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ALL APPLICATIONS MUST FOLLOW THE FORMATTING REQUIREMENTS DESCRIBED
IMMEDIATELY BELOW. NOT FOLLOWING THESE FORMATTING INSTRUCTIONS WILL
RESULT IN THE APPLICATION BEING RETURNED.

Required Format:

Table of Contents. The application must include a Table of Contents referencing the location of
application materials. Each section in the hard copy submission should be separated with
tabbed dividers. Any exhibits, attachments, etc. should be similarly tabbed, and pages within
each should be numbered independently and consecutively. The Table of Contents must
include:

e Responses to PARTS |, Il, lll, and IV of the COMPREHENSIVE CARE FACILITY
(NURSING HOME) application form

o Responses to PART IV must include responses to the standards in the State
Health Plan chapter, COMAR 10.24.08, applicable to the type of nursing home
project proposed.

0 All Applicants must respond to the general standards, COMAR 10.24.08.05A.

0 Applicants proposing new construction or expansion of comprehensive care
facility beds, including replacement of an existing facility or existing beds, if new
outside walls are proposed must also respond to all the standards in COMAR
10.24.08.05B.

o0 Applicants only proposing renovations within existing facility walls using beds
currently shown in the Commission’s inventory as authorized to the facility must
respond to all the standards in COMAR 10.24.08.05C in addition to the standards
in .05A. Applicants for such renovations should not respond to the standards in
.05B.

0 All Applicants must respond to the Review Criteria listed at 10.24.01.08G(3)(b)
through 10.24.01.08G(3)(f) as detailed in the application form.

¢ Identification of each Attachment, Exhibit, or Supplement



Application pages must be consecutively numbered at the bottom of each page. Exhibits
attached to subsequent correspondence during the completeness review process shall use a
consecutive numbering scheme, continuing the sequencing from the original application. (For
example, if the last exhibit in the application is Exhibit 5, any exhibits used in subsequent
responses should begin with Exhibit 6. However, a replacement exhibit that merely replaces an
exhibit to the application should have the same number as the exhibit it is replacing, noted as a
replacement.

SUBMISSION FORMATS:

We require submission of application materials and the applicant’'s responses to completeness
guestions in three forms: hard copy; searchable PDF; and in Microsoft Word.

e Hard copy: Applicants must submit six (6) hard copies of the application to:
Ruby Potter
Health Facilities Coordinator
Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

o PDF: Applicants must also submit searchable PDF files of the application, supplements,
attachments, and exhibits.> All subsequent correspondence should also be submitted
both by paper copy and as searchable PDFs.

e Microsoft Word: Responses to the questions in the application and the applicant’s
responses to completeness questions should also be electronically submitted in Word.
Applicants are strongly encouraged to submit any spreadsheets or other files used to
create the original tables (the native format). This will expedite the review process.

Applicants are strongly encouraged to submit any spreadsheets or other files used to create the
original tables (the native format). This will expedite the review process.

PDFs and spreadsheets should be submitted to ruby.potter@maryland.gov and
kevin.mcdonald@maryland.gov.

Note that there are certain actions that may be taken regarding either a health care
facility or an entity that does not meet the definition of a health care facility where CON
review and approval are not required. Most such instances are found in the
Commission’s procedural regulations at COMAR 10.24.01.03, .04, and .05. Instances
listed in those regulations require the submission of specified information to the
Commission and may require approval by the full Commission. Contact CON staff at
(410) 764-3276 for more information.

A pre-application conference will be scheduled by Commission Staff to cover this and other
topics. Applicants are encouraged to contact Staff with any questions regarding an application.

1 PDFs may be created by saving the original document directly to PDF on a computer or by using advanced scanning technology
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PART | - PROJECT IDENTIFICATION AND GENERAL INFORMATION
1. FACILITY

Name of Facility: ~ Northampton Manor
Care Health Center

Address:
200 East 16th Street Frederick 21701 Frederick
Street City Zip County

2. Name of Owner: Northampton Manor Nursing and Rehabilitation Center, LLC

If Owner is a Corporation, Partnership, or Limited Liability Company, attach a description of the
ownership structure identifying all individuals that have or will have at least a 5% ownership share in the
applicant and any related parent entities. Attach a chart that completely delineates this ownership
structure.

All of the entities listed are owned by MAHC Holdings, LLC, a Maryland limited
liability company, which is in turn owned by Scott Rifkin, Scott Potter, Howard
Friner, and Alaris USA, Inc.

Northampton Manor Nursing and Rehabilitation Center, LLC is the operating entity
that: (1) holds the license for the facility; (2) employs the employees of the facility;
(3) provides care to the residents of the facility; (4) enters into contracts with
residents, suppliers / vendors of the facilities; and (5) seeks payment /
reimbursement for care.

Northampton Manor Realty, LLC, is the real estate holding company that owns the
land and improvements thereon. It is only a holding company and will not conduct
any operations or own any assets other than the land and improvements. Its only
activity is to lease the facility to Northampton Manor Nursing and Rehabilitation
Center, LLC through a written lease agreement.

Mid-Atlantic Health Care, LLC is a management company used by the owners,
(Scott Rifkin, Scott Potter, and Howard Friner), to manage the financial, accounting,
tax, human resources, and legal functions of the various facilities that are owned by
the owners. This entity provides those services to all of the facilities owned by the
owners, including Northampton Manor Nursing and Rehabilitation Center, LLC,
through a Management Agreement between this entity and each operating entity.



For additional Ownership Information, please see Exhibit A, attached hereto.

3. APPLICANT. If the application has a co-applicant, provide the following information in
an attachment.

Legal Name of Project Applicant (Licensee or Proposed Licensee): Northampton Manor

Nursing and
Rehabilitation Center,
LLC
Address:
200 East 16" Street Frederick 21701 MD Fred.
Street City Zip State County
Telephone: (301) 662-8700

4. NAME OF LICENSEE OR PROPOSED LICENSEE, if different from applicant:

Same as Applicant.




5. LEGAL STRUCTURE OF APPLICANT (and LICENSEE, if different from applicant).

check M or fill in applicable information below and attach an organizational chart
showing the owners of applicant (and licensee, if different).

A.  Governmental
B. Corporation

(1) Non-profit

(2) For-profit

(3) Close State & date of incorporation
C. Partnership

General

Limited

Limited liability partnership

Limited liability limited

partnership

Other (Specify):
D. Limited Liability Company X Maryland (02/18/2015)
E. Other (Specify):

To be formed:
Existing:

See Exhibit A for an Organizational Chart showing the owners of the Applicant.
6. PERSON(S) TO WHOM QUESTIONS REGARDING THIS APPLICATION SHOULD BE
DIRECTED

A. Lead or primary contact:
_ George Watson
Name and Title: VP Corporate Development

Company Name Mid-Atlantic Health Care, LLC

Mailing Address:

1922 Greenspring Drive, Suite 6 Timonium 21093 MD
Street City Zip State

Telephone: 410-308-2300
E-mail Address (required): gwatson@mid-atlanticltc.com

Fax: 410-308-4999

If company name See explanation under Part I, Question # 2.



is different than
applicant briefly
describe the
relationship

B-1. Additional or alternate contacts:

Name and Title: Peter Parvis, Esq.

Company Name Miles & Stockbridge P.C.

Mailing Address:

One West Pennsylvania Ave., Suite 900 Towson 21204 MD
Street City Zip State

Telephone: 410-823-8165
E-mail Address (required): pparvis@milesstockbridge.com
Fax: 410-823-8123

If company name
is different than
applicant briefly
describe the
relationship
Mr. Parvis is legal counsel to the Applicant.

B-2. Additional or alternate contacts:

Name and Title: Andrew Solberg

Company Name A.L.S. Healthcare
Consultant Services

Mailing Address:
5612 Thicket Lane Columbia 21044 MD

Street City Zip State

Telephone: 410-730-2664
E-mail Address (required): asolberg@earthlink.net
Fax: 410-730-6775

If company name
is different than
applicant briefly
describe the
relationship
Mr. Solberg is a consultant to the Applicant.



mailto:asolberg@earthlink.net

7. NAME OF THE OWNER OR PROPOSED OWNER OF THE REAL PROPERTY and Improve
(if different from the licensee or proposed licensee)

Legal Name of the Owner of the Real Property
Northampton Manor Realty, LLC

Address:
1922 Greenspring Drive, Suite 6 Timonium 21093 MD Baltimore
Street City Zip State County

Telephone: 410-308-2300

If Owner is a Corporation, Partnership, or Limited Liability Company attach a description of the
ownership structure identifying all individuals that have or will have at least a 5% ownership share
the in the real property and any related parent entities. Attach a chart that completely delineates th
ownership structure.

For Ownership Information, please see Exhibit A, attached hereto.
8. NAME OF THE Owner of the Bed Rights (i.e., the person/entity that could sell the beds
included in this application to a 3" party):

For Ownership Information, please see Exhibit A, attached hereto.

Legal Name of the Owner of the Rights to Sell the CCF Beds

See above, Part |, question #2.




If the Legal Entity that has or will have the right to sell the CCF beds is other than the Licensee or
the Owner of the Real Property Identified Above Provide the Following Information.

Address:

1922 Greenspring Timonium 21093 MD Baltimore
Drive, Suite 6

Street City Zip State County

Telephone:  410-308-2300

Name of Management Company Mid-Atlantic Health Care, LLC

Address:

1922 Greenspring Drive, Timonium 21093 MD Baltimore
Suite 6

Street City Zip State County
Telephone: 410-308-2300

For Ownership Information, please see Exhibit A, attached hereto.

9. If amanagement company or companies is or will be involved in the clinical or financial
management of the facility or will provide oversight of any construction or renovations
proposed as part of this APPLICATION, identify each company or individual that will
provide the services and describe the services that will be provided. Identify any
ownership relationship between the management company and the owner of the facility
and/or the real property or any related entity.

