youville is authorized to sell to Woodlands is $2,194,647, and D’Youville may do so immediately upon payment by Woodlands, of the balance of the $1,426,100 Purchase Price set forth in the Agreement shared with CONU. This Revenue Stream will then be available to Woodlands to fund MaineCare eligible beds at its residential care facilities after Woodlands obtains all necessary approvals from DHHS. It is important that Woodlands coordinate with Ms. Powell and Mr. McMillin at the CONU on these further steps. 
CONU Comment:

The three noted items have been incorporated into the body of the briefing memo. There is no material effect of these changes. The changes are considered technical and limited to the presentation of the analysis.
In regards to the inclusion of language into the approval letter, the scope of CON is limited to the activities defined by statute. Title 22, Chapter 103-A Paragraph 329 Section 6 requires a CON for capital expenditures that exceed a certain threshold. Since the proposal was to reduce the bed capacity of the facility and renovate space to provide better facilities for patients this request was considered at the same time. Prior to statute changes on July 1, 2007, facilities had the ability to sell the MaineCare revenue stream of active beds in their facility to another provider. D’Youville has been under no responsibility to wait for CON approval to sell the MaineCare revenue stream. Its risk was that if the CON was not approved that the Revenue stream would be gone. CONU will incorporate the following statement into the approval letter:
Savings from this project are determined to be $2,194,647.  Pursuant to agreements signed before July 1, 2007 the applicant has the right to sell or transfer this MaineCare Revenue Stream of $2,194,647 to another party.
HIGHLIGHTS:


Letter of Intent dated March 1, 2007

Technical Assistance Meeting held on March 28, 2007

Application filed and certified as complete-May 11, 2007

Applicant’s public informational meeting held-June 12, 2007

A public hearing was not requested


Preliminary Analysis Released-September 20, 2007

Preliminary Analysis Published September 21, 2007

Record closed October 1, 2007

Comments From Public:  No public comments were received.

CONU Conclusion:

For all the reasons set forth in the preliminary review, based solely on a review of the record, we conclude that the review criteria have been satisfied as follows:
· The applicant is fit, willing and able to provide the proposed services at the proper standard of care.

· The economic feasibility of the proposed services has been demonstrated.

· A public need for the proposed services has been demonstrated.

· The proposed services are consistent with the orderly and economic development of health facilities and health resources for the State.

· The proposed project is consistent with the State Health Plan.

· The proposed project ensures high-quality outcomes and does not negatively affect the quality of care delivered by existing service providers.

· The proposed project does not result in inappropriate increases in service utilization.

RECOMMENDATION:  The Certificate of Need Unit recommends this proposal be Approved.

Capital Costs


$1,527,320
Capital Costs As Proposed and Approved

$76,366
Contingency Applied For

$1,603,686
Total Approved Capital Budget