Name of Management Company: Mid-Atlantic Health Care, LLC

Address:

1922 Greenspring Drive,  Timonium 21093 MD Baltimore
Suite 6

Street City Zip State County
Telephone: 410-308-2300

For Ownership Information, please see Exhibit A, attached hereto.



10. TYPE OF PROJECT

The following list includes all project categories that require a CON pursuant to
COMAR 10.24.01.02(A). Please mark all that apply in the list below.

If approved, this CON would result in (check as many as apply):

(1)
()
®3)
(4)

()

A new health care facility built, developed, or established
An existing health care facility moved to another site
A change in the bed capacity of a health care facility X

A change in the type or scope of any health care service offered
by a health care facility
A health care facility making a capital expenditure that exceeds the X

current threshold for capital expenditures found at:
http://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs_con/documents/con_capital_threshold 20140301.pdf

11. PROJECT DESCRIPTION

A.

Executive Summary of the Project: The purpose of this BRIEF executive summary
is to convey to the reader a holistic understanding of the proposed project: what it is,
why you need to do it, and what it will cost. A one-page response will suffice. Please
include:

(1) Brief Description of the project — what the applicant proposes to do

(2) Rationale for the project — the need and/or business case for the
proposed project

3 Cost — the total cost of implementing the proposed project

(1) and (2) — Description and Rationale of Project:

Mid-Atlantic Health Care, LLC (*MAHC” or “Mid-Atlantic”) is seeking to
bring its Restore Health concept to its newly acquired, five-star CMS rated
Northampton Manor Nursing and Rehabilitation, LLC (“Northampton”)
located in the City of Frederick. The MHCC has already identified a need
for 66 additional comprehensive care beds in Frederick County. MAHC
plans to build on the success it has seen since opening its inaugural 67-
bed Restore Health facility in Waldorf, MD and also the proposed Restore
Health Baltimore City facility under consideration by the MHCC. This new
wing will be branded Restore Health at Northampton (“RNH") and will add
66 additional private rooms and a new 1,900 square foot state of the art
rehabilitation gym all in a hotel-like setting creating a new option for
County residents that further supports the restorative care provided.
MAHC'’s facilities (owned at least one year) average a 4.4 star rating
under CMS’s care gquality measures with 70% of its facilities rating five
stars (including Northampton). MAHC will use this care model to expand
its relationships with its hospital partners in Western Maryland that will

10



provide enhanced clinical programming based on the needs of its hospital
partners. MAHC believes these types of relationships are growing in
importance given the changing needs of hospitals under the Maryland
Medicare Waiver.

Upon completion of RNH, the project will also include a renovation of two
floors of Northampton to improve the look and feel of these nursing units
and create an enhanced resident experience for long term care residents.
The renovation is largely cosmetic, and does not involve any construction
activity in the existing nursing units. The other half of Northampton was
renovated in 2009-2010.

RNH is designed explicitly to serve some patients who are currently
served in the hospital, thereby shifting volume from the hospital setting to
the nursing home setting. It will be equipped to serve a broader patient
population and will provide higher skilled staff/service capabilities to
reduce reliance on the higher cost hospital setting. Its purposes and its
distinct features are defined by the following:

e RNH will provide a higher level of care in the nursing home and
accommodate patients who require the higher skill set, facility
accommodations, specialized equipment, and/or support
services to provide additional care options to residents of
Frederick County. These services will permit hospitals to
discharge patients earlier from the hospital, provide
rehabilitative/restorative care in a lower cost setting, and reduce
readmissions to the hospital.

e RNH will be designed to work in close partnership with hospitals
and physicians in episode management and bundled payment
models. MAHC is exploring integrated treatment protocols that
support lower cost episode management, and allow it to
participate in bundled pricing and shared savings models with
hospitals and physicians. The HSCRC has explicitly identified
bundled payments as one of the strategies supporting the goals
of the waiver. MAHC is prepared to coordinate with Maryland
hospitals and with the HSCRC to develop bundling
arrangements that support the Maryland Demonstration Model.

e Together, RNH and Northampton will provide a lower cost
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alternative setting to the hospital by providing a safe, high
quality, well-resourced inpatient setting for low acuity patients
who are currently admitted to the hospital for cardiac monitoring,
fluid management, IV antibiotics, complex wound care, or
palliative care. RNH will serve as a lower cost setting to which
these patients may be admitted directly. Patients may be
admitted directly from the emergency room or from the hospital
observation unit or admitted directly from home and thereby
avoid hospitalization altogether.?> RNH will function to reduce
unnecessary hospital admissions (PAUs) by providing an
alternative setting, and will reduce readmission rates for patients
discharged from the hospital. Given the already identified need,
RNH will have minimal impact on existing nursing homes
because its census will be built on the increasing demand in
Frederick County.

This new model for a nursing home responds directly to the initiatives
established by The Affordable Care Act:

e The Affordable Care Act created the Center for Medicare and
Medicaid Innovations (CMMI) which then introduced several
initiatives aimed at reducing Medicare and Medicaid
expenditures while enhancing the quality of care. One of the
payment initiatives developed and implemented by CMMI was
the “Bundled Payments for Care Improvement Initiative,”
designed to align incentives for providers (hospitals, post-acute
care providers, physicians and other practitioners), and
encourage these provider networks to work more closely across
specialties and across settings. See https://www.cms.gov.

Under the Bundled Payments Model, profitability is tied to
reducing the costs of care, achieved largely by minimizing
hospital length of stay and reducing hospital re-admissions. In
part, this is achieved by shifting more care to the lower cost sub-
acute or home setting, improving continuity of care across
settings, and elevating the level of services and quality of care
provided in the sub-acute setting. Across the country, bundled

2 We recognize that Medicare reimbursement is not currently available for these services, but the facility
will not open until CY2018 at the earliest, and commercial payors are increasingly paying for this type of
service elsewhere now.
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payment models are operating, and the HSCRC has explicitly
identified bundled payment models as one of the approaches it
aims to expand in Maryland. See HSCRC Payment Models
Workgroup, 6/2/15 http://www.hscrc.state.md.us/hscrc-workgroup-
payment-models.cfm (“Encourage . . . [and] enable population-
based approaches . . . look to broaden authority for gainsharing,
bundled payments, and shared savings for Medicare FFS”).

e The Affordable Care Act of 2010 required the establishment of a
readmission reduction program. The Hospital Readmissions
Reduction Program, made effective in 2012, established a
methodology to calculate the expected 30 day readmission ratio
for three conditions and allowed CMS to reduce payments to
hospitals with excess readmissions. The program was designed
to provide incentives for hospitals to reduce the number of
unnecessary hospitals readmissions. One of the strategies that
hospitals have adopted is to strengthen medical services in
nursing homes to better manage patients in the post-acute
stage. Restore Health has a strong track record in achieving
lower than average readmission rates from the nursing home to
the hospital by providing a high caliber of medical services, care
management protocols, and effective communications between
nursing and medical staff.> Finally, readmission rates may be

3 Evidence from Mid-Atlantic’s nursing homes documents the following readmission rates:

Overall readmission rates CY2015
e Maryland nursing homes (9 facilities) = 14%
e Pennsylvania nursing homes (8 facilities) = 14%

Mid-Atlantic defines its readmission rate as all MHAC residence that have an unplanned readmission to a
hospital within 30 days of discharge from a hospital divided by all admissions to MAHC nursing facilities
that had a hospital stay within the last 30 days prior to admission.

The DelMarva Foundation of Maryland issued a report titled “ICPC Quarterly Scorecard, 2009-2012” that
includes performance indicators related to readmissions across various settings. Included in this report is
the 30-day readmission rate of all patients discharged to skilled nursing facilities. The 30-day readmission
rate for skilled nursing facilities in Maryland in CY2012 is reported as 23.2%. (Source: DelMarva
Foundation, “ICP Quarterly Scorecard, 2009-2012", Appendix 2, page 141). For additional information,
see Exhibit B, which contains selected portions of ICPC Quarterly Scorecard, January 1, 2009 to
December 31, 2012, Maryland, published by Delmarva Foundation, QIO (June 1, 2013).

Also worth noting is the steady decline in readmission rates that Mid-Atlantic has achieved after taking
ownership of facilities.
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lowered by providing more extended inpatient care for
recuperative care after an acute episode. This recuperative
care, however, can be provided at lower cost in the nursing
home setting. The new wing will allow Northampton to better
respond directly to this objective.

Maryland adopted its own readmissions program to incentivize hospitals to
reduce readmissions. The Maryland model is much more inclusive than
the Medicare model discussed above since it applies to many more
conditions and to all patients, not just Medicare.

In addition to the penalties and potential gains under the readmission
program, all Maryland acute hospitals currently are under some form of
population health program (either the Guaranteed Budgeted Revenue or
the Total Patient Revenue program), which is designed to not pay
hospitals for any increase in potentially avoidable utilization, including
readmissions. In addition, the HSCRC penalizes hospitals if individual
hospital and statewide readmission reduction targets are not met. Since
the amount of hospital revenue is basically fixed (with limited adjustments
for 50% of the age cohort adjusted population increase and market shift),
hospitals continue to have incentives to reduce length of stay. However,
given that hospitals’ revenue is not increased for increased for potentially
avoidable readmissions (some readmissions are planned and therefore
permissible), the old problem of inappropriately quick discharges (the
“quicker and sicker” syndrome) is avoided. Unless a hospital has a
medically appropriate discharge option (which this application is intended
to provide), the hospital may keep patients in the inpatient setting longer to
ensure a lack of readmission. Hospitals need an alternative which this
Project is designed to provide.

Overall readmission rates CY2012-2015
Maryland nursing homes, 2012 = 17%
Maryland nursing homes, 2015 = 14%

Pennsylvania nursing homes, 2012 = 22%
Pennsylvania nursing homes, 2015 = 14%

Although Maryland does not currently publish readmission rates from Maryland CCFs, Exhibit C contains
a study prepared by The Maryland Hospital Association which cites a 21.3% readmission rate for
Maryland nursing home patients and an average readmission rate of 17.7% for Frederick County. Mid-
Atlantic’s readmission rate of 14% or lower compares favorably and represents a very substantial
potential for reduction in avoidable hospital utilization.
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By locating RNH at a pre-existing MAHC facility, MAHC can leverage the
strong management and support infrastructure already in place at
Northampton and create a more cost effective strategy for the roll out of
the Restore Health model.

(3) Cost of Project:

The Budget for the total cost of the Project is estimated at $ 10.2 million.
See Table C for additional information.

B. Comprehensive Project Description: The description should include details
regarding:

QD Construction, renovation, and demolition plans

(2) Changes in square footage of departments and units

3) Physical plant or location changes

4) Changes to affected services following completion of the project
(5) Outline the project schedule.

Northampton proposes to construct a new state-of-the art 40,357 square
foot addition to the existing 76,195 square foot facility. This new wing will
be located on southwestern side of the facility. The original building
design included this wing, but was never built as the original owners only
secured the 196 CCF beds currently in use at the facility. The site is
ready for the addition, and will include the expansion of the current kitchen
to provide for the necessary space to prepare food for these new
residents.

In the new wing, Northampton will construct 66 private rooms, each with
its own private bathroom. This will expand the number of private rooms
from two to 68 in the facility. Northampton will add a new 1,927 square
foot rehabilitation gym dedicated for to the residents in this wing. The
addition will also include a new, neighborhood-style, dining and multi-
purpose room to be used by these residents and by residents in the
adjoining, existing nursing unit which enhances the home-like feel of the
facility for all residents. This wing will become the facility’s designated
wing for short term rehab residents. Northampton will, over time, move its
existing short stay residents over to RNH creating an enhanced, “hotel-
like” experience for these residents consistent with the quality and feel of
Mid-Atlantic’'s Restore Health facility in Waldorf, MD and proposed
Restore Health Baltimore facility under review by the MHCC. We have

15



included pictures of the Waldorf facility in Exhibit D. The new wing will
include a separate entrance for families to visit their loved-ones.

Northampton also plans to renovate the adjoining two nursing units to the
north of the new wing to enhance the resident experience. The renovation
is largely cosmetic, and does not involve any construction activity in the
existing nursing units.  The previous owners had renovated the east
wings in 2009-10 and this will allow Northampton to create an enhanced,
home-like setting for all its long-term residents.

12. Complete Table A of the CON Table Package for Nursing Home (CCF) Applications

Table A is attached, see page 63.

13. Identify any community based services that are or will be offered at the facility and explain
how each one will be affected by the project.

The Facility offers and will continue to offer respite services to the citizens in Frederick
City and surrounding areas. No other community-based services are contemplated at

this time.

14. REQUIRED APPROVALS AND SITE CONTROL

A.
B.

Site size: _11  acres

Have all necessary State and local land use and environmental approvals,
including zoning and site plan, for the project as proposed been obtained?
YES NO X__ (If NO, describe below the current status and timetable
for receiving each of the necessary approvals.)

All required City Permits for the Project will be applied for and prosecuted
by the Owner at the appropriate times consistent with the Project
schedule.
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C. Form of Site Control (Respond to the one that applies. If more than one,

explain.):
(@H) Owned by: Northampton Manor Realty, LLC
2 Options to purchase held by: N/A

Please provide a copy of the purchase option as an attachment.

(3) Land Lease held by: N/A

Please provide a copy of the land lease as an attachment.

(4)  Option to lease held by: N/A

Please provide a copy of the option to lease as an attachment.

(5) Other: N/A

Explain and provide legal documents as an attachment.

15. PROJECT SCHEDULE
In completing this section, please note applicable performance requirements time frames
set forth in Commission regulations, COMAR 10.24.01.12. Ensure that the information
presented in the following table reflects information presented in Application Item 11
(Project Description).

Project Schedule Table — Phase | (New Construction)

Table J-1
Proposed Project
Timeline

Obligation of 51% of capital expenditure from approval date 4 Months**
Initiation of Construction within 4 months of the effective date of
a binding construction contract 2 Months**
Time to Completion of Construction from date of capital
obligation 18 Months**

** Assumes Grant of CON by November, 2016

Project Schedule Table — Phase Il (Renovation)

Table J-2
Proposed Project
Timeline

Obligation of 51% of capital expenditure from approval date from
completion of Phase | 4 Months**
Initiation of Construction within 4 months of the effective date of
a binding construction contract 2 Months**
Time to Completion of Construction from date of capital
obligation 12 Months**

** Assumes Grant of CON by November, 2016
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16. PROJECT DRAWINGS

17.

Projects involving new construction and/or renovations should include scalable schematic
drawings of the facility at least a 1/16” scale. Drawings should be completely legible and
include dates.

These drawings should include the following before (existing) and after (proposed), as
applicable:

A. Floor plans for each floor affected with all rooms labeled by purpose or function,
number of beds, location of bath rooms, nursing stations, and any proposed space for
future expansion to be constructed, but not finished at the completion of the project,
labeled as “shell space”.

B. For projects involving new construction and/or site work a Plot Plan, showing the
"footprint" and location of the facility before and after the project.

C. Specify dimensions and square footage of patient rooms.

See Exhibit E. A large scale of each drawing will be submitted with this
Application.

FEATURES OF PROJECT CONSTRUCTION

A. If the project involves new construction or renovation, complete the Construction and
Renovation Square Footage worksheet in the CON Table Package (Table B)

Table B is attached, see page 64.
B. Discuss the availability and adequacy of utilities (water, electricity, sewage, natural

gas, etc.) for the proposed project and identify the provider of each utility. Specify the
steps that will be necessary to obtain utilities.

The site is already served by public utilities for all essential utilities,
including water, electricity, sewage and natural gas.
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PART Il - PROJECT BUDGET

Complete the Project Budget worksheet in the CON Table Package (Table C).

Table C is attached, see page 65.

Note: Applicant should include a list of all assumptions and specify what is included in each
budget line, as well the source of cost estimates and the manner in which all cost estimates are
derived. Explain how the budgeted amount for contingencies was determined and why the
amount budgeted is adequate for the project given the nature of the project and the current
stage of design (i.e., schematic, working drawings, etc.)

Budget Assumptions are attached hereto as Exhibit F.

PART Il - APPLICANT HISTORY, STATEMENT OF RESPONSIBILITY, AUTHORIZATION
AND RELEASE OF INFORMATION, AND SIGNATURE

1. List names and addresses of all owners and individuals responsible for the proposed project
and its implementation.

For ownership information, please see Exhibit A, attached hereto.

2. Are the applicant, owners, or the responsible persons listed in response to Part 1, questions
2, 3,4, 7, and 9 above now involved, or have they ever been involved, in the ownership,
development, or management of another health care facility? If yes, provide a listing of
these facilities, including facility name, address, and dates of involvement.

Yes. MAHC owns and operates a total of 21 skilled nursing facilities comprising
over 3,600 beds in Maryland and Pennsylvania. Please see Exhibit G.

3. Has the Maryland license or certification of the applicant facility, or any of the facilities listed
in response to Question 2, above, been suspended or revoked, or been subject to any
disciplinary action (such as a ban on admissions) in the last 5 years? If yes, provide a
written explanation of the circumstances, including the date(s) of the actions and the
disposition. If the applicant, owners or individuals responsible for implementation of the
Project were not involved with the facility at the time a suspension, revocation, or disciplinary
action took place, indicate in the explanation.

Villa Rosa Nursing and Rehabilitation, LLC —

On 11/06/2014, based upon a Life and Safety Code Survey revisit, conducted by the
Office of Health Care Quality, it was found that this facility was not in compliance
with the requirements of participation and received an imposition of denial of
payments for new admissions. Specifically, based upon observation and discussion
with the maintenance supervisory, it was determined that the facility failed to ensure
that the sprinkler system had been upgraded to full coverage of all areas of the
facility. In addition, the State Fire Marshal observed that ground fault protection was
to be installed in all bathrooms and shower rooms where electrical devices were in
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close proximity to a water source. Proposals for the work had been acquired, but no
contract was signed and no work had been started. @ No harm occurred. All
corrections were made. Substantial compliance was regained. Please see Exhibit
H for relevant materials associated with this survey.

Attached as Exhibit | is a letter dated December 15, 2014 demonstrating that Villa
Rosa Nursing And Rehabilitation, LLC had regained substantial compliance with
Medicare requirements as of December 10, 2014.

Mid-Atlantic of Delmar, LLC —

On May 10, 2013, an abbreviated survey was conducted by the Delaware
Department of Health and Social Services and determined that the facility was not in
substantial compliance with the participation agreement requirements. No harm
occurred. All corrections were made. Substantial compliance was regained.

On May 2, 2013 through May 10, 2013 an unannounced visit and complete facility
census was conducted by the Delaware Department of Health and Social Services.
The nature of the deficiencies at Mid-Atlantic of Delmar involved the following: a)
failing to consult with a physician and/or immediately notify a responsible party for
six of 17 sampled residents who had a significant change in condition requiring
physical intervention; b) failing to ensure three of 17 residents were free from
neglect; c) failing to immediately report thoroughly investigate allegations of neglect
for two of the 17 residents; f) for two of 17 sampled residents, the facility failed to
provide medically-related social services to enable the residents to attain their
highest practicable physical, mental, and psychosocial well-being; g) for one of the
17 sampled residents, the facility failed to ensure that the care plan was updated to
reflect identified care needs; h) for six out of 17 sampled residents, the facility failed
to ensure that the residents received the necessary care and services to attain or
maintain the highest practicable physical, mental, and psychosocial well-being, in
accordance with the comprehensive assessment and plan of care; i) for two out of
17 sampled residents, the facility failed to ensure that two residents with pressure
ulcers received the treatment and services necessary to promote healing and
prevent new sores from developing; j) for one of the 17 sampled residents, the
facility failed to follow established policy/procedure by replacing the gastrostomy
tube via the PEG method; k) for one of 17 residents reviewed and three sub-sample
residents, the facility failed to ensure that the resident environment was as free of
accident hazards as possible; I) for one of the 17 sampled residents, the facility
failed to provide proper treatment of care; m) for one of 17 sampled residents, the
facility failed to provide or obtain mental health rehabilitative services for a resident
admitted with a mental illness diagnosis; n) for seven of the 17 sampled residents,
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the facility was not administered in a manner that enabled it to use its resources
effectively and efficiently to attain the highest practicable well-being of each resident;
o) for seven sampled residents, the facility failed to ensure that the medical director
was enabled to perform the role of ensuring implementation of policies and
procedures as well as coordinating medical care in the facility; for two of the
sampled residents, the facility failed to ensure accurately documented and
systematically organized clinical records. See Exhibit J.

Also attached within Exhibit J is a letter dated September 19, 2013 demonstrating
that the Delmar Nursing and Rehabilitation Center regained substantial compliance
with Federal participation requirements as of September 18, 2013.

We note that this facility, (Mid-Atlantic of Delmar, Inc.), has been sold and is no
longer part of Mid-Atlantic.

Other than the licensure or certification actions described in the response to Question 3,
above, has any facility with which any applicant is involved, or has any facility with which
any applicant has in the past been involved (listed in response to Question 2, above)
received inquiries in last from 10 years from any federal or state authority, the Joint
Commission, or other regulatory body regarding possible non-compliance with any state,
federal, or Joint Commission requirements for the provision of, the quality of, or the payment
for health care services that have resulted in actions leading to the possibility of penalties,
admission bans, probationary status, or other sanctions at the applicant facility or at any
facility listed in response to Question 2? If yes, provide, for each such instance, copies of
any settlement reached, proposed findings or final findings of non-compliance and related
documentation including reports of non-compliance, responses of the facility, and any final
disposition or conclusions reached by the applicable authority.

Northampton Manor Nursing and Rehabilitation Center —

On 03/30/2016, based upon a QIS Medicare/Medicaid recertification survey
conducted by the Office of Health Care Quality, it was found that this facility was not
in compliance with the requirements of participation. There were no level G
deficiencies. A plan of correction was requested within 10 days after the facility
received its form CMS 2567. A plan of correction was submitted and Northampton
received oral notice of substantial compliance. Written notice will be forwarded upon
receipt. Substantial compliance with the recommendations is requested by June 10,
2016. Please see Exhibit K for relevant materials associated with this survey.

Mid-Atlantic of Delmar, LLC - On June 7, 2014, Mid-Atlantic of Delmar, LLC
(herein “Delmar”) made a submission pursuant to OIG’s Self Disclosure Protocol.
The OIG accepted Delmar into the Protocol on July 23, 2014. This case involved an
employee who was hired as a nurse for the provision of nursing services for which
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payment was made under a Federal health care program from October 18, 2013
through May 30, 2014. Unbeknownst to Delmar, at the time of hiring, the employee
had been listed on the OIG List of Excluded Individuals and Entities at the time of
hiring. Upon discovery of the employees excluded status, the employee was
immediately terminated. Delmar followed the law and self-reported the incident to
the OIG. Delmar agreed to pay to OIG $92,344.60 dollars. In consideration of the
obligations of Delmar, the OIG released Delmar from any claims or causes of action
it had against Delmar under 42 U.S.C. 88 1320a-7a and 1320a-7(b) (7). It should be
noted, that the OIG recognized that Mid-Atlantic Health Care, LLC and it facilities
had the integrity to self-report recognized reportable events. As a result, Delmar
received the lowest penalty multiplier under the Civil Monetary Penalty formula.
Please see Exhibit J for relevant materials associated with this matter.

Again, note that this facility, (Mid-Atlantic of Delmar, Inc.), has been sold and is no
longer part of Mid-Atlantic.

Have the applicant, owners or responsible individuals listed in response to Part 1, questions
2,3,4,7,and 9, above, ever pled guilty to or been convicted of a criminal offense in any
way connected with the ownership, development or management of the applicant facility or
any of the health care facilities listed in response to Question 2, above? If yes, provide a
written explanation of the circumstances, including as applicable the court, the date(s) of
conviction(s), diversionary disposition(s) of any type, or guilty plea(s).

No.
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PART IV - CONSISTENCY WITH GENERAL REVIEW CRITERIA AT COMAR
10.24.01.08G(3):

INSTRUCTION: Each applicant must respond to all criteria included in COMAR
0.24.01.08G(3), listed below.

An application for a Certificate of Need shall be evaluated according to all relevant State
Health Plan standards and other review criteria.

If a particular standard or criteria is covered in the response to a previous standard or criteria,
the applicant may cite the specific location of those discussions in order to avoid duplication.
When doing so, the applicant should ensure that the previous material directly pertains to the
requirement and the directions included in this application form. Incomplete responses to any
requirement will result in an information request from Commission Staff to ensure adequacy of
the response, which will prolong the application’s review period.

10.24.01.08G(3)(a). The State Health Plan.

Every Comprehensive Care Facility (“CCF” -- more commonly known as a nursing home)
applicant must address each applicable standard from COMAR 10.24.08: State Health Plan
for Facilities and Services -- Nursing Home and Home Health Services.” Those standards
follow immediately under 10.24.08.05 Nursing Home Standards.

Please provide a direct, concise response explaining the project's consistency with each
standard. In_cases where demonstrating compliance with a standard requires the provision of
specific documentation, please include the documentation as a part of the application.

10.24.08.05 Nursing Home Standards.

A. General Standards. The Commission will use the following standards for review of all
nursing home projects.

(1) Bed Need. The bed need in effect when the Commission receives a letter of intent for
the application will be the need projection applicable to the review.

RESPONSE:

COMAR 10.24.08, “State Health Plan for Facilities and Services: Nursing Home and
Home Health Agency Services” (published in the Maryland Register on April 29, 2016)
identifies a need for 66 Comprehensive Care beds in Frederick County in 2016.

4 [1] Copies of all applicable State Health Plan chapters are available from the Commission and are available on the Commission’s
web site here:http://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs_shp/hcfs shp
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This application proposes to add 66 beds. Thus, it is consistent with the need projection
applicable in this review.

(2) Medical Assistance Participation.

(a) Except for short-stay, hospital-based skilled nursing facilities required to meet .06B
of this Chapter, the Commission may approve a Certificate of Need for a nursing
home only for an applicant that participates, or proposes to participate, in the Medical
Assistance Program, and only if the applicant submits documentation or agrees to
submit documentation of a written Memorandum of Understanding with Medicaid to
maintain the proportion of Medicaid patient days required by .05A 2(b) of this
Chapter.

RESPONSE:

Northampton participates, and will continue to participate, in the Medical Assistance
Program. Prior to licensure, Northampton will execute a written Memorandum of
Understanding with the Medical Assistance Program of the Department of Health and
Mental Hygiene to (i) achieve or maintain the level of participation required by .05A 2(b)
of this Chapter; and (ii) admit residents whose primary source of payment on admission
is Medicaid. On March 20, 2015, the MHCC published the Required Maryland Medical
Assistance Participation Rates for Nursing Homes by Region and Jurisdiction: Fiscal
Year 2013 in the Maryland Register, requiring a Medicaid percentage of 37.59 percent.
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REQUIRED MARYLAND MEDICAL ASSISTANCE PARTICIPATION RATES
FOR NURSING HOMES BY REGION
AND JURISDICTION: FISCAL YEAR 2013

Region/Jurisdiction Required Medicaid Participation Rate*
‘Western Maryland 46.17

Allegany County ) 34.70

Carroll County 44.64

Frederick County 37.59

Garrett County 61.70

Washington County 44.36

In FY 2014 (based on the MHCC’s Public Use data, downloaded from the MHCC
website), Northampton’s Medicaid percentage was 63.5%. This was higher than the
countywide average.

Table K
Total Patient Days, MD Medical Assistance Days, and Percent Medical Assistance
Frederick County Comprehensive Care Facilities

FY 2014
Pat
Total Days_Comp_ %
Comprehensive MD Med Med

Care Patient Days Asst Asst
Genesis College View Center 37,356 27,402 | 73.4%
Vindobona Nursing and
Rehabilitation Center 16,543 10,566 | 63.9%
Citizens Care and
Rehabilitation Center of Frederi 57,449 31,839 | 55.4%
Homewood at
Crumland Farms 42,021 12,420 | 29.6%
Northampton Manor
Health Care Center 62,839 39,930 | 63.5%
Golden LivingCenter Frederick 41,142 30,590 | 74.4%
Genesis Glade Valley Center 43,197 18,809 | 43.5%
Buckingham's Choice, Inc. 14,505 1,237 8.5%
St. Joseph Ministries 34,126 13,370 | 39.2%
Total 349,178 186,163 | 53.3%

Source: MHCC Public Use Data for 2014

While the percentage of total patient days at Northampton that will be Medicaid are
projected to decline from the 63.5% in 2014 to 62%, the number of Medicaid days is
projected to increase (from 39,930 in 2014 to 54,886 once stabilized). The projected
percentage decline is due to at least two factors:
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e Historically, there has been a decline in Medicaid days at nursing homes in
Frederick County. Data from the MHCC’s Public Use Databases show that
the Medicaid percentage in Frederick County facilities declined from 56.1% in
2010 to 53.3% in 2014.

Table L
Average Medicaid Percentage
Frederick County Nursing Homes
2010-2014

%
Year Medicaid
2010 56.10%
2011 54.51%
2012 54.67%
2013 53.09%

2014 53.31%
Source: MHCC Public Use Databases

e Northampton anticipates an overall projected increase in the Medicare and
other (non-Medicaid) payors’ percentage due to the role that post-acute
facilities are increasingly playing in rehabilitation. Since Medicaid is the
largest payor for residents at Northampton, it would follow that the Medicaid
percentage would decline.

Notwithstanding this decline, Northampton will continue to meet this standard.

(b) Each applicant shall agree to serve a proportion of Medicaid patient days that is at
least equal to the proportion of Medicaid patient days in all other nursing homes in
the jurisdiction or region, whichever is lower, calculated as the weighted mean minus
15.5% based on the most recent Maryland Long Term Care Survey data and
Medicaid Cost Reports available to the Commission as shown in the Supplement to
COMAR 10.24.08: Statistical Data Tables, or in subsequent updates published in the
Maryland Register.

RESPONSE:

Northampton agrees to abide by 10.24.08.05A(2)(b).

(c) An applicant shall agree to continue to admit Medicaid residents to maintain its
required level of participation when attained and have a written policy to this effect.

RESPONSE:

Northampton agrees to abide by 10.24.08.05A(2)(c).
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(d) Prior to licensure, an applicant shall execute a written Memorandum of
Understanding with the Medical Assistance Program of the Department of Health
and Mental Hygiene to:

(i)  Achieve or maintain the level of participation required by .05A 2(b) of this
Chapter; and

(i)  Admit residents whose primary source of payment on admission is Medicaid.
(i)  An applicant may show evidence why this rule should not apply.

RESPONSE:

Northampton agrees to serve the Medicaid patient population as required, and shall
execute the required MOU with the Medical Assistance Program of the Department of
Health and Mental Hygiene prior to licensure.

(3) Community-Based Services. An applicant shall demonstrate commitment to providing
community-based services and to minimizing the length of stay as appropriate for each
resident by:

(a) Providing information to every prospective resident about the existence of alternative
community-based services, including, but not limited to, Medicaid home and
community-based waiver programs and other initiatives to promote care in the most
appropriate settings;

(b) Initiating discharge planning on admission; and

(c) Permitting access to the facility for all “Olmstead” efforts approved by the
Department of Health and Mental Hygiene and the Department of Disabilities to
provide education and outreach for residents and their families regarding home and
community-based alternatives.

RESPONSE:

Northampton provides information to all prospective residents about the existence of
alternative community-based services, including but not limited to Medicaid home and
community-based waiver programs, home care, medical day care, assisted living and
other initiatives to promote care in the most appropriate settings. Please see Exhibit L
for examples of such material distributed to prospective residents at Northampton.

The Applicant initiates discharge planning on admission as part of its development of a
care plan. Mid-Atlantic has a strong track record of getting residents out of the facility
and back into the community safely as demonstrated by its hospital readmission rate of
14% across its facilities. Upon admission and twice every day, an interdisciplinary
group that includes the Director of Nursing, the medical directors, and department
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directors, reviews all patients demonstrating a change in status, abnormal lab values,
unstable status or patient/family concerns. These practices have earned 70% of
MAHC's facilities a five star rating form CMS for quality measures. Further, Mid-Atlantic
continues to follow residents after they leave the facility to insure they are getting the
community based services they require to remain healthy and independent.

Northampton will permit access to all residents for the Olmstead efforts approved by the
Department of Health and Mental Hygiene to provide education and outreach for
residents and their families.

(4) Nonelderly Residents. An applicant shall address the needs of its nonelderly (<65 year
old) residents by:

(a) Training in the psychosocial problems facing nonelderly disabled residents; and

(b) Initiating discharge planning immediately following admission with the goal of limiting
each nonelderly resident’s stay to 90 days or less, whenever feasible, and voluntary
transfer to a more appropriate setting.

RESPONSE:

MAHC serves nonelderly disabled residents at Northampton as well as at all of its
facilities. All employees of MAHC facilities are required to complete 30 hours of online
training each year. One of the training modules specifically focuses on age specific
care. We have included the course description in Exhibit M.

Northampton attempts to locate non-elderly patients in rooms as proximate to one
another as possible and consistent with its sister facilities will provide staff with
appropriate training. Northampton focuses on developing discharge plans immediately
upon admission to help manage stays to less than 90 days. As described above, each
of MAHC'’s facilities holds two care planning meetings a day (in morning and late
afternoon to identify changes in condition of any residents (older and younger residents)
and to begin discharge planning. As detailed in Exhibit N, greater than 35% of skilled
nursing centers fail to conduct proper care planning.

In addition, Northampton has wireless Internet available to its residents and also has a
café available to residents and their families.

(5) Appropriate Living Environment. An applicant shall provide to each resident an
appropriate living environment, including, but not limited to:

(&) In anew construction project:
(i) Develop rooms with no more than two beds for each patient room;

(i) Provide individual temperature controls for each patient room; and
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(i) Assure that no more than two residents share a toilet.

(b) In arenovation project:
() Reduce the number of patient rooms with more than_two residents per room;
(i) Provide individual temperature controls in renovated rooms; and

(i) Reduce the number of patient rooms where more than two residents share a
toilet.

(c) An applicant may show evidence as to why this standard should not be applied to the
applicant.

RESPONSE:

The new wing will include 66 private rooms, all with private bathrooms showers and
temperature controls. No patient room will have more than two residents in the new
wing. This will increase the percentage of private rooms at Northampton from
approximately 1% to 41%. There also will be eight specially designed rooms for
bariatric patients where currently there are none. The finishes will help create a bright,
“hotel-like” experience that will enhance the overall resident experience. The project will
also include café-style dining where residents have more choice over what and how
much food they eat.

The project also includes a renovation of the current nursing unit located to the north of
the new wing to similar finishes as those used in the new wing. All these rooms already
have their own temperature controls. The renovations are largely cosmetic in nature
and are intended to brighten the atmosphere and make the facility more “home-like”.
There are not sufficient funds to re-design the existing semi-private rooms to reduce the
number of patient rooms where more than two residents share a toilet.

(6) Public Water. Unless otherwise approved by the Commission and the Office of Health
Care Quality in accordance with COMAR 10.07.02.26, an applicant for a nursing home
shall demonstrate that its facility is, or will be, served by a public water system.

RESPONSE:

The location of the facility is within Frederick City limits and is served by public water
and sewer systems.

(7) Facility and Unit Design. An applicant must identify the special care needs of the
resident population it serves or intends to serve and demonstrate that its proposed
facility and unit design features will best meet the needs of that population. This
includes, but is not limited to:
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(a) Identification of the types of residents it proposes to serve and their diagnostic
groups;

(b) Citation from the long term care literature, if available, on what types of design
features have been shown to best serve those types of residents;

(c) An applicant may show evidence as to how its proposed model, which is not
otherwise documented in the literature, will best serve the needs of the proposed
resident population.

RESPONSE:

The RNH design is oriented toward increasing both the capacity for treating an
increased number of short stay patients as well as more typical comprehensive care
residents. RNH will have a strong emphasis on rehabilitation and creating a restorative
environment unlike any other in the City of Frederick; its design will create a hotel-like
look and feel as opposed to a typical, more institutional, nursing home environment. A
working example of this type of facility is MAHC’s newly constructed Restore Health
Facility (opened in March 2015) in Charles County. This application includes pictures of
that facility to provide a sense of the “look and feel” we are seeking in this facility as
well, (see Exhibit D).

The first floor of RNH will include a dedicated entrance for the families to enter the wing.
This floor will also include a new, 1,927 square foot rehabilitation gym and 1,410 square
foot dining/multipurpose room. There will be two sets of elevators in RNH to allow easy
access to the gym.

Both floors will have 33 private rooms. The private rooms vary in size, but are all larger
than 260 square feet providing ample space for the residents. Each room contains its
own bathroom and shower meaning no residents will share a bathroom with shower.
Four rooms on each floor are designed for bariatric patients with larger doorways for the
entry and in the bathrooms. Currently the facility has no specially designed bariatric
rooms.

As stated the design will add 66 much needed private patient rooms. The advantages
of private rooms are well accepted, but we have attached an article as Exhibit O which
discusses the psychological and clinical advantages to private rooms. The article cites
the positive resident experience and the psychological effect associated with privacy,
and highlights several studies that document lower rates of infection associated with
private rooms. The article also mentions greater family satisfaction and privacy when
visiting their loved ones in facilities with private rooms which helps both long term and
short stay resident families. Finally, it also suggests that greater privacy enabled better
adherence to HIPAA regulations.
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From a regulatory standpoint, the facility’s rooms are designed to be at least double the
required square footage by COMAR for a private or semi-private room. According to
COMAR 10.07.02, a private room must be at least 100 square feet per bed and a semi-
private room must be at least 80 square feet per bed. The average private room in the
facility is almost 300 square feet which is over three times the required size. These
rooms range in size from 262 square feet to 339 square feet.

Larger room sizes enable the facility to serve specific patient populations. For example,
bariatric patients require larger beds. RNH includes eight bariatric rooms Specifically,
Northampton will use Invacare BAR750 beds which measure 48 in x 88 in versus
MAHC’s normal Invacare Carroll CS Series CS7 bed which measures 36 in x 80 in.
The footprint of a bariatric bed alone therefore requires as much as 10 square feet of
additional floor space. Rooms designated for bariatric residents also require larger
bathrooms and space for additional equipment to be rolled in including lifts to aid the
care staff to remove the resident from his/her bed. In addition, these rooms will include
wider, double doors to allow easier access. Other patient populations will enjoy similar
benefits, such as ventilator and dialysis patients who require space for bulky medical
equipment by the bedside for their care.

The design of the facility also promotes a “neighborhood model” as discussed in
Exhibit P. Neighborhood models attempt to create a more home-like setting and
promote greater interaction among residents and increased patient satisfaction. Each
of the two floors has 33 rooms creating its own neighborhood which includes a central
activity/dining space that features café style dining. Northampton uses this design
feature in the east side of the facility and also at its Waldorf facility, pictures of which
were included in Exhibit D. This style of food preparation includes a central kitchen
which makes all the food which is then delivered to the cafes where it is served
individually to each resident from hot warming stations. At both facilities, feedback has
been very strong from our residents as it allows residents to see their options and pick
and choose their own meals. Again, these features enhance the experience for both
short stay and long term care residents of the facility.

RNH, like the rest of Northampton, will be equipped with a WanderGuard monitoring
system so that residents who wander will not be able to leave the building without
setting off an alarm. Mid-Atlantic is prepared to equip the facility with the specialized
equipment for dialysis (potentially at the bedside) and also a vent unit. We will make
the final determination based on discussions with our hospital partners, but each has
currently expressed a need for these services.
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Consistent with the rest of Northampton, specific attention has been made to resident
safety. RNH has been designed to provide a safe environment for the residents,
including the following:

e Proximity of Staff to residents
The nursing stations (one per floor) are located central to all the rooms in RNH
so that nurses and other staff can see all the resident rooms from each station.
The activity and dining areas are also located nearby the nursing stations so that
nurses can observe residents while there as well.

e Standardization
While the rooms may be slightly different in shape each room will have common
equipment.

e Automation and Technology

MAHC is dedicated to using technology to make our nurses and other care staff
more proactive and productive. The RNH wing will include a wireless
infrastructure to enable the use of PointClickCare, Northampton’s chosen
electronic medical record system allowing nurses to get information efficiently at
the point of care. Furthermore, the EMR will interface with Real Time Medical
Systems, which is a data mining tool used in conjunction with the EMR to identify
at risk patents and alerts our nurses when they should intervene before a
resident may have an adverse event. These technologies allow for greater
accuracy, efficiency and care for our residents.

e Noise Reduction
The materials in RNH and the renovation will be designed to reduce noise as
much as possible to create a safer, more restful and enjoyable resident
experience.

e Resident Involvement in Care
Consistent with our philosophy, RNH will promote Resident and family
involvement in care whenever possible. RNH will have a separate entrance and
readily accessible parking to allow resident families to visit their loved one easily
and safely. RNH will hold routine care planning meetings with resident and/or
family participation. It will also create a resident council to solicit feedback from
the residents.

e Precarious Events
RNH, like the rest of Northampton, will have sprinklers and the staff will be
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trained how to react quickly and safely to all potential precarious events.

(8) Disclosure. An applicant shall disclose whether any of its principals have ever pled
guilty to, or been convicted of, a criminal offense in any way connected with the
ownership, development, or management of a health care facility.

RESPONSE:

None of Northampton’s principals have ever pled guilty to, or been convicted of, a
criminal offense in any way connected with the ownership, development, or
management of a health care facility.

(9) Collaborative Relationships. An applicant shall demonstrate that it has established
collaborative relationships with other types of long term care providers to assure that
each resident has access to the entire long term care continuum.

RESPONSE:

As an existing facility, Northampton has established relationships with many providers
and organizations to assure that residents have access to different aspects of the long
term care continuum. These include:

Home Health Care
Spiritrust Lutheran Home Care & Hospice

FMH Home Health
Visiting Angels
Home Instead
Home Call
Bayada

Amada HHC

Hospice Contacts
Hospice of Frederick County
Carroll County Hospice
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ALF’s

Tranquility at Fredericktowne
Country Meadows
Somerford

Heartfields Assisted Living of Frederick
Edenton

B. New Construction or Expansion of Beds or Services. The Commission will review
proposals involving new construction or expansion of comprehensive care facility beds,
including replacement of an existing facility or existing beds, if new outside walls are
proposed, using the following standards in addition to .05A(1)-(9):

(1) Bed Need.

(a) An applicant for a facility involving new construction or expansion of beds or
services, using beds currently in the Commission’s inventory, must address in detail
the need for the beds to be developed in the proposed project by submitting data
including, but not limited to: demographic changes in the target population;
utilization trends for the past five years and expected changes in the next five years;
and demonstrated unmet needs of the target population.

(b) For a relocation of existing comprehensive care facility beds, an applicant must
demonstrate need for the beds at the new site, including, but not limited to:
demonstrated unmet needs; utilization trends for the past five years and expected
changes in the next five years; and how access to, and/or quality of, needed services
will be improved.

RESPONSE:

The population of Frederick County has experienced considerable growth since the year
2000. Maryland Department of Planning projections show that the county wide
population grew by 19.5% between 2000-2010, by 5.2% between 2010 and 2015, and
is projected to grow by another 8.2% between 2015 and 2020. Furthermore, the
population age 65 and over grew disproportionately to the other age groups. That age
cohort grew by 37.6% between 2000-2010, by 28.1% between 2010 and 2015, and is
projected to grow by another 27.52% between 2015-2020. It will have more than
doubled in just 20 years. This data was used to calculate the need for 66 additional
beds in the County, which need will continue to grow.
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0-4
5-19
20-44
45-64
65+
Total

2000
14,056
44,629
73,545
44,211
18,836
195,277

2010
14,862
50,293
75,528
66,788
25,914
233,385

Table M
Population
Frederick County - 2000-2020

%

Change
'00-'10

5.7%
12.7%
2.7%
51.1%
37.6%
19.5%

2015
14,160
50,010
76,070
72,160
33,200
245,600

Source: Maryland Department of Planning website,
http://planning.maryland.qgov/IMSDC/County/fred.pdf, accessed on 3/29/16

%
Change
'10-'15

-4.7%
-0.6%
0.7%
8.0%
28.1%
5.2%

2020
16,730
49,200
83,900
73,480
42,340
265,650

%
Change
'15-'20

18.1%
-1.6%
10.3%
1.8%
27.5%
8.2%

Table N shows the occupancy rates at the Comprehensive Care facilities in Frederick
County 2010-2014, based on MHCC Public Use Data. Of note is that the average
occupancy rate in the county exceeded 90% for every year except 2014, when it was

89.5%.

Genesis College View Center

Vindobona Nursing and Rehabilitation Center

Table N

Occupancy Rates
Comprehensive Care Facilities in Frederick County

2010-2014

Citizens Care and Rehabilitation Center of Frederi

Homewood at Crumland Farms

Northampton Manor Health Care Center

Golden LivingCenter Frederick

St. Catherine's Nursing Center

Genesis Glade Valley Center

Buckingham's Choice, Inc.
St. Vincent Care Center LLC

Total

Source: MHCC Public Use Data

2014
86.0%
69.7%
92.6%
95.9%
87.8%
93.9%

N/A
95.4%
94.6%
82.7%
89.5%

2013
83.5%
89.7%
90.0%
93.5%
88.5%
90.4%

N/A
95.1%
90.0%
90.7%
90.1%

2012
90.9%
73.0%
92.6%
95.4%
93.1%
96.5%

N/A
96.2%
87.5%
87.7%
91.8%

2011
86.6%
72.9%
91.2%
96.5%
92.3%
95.0%
94.3%

108.5%
83.8%
95.0%
93.1%

2010
84.4%
87.3%
85.2%
96.4%
92.4%
95.7%
95.2%
86.9%
84.2%

142.3%
91.1%

The difference between 89.5% occupancy and 90% occupancy is 1,951 patient days,

the equivalent of only 16 admissions.

Hence, if there had just been 16 more people

admitted to the nursing homes in Frederick County in 2014, the occupancy would have
equaled 90%. This is shown in Table O.
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Table O
Admissions, Patient Days, Average Length of Stay, Potential Bed Days and
Number of Admissions Which Would Result in 90% Average Occupancy

2014

Comprehensive Care Facilities in Frederick County

Total Total .005 X | Effective
No Adm Comprehensive Potential | Potential #
Year 2014_ Care Patient ALOS Bed Bed Patients
Comp Days (Days/Admits) Days Days @ALOS
Genesis College
View Center 446 37,356 84 43,435
Vindobona
Nursing and
Rehabilitation
Center 163 16,543 101 23,725
Citizens Care and
Rehabilitation
Center of Frederi 374 57,449 154 62,050
Homewood at
Crumland Farms 159 42,021 264 43,800
Northampton
Manor Health
Care Center 612 62,839 103 71,540
Golden
LivingCenter
Frederick 215 41,142 191 43,800
Genesis Glade
Valley Center 560 43,197 77 45,260
Buckingham's
Choice, Inc. 123 14,505 118 15,330
St. Joseph
Ministries 192 34,126 178 41,245
Total 2,844 349,178 123 390,185 | 1,951 15.89

Source: MHCC Public Use Data

As to future utilization, the MHCC has projected a net bed need for 66 additional beds in
2016, as discussed supra.
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(2) Facility Occupancy.

(a) The Commission may approve a nursing home for expansion only if all of its beds

are licensed and available for use, and it has been operating at 90 percent or higher,
average occupancy for the most recent consecutive 24 months.

(b) An applicant may show evidence why this rule should not apply.

RESPONSE:

Northampton respectfully requests that this rule should not apply. Table P shows the
occupancy for the 24 month period January 1, 2014 through December 28, 2015.

Table P
Percent Occupancy
Northampton Manor
January 1, 2014 through December 28, 2015

Month Year Days Beds

Jan 2014 31 196
Feb 2014 28 196
Mar 2014 31 196
Apr 2014 30 196
May 2014 31 196
Jun 2014 30 196
Jul 2014 31 196
Aug 2014 31 196
Sep 2014 30 196
Oct 2014 31 196
Nov 2014 30 196
Dec 2014 31 196
Jan 2015 31 196
Feb 2015 28 196
Mar 2015 31 196
Apr 2015 30 196
May 2015 31 196
Jun 2015 30 196
Jul 2015 31 196
Aug 2015 31 196
Sep 2015 30 196
Oct 2015 31 196
Nov 2015 30 196
Dec 2015 28 196
Total 727 4,704

Source: Northampton Manor

Potential
Days
6,076
5,488
6,076
5,880
6,076
5,880
6,076
6,076
5,880
6,076
5,880
6,076
6,076
5,488
6,076
5,880
6,076
5,880
6,076
6,076
5,880
6,076
5,880
5,488
142,492

Pt. Days
5,306
4,924
5,348
4,929
5,216
5,054
5,397
5,408
5,198
5,454
5,362
5,243
5,517
4,972
5,060
4,903
5,477
5,290
5,461
5,567
4,974
5,583
5,314
4,742

125,699

% Occup.
87.3%
89.7%
88.0%
83.8%
85.8%
86.0%
88.8%
89.0%
88.4%
89.8%
91.2%
86.3%
90.8%
90.6%
83.3%
83.4%
90.1%
90.0%
89.9%
91.6%
84.6%
91.9%
90.4%
86.4%

88.21%
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During this 24 month period, Northampton’s occupancy was 88.21%. This is only
1.79% lower than the 90% standard. This calculates to 2,544 patient days (.0179 x
142,492 Potential Days = 2,544). As shown in Table O, Northampton Manor’s average
length of stay (ALOS) was 103 days. This means that if just 25 more patients had
entered Northampton Manor over the two year period, Northampton would have been at
90% occupancy.

Mid-Atlantic took over management of Northampton on January 1, 2016. Therefore,
Northampton was under the management of the predecessor owner for the entire 24
months shown above. However, in eight months of 2015, the occupancy exceeded
90%. From February 21 through March 21, 2015, there was a ban on admissions at
Northampton Manor as a result of influenza. One can see that during March and April
2015, the occupancy fell to 83% but recovered in May 2015.

Northampton Manor is also impeded by a lack of Private Rooms with Private Toilets.
Table Q shows that Northampton has the lowest percentage of Private Rooms with
Private Toilets of all of the facilities in Frederick County. This has put Northampton at a
competitive disadvantage, and this project is, in part, intended to address that problem.
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Table Q
Patient Rooms by Type
Nursing Homes in Frederick County

FY 2014
Semi Semi %
Total Private Private | Triple Quad Private | Private | Triple Quad Private
Licensed Room_ Room_ | Room_ | Room_ | Room_ | Room_ | Room_ | Room_ Room_
Beds Private Private | Private | Private | Shared | Shared | Shared | Shared | Physical | Private

(EDO2014) Toilet Toilet Toilet Toilet Toilet Toilet Toilet Toilet | Capacity | Toilet

Genesis College
View
Center 119 10 9 1 0 11 31 0 0 119 8.4%

Vindobona Nursing
and Rehabilitation
Center 65 1 8 0 0 7 7 7 7 65 1.5%

Citizens Care and
Rehabilitation

Center of

Frederick 170 74 0 0 0 0 48 0 0 170 43.5%
Homewood at

Crumland Farms 120 56 0 0 0 0 32 0 0 120 46.7%
Northampton

Manor

Health Care Center 196 2 15 0 0 0 41 0 0 196 1.0%
Golden LivingCenter

Frederick 120 12 0 0 0 0 54 0 0 120 10.0%
Genesis Glade

Valley

Center 124 8 0 0 0 0 58 0 0 124 6.5%
Buckingham's

Choice, Inc. 42 42 0 0 0 0 0 0 0 42 | 100.0%
St. Joseph

Ministries 113 49 0 0 0 0 32 0 0 113 43.4%
Total 1069 254 32 1 0 18 303 7 7 | 1,069 23.8%

Source: MHCC 2014 Public Use Data
For these reasons, Northampton believes that the rule should not apply.
(3) Jurisdictional Occupancy.

(a) The Commission may approve a CON application for a new nursing home only if the
average jurisdictional occupancy for all nursing homes in that jurisdiction equals or
exceeds a 90 percent occupancy level for at least the most recent 12 month period,
as shown in the Medicaid Cost Reports for the latest fiscal year, or the latest
Maryland Long Term Care Survey, if no Medicaid Cost Report is filed. Each
December, the Commission will issue a report on nursing home occupancy.

(b) An applicant may show evidence why this rule should not apply.

RESPONSE:

N/A
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(4) Medical Assistance Program Participation.

(a) An applicant for a new nursing home must agree in writing to serve a proportion of
Medicaid residents consistent with .05A 2(b) of this Chapter.

(b) An applicant for new comprehensive care facility beds has three years during which
to achieve the applicable proportion of Medicaid participation from the time the
facility is licensed, and must show a good faith effort and reasonable progress
toward achieving this goal in years one and two of its operation.

RESPONSE:

As demonstrated in Northampton’s above response to COMAR 10.24.08.02A(2) -
Medical Assistance Participation, Northampton already exceeds the required Medicaid
minimal proportion. Northampton projects that it will continue to exceed it. See Table F.

(c) An applicant for nursing home expansion must demonstrate either that it has a
current Memorandum of Understanding (MOU) with the Medical Assistance Program
or that it will sign an MOU as a condition of its Certificate of Need.

RESPONSE:

Northampton does not currently have an MOU. Northampton commits that, prior to
filing for First Use Review, it will sign an MOU that reflects the most recent Medicaid
participation rate and submit it to the MHCC as part of its request for First Use Review.

(d) An applicant for nursing home expansion or replacement of an existing facility must
modify its MOU upon expansion or replacement of its facility to encompass all of the
nursing home beds in the expanded facility, and to include a Medicaid percentage
that reflects the most recent Medicaid participation rate.

RESPONSE:

Please see prior response.

(e) An applicant may show evidence as to why this standard should not be applied to the
applicant.

(5) Quality. An applicant for expansion of an existing facility must demonstrate that it has
no outstanding Level G or higher deficiencies, and that it maintains a demonstrated
program of quality assurance.

RESPONSE:

MAHC is dedicated to providing to the highest quality, resident-centered care to each
resident. MAHC's facilities owned more than a year have average a 4.4 star rating for
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guality measures as determined by CMS. Northampton itself has a five star rating for
guality measures.

Northampton completed its last survey on in March 2016 and had no Level G or higher
deficiencies. A copy of the latest survey is attached as Exhibit K. Northampton, like all
Mid-Atlantic facilities, has a robust Quality Assurance and Performance Improvement
(QAPI) program that complies with all CMS regulations.

(6) Location. An applicant for the relocation of a facility shall quantitatively demonstrate
how the new site will allow the applicant to better serve residents than its present
location.

RESPONSE:

N/A

C. Renovation of Facility. The Commission will review projects involving renovation of
comprehensive care facilities using the following standards in addition to .05A(1)-(9).

(1) Bed Status. The number of beds authorized to the facility is the current number of
beds shown in the Commission’s inventory as authorized to the facility, provided:

(a) That the right to operate the facility, or the beds authorized to the facility, remains in
good standing; and

(b) That the facility provides documentation that it has no outstanding Level G or higher
deficiency reported by the Office of Health Care Quality.

RESPONSE:

Northampton has a license to operate 196 beds as per the inventory. A copy of the
license is attached in Exhibit Q. Northampton has no Level G or higher deficiencies as
per its latest survey in March 2016 by the Office of Health Care Quality attached as
Exhibit K.

(2) Medical Assistance Program Participation. An applicant for a Certificate of Need for
renovation of an existing facility:

(a) Shall participate in the Medicaid Program;
(b) May show evidence as to why its level of participation should be lower than that
required in .05A2(b) of this Chapter because the facility has programs that focus on

discharging residents to community-based programs or an innovative nursing home
model of care;
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(c) Shall present a plan that details how the facility will increase its level of participation
if its current and proposed levels of participation are below those required in .05A2(b)
of this Chapter; and

(d) Shall agree to accept residents who are Medicaid-eligible upon admission.

RESPONSE:

Northampton already participates in the Medicaid program and will continue to do so
after completion of the addition and renovation at a level in compliance with required
participation rates for Frederick and Western Maryland.

(3) Physical Plant. An applicant must demonstrate how the renovation of the facility will
improve the quality of care for residents in the renovated facility, and, if applicable will
eliminate or reduce life safety code waivers from the Office of Health Care Quality and
the State Fire Marshall's Office.

RESPONSE:

Northampton does not operate under any waivers from life safety codes. The
renovation will improve the quality of care for residents by creating a more “hotel-like”
environment for the residents and also by creating a new café-style, neighborhood
dining concept that is currently in use in the other wing of Northampton and also in
MAHC’s Restore-Waldorf facility. This style of dining has gotten strong reviews from
residents as it promotes more of a home-like setting and allows residents to have
greater choice than the current, more institutional-like, tray service.

10.24.01.08G(3)(b). Need.

The Commission shall consider the applicable need analysis in the State Health Plan. If
no State Health Plan need analysis is applicable, the Commission shall consider whether
the applicant has demonstrated unmet needs of the population to be served, and
established that the proposed project meets those needs.

INSTRUCTIONS: Fully address the way in which the proposed project is consistent with any
specific applicable need standard or need projection methodology in the State Health Plan.

If the current bed need projection published by the MHCC based on the need formula in the
State Health Plan does not project a need for all of the beds proposed, the applicant should
identify the need that will be addressed by the proposed project by quantifying the need for all
facility and service capacity proposed for development, relocation or renovation in the project.

If the project involves modernization of an existing facility through renovation and/or expansion,
provide a detailed explanation of why such modernization is needed by the service area
population of the nursing home. Identify and discuss relevant building or life safety code issues,
age of physical plant issues, or standard of care issues that support the need for the proposed
modernization.
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Please assure that all sources of information used in the need analysis are identified and
identify all the assumptions made in the need analysis with respect to demand for services, the
projected utilization rate(s), and the relevant population considered in the analysis with
information that supports the validity of these assumptions. The existing and/or intended
service area population of the applicant should be clearly defined.

Complete the Statistical Projection (Tables D and E, as applicable) worksheets in the CON
Table Package, as required. Instructions are provided in the cover sheet of the CON package.
Table D must be completed if the applicant is an existing facility. Table E must be completed if
the application is for a new facility or service or if it is requested by MHCC staff.

RESPONSE:

As stated previously, the applicable need analysis in the State Health Plan projects a
need for 66 additional beds in Frederick County.

The population of Frederick County has experienced considerable growth since the year
2000. Maryland Department of Planning projections show that the county wide
population grew by 19.5% between 2000-2010, by 5.2% between 2010 and 2015, and
is projected to grow by another 8.2% between 2015 and 2020. Furthermore, the
population age 65 and over grew disproportionately to the other age groups. That age
cohort grew by 37.6% between 2000-2010, by 28.1% between 2010 and 2015, and is
projected to grow by another 27.52% between 2015 to 2020. It will have more than
doubled in just 20 years.

Table R
Population
Frederick County - 2000-2020

% % %
Change Change Change
2000 2010 '00-'10 2015 '10-'15 2020 '15-'20
0-4 14,056 14,862 5.7% 14,160 -4.7% 16,730 18.1%
5-19 44,629 50,293 12.7% 50,010 -0.6% 49,200 -1.6%
20-44 73,545 75,528 2.7% 76,070 0.7% 83,900 10.3%
45-64 44,211 66,788 51.1% 72,160 8.0% 73,480 1.8%
65+ 18,836 25,914 37.6% 33,200 28.1% 42,340 27.5%
Total 195,277 233,385 19.5% 245,600 5.2% 265,650 8.2%

Source: Maryland Department of Planning website,
http://planning.maryland.qov/MSDC/County/fred.pdf, accessed on 3/29/16

Table S shows the occupancy rates at the Comprehensive Care facilities in Frederick
County 2010-2014, based on MHCC Public Use Data. Of note is that the average
occupancy rate in the county exceeded 90% for every year except 2014, when it was
89.5%.
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Table S
Occupancy Rates
Comprehensive Care Facilities in Frederick County

2010-2014
2014
Genesis College View Center 86.0%
Vindobona Nursing and Rehabilitation Center 69.7%
Citizens Care and Rehabilitation Center of
Frederi 92.6%
Homewood at Crumland Farms 95.9%
Northampton Manor Health Care Center 87.8%
Golden LivingCenter Frederick 93.9%
St. Catherine's Nursing Center N/A
Genesis Glade Valley Center 95.4%
Buckingham's Choice, Inc. 94.6%
St. Vincent Care Center LLC 82.7%
Total 89.5%

Source: MHCC Public Use Data

2013
83.5%
89.7%

90.0%
93.5%
88.5%
90.4%

N/A
95.1%
90.0%
90.7%
90.1%

2012
90.9%
73.0%

92.6%
95.4%
93.1%
96.5%

N/A
96.2%
87.5%
87.7%
91.8%

2011
86.6%
72.9%

91.2%
96.5%
92.3%
95.0%
94.3%
108.5%
83.8%
95.0%
93.1%

2010
84.4%
87.3%

85.2%
96.4%
92.4%
95.7%
95.2%
86.9%
84.2%
142.3%
91.1%

The difference between 89.5% occupancy and 90% occupancy is 1,951 patient days,
the equivalent of only 16 admissions. Hence, if there had just been 16 more people
admitted to the nursing homes in Frederick County in 2014, the occupancy would have

equaled 90%. This is shown in Table T.
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Admissions, Patient Days, Average Length of Stay, Potential Bed Days and
Number of Admissions Which Would Result in 90% Average Occupancy

Table T

Comprehensive Care Facilities in Frederick County

2014

Total Effective
No Adm Comprehensive Total .005 X #
Year 2014 _ Care Patient ALOS Potential Bed | Potential | Patients
Comp Days (Days/Admits) Days Bed Days | @ALOS
Genesis College View Center 446 37,356 84 43,435
Vindobona Nursing and
Rehabilitation Center 163 16,543 101 23,725
Citizens Care and
Rehabilitation Center of
Frederick 374 57,449 154 62,050
Homewood at Crumland
Farms 159 42,021 264 43,800
Northampton Manor Health
Care Center 612 62,839 103 71,540
Golden LivingCenter
Frederick 215 41,142 191 43,800
Genesis Glade Valley Center 560 43,197 77 45,260
Buckingham's Choice, Inc. 123 14,505 118 15,330
St. Joseph Ministries 192 34,126 178 41,245
Total 2,844 349,178 123 390,185 1,951 15.89

Source: MHCC Public Use Data

Northampton has the lowest percentage of private rooms with private toilets of any
facility in Frederick County. This project will address this issue, as all the 66 additional

beds will be in private rooms with private toilets.
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Table U

Room Type
Comprehensive Care Facilities in Frederick County - 2014
Total
Semi Semi Licensed %

Private Private Triple Quad Private Private Triple Quad Beds Private

Room_ Room_ Room_ | Room_ Room_ Room_ | Room_ | Room_ (EDO Room_

Private Private Private Private Shared Shared Shared Shared Private

Toilet Toilet Toilet Toilet Toilet Toilet Toilet Toilet 2014) Toilet
Genesis College View Center 10 9 1 0 11 31 0 0 119 8.4%
Vindobona Nursing and
Rehabilitation Center 1 8 0 0 7 7 7 7 65 1.5%
Citizens Care and
Rehabilitation Center of Frederi 74 0 0 0 0 48 0 0 170 | 435%
Homewood at Crumland
Farms 56 0 0 0 0 32 0 0 120 | 46.7%
Northampton Manor Health
Care Center 2 15 0 0 0 41 0 0 196 1.0%
Golden LivingCenter Frederick 12 0 0 0 0 54 0 0 120 | 10.0%
Genesis Glade Valley Center 8 0 0 0 0 58 0 0 124 6.5%
Buckingham's Choice, Inc. 42 0 0 0 0 0 0 0 42 | 100.0%
st. Joseph Ministries 49 0 0 0 0 32 0 0 113 | 43.4%
Total 254 32 1 0 18 303 7 7 1069 | 23.8%

Source: 2014 MHCC Public Use Data

10.24.01.08G(3)(c). Availability of More Cost-Effective Alternatives.

The Commission shall compare the cost effectiveness of the proposed project with the
cost effectiveness of providing the service through alternative existing facilities, or

through an alternative facility that has submitted a competitive application as part of a
comparative review.

INSTRUCTIONS: Please describe the planning process that was used to develop the proposed
project. This should include a full explanation of the primary goals or objectives of the project or
the problem(s) being addressed by the project. It should also identify the alternative
approaches to achieving those goals or objectives or solving those problem(s) that were
considered during the project planning process, including the alternative of the services being
provided by existing facilities.

For all alternative approaches, provide information on the level of effectiveness in goal or
objective achievement or problem resolution that each alternative would be likely to achieve and
the costs of each alternative. The cost analysis should go beyond development cost to consider
life cycle costs of project alternatives. This narrative should clearly convey the analytical
findings and reasoning that supported the project choices made. It should demonstrate why
the proposed project provides the most effective goal and objective achievement or the most
effective solution to the identified problem(s) for the level of cost required to implement the
project, when compared to the effectiveness and cost of alternatives including the alternative of

47



providing the service through alternative existing facilities, or through an alternative facility that

has submitted a competitive application as part of a comparative review.

RESPONSE:

MAHC analyzed a few different scenarios before settling on this option. Given that only
1% of the facility’s rooms are private today, Northampton also focused on options that
expanded the amount of private room options. MAHC analyzed the following options:

Maintain Status Quo —No change
Give the identified need for additional services, MAHC dismissed this option.

Further, MAHC understood the need to expand the facility’s private room options
and to introduce dedicated space and clinical programs for short stay patients
delivered in a hotel-like setting.

Complete renovation of Facility
Given the strong history of census at the Facility, MAHC dismissed this option as

it would take many of its beds offline during a renovation. The facility was
designed to include this wing, but the previous owner delayed its construction.
The other side of the facility was renovated in 2009/2010 and the cost of
renovation and lost income during an extensive project were deemed too costly.

Demolish existing center and rebuild
Given its recent purchase of the facility in January 2016, MAHC quickly

dismissed this option. MAHC has not identified any ideal spots for a new skilled
nursing center and the additional costs associated with a new facility prohibited
this option.

Northampton is being cost effectively constructed. The following compares the project
costs to the Marshall Valuation Service (“MVS”) benchmark.

TABLE V
I. Marshall Valuation Service
Calculation
Type Convalescent Hospital
Construction Quality/Class C/Good
Stories 2
Perimeter 851
Height of Ceiling 11.65
Square Feet 40,357
f.1 Average floor Area 20,179
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A. Base Costs
Basic Structure
Elimination of HVAC cost for adjustment
HVAC Add-on for Mild Climate
HVAC Add-on for Extreme Climate
Total Base Cost

B. Additions
Elevator (If not in base)
Other
Subtotal

Total

C. Multipliers
Perimeter Multiplier
Product

Height Multiplier (plus/minus from 12")
Product

Multi-story Multiplier (0.5%/story above 3)
Product

D. Sprinklers
Sprinkler Amount
Subtotal

E. Update/Location Multipliers
Update Multiplier
Product

Location Multiplier
Product

Final Square Foot Cost Benchmark

$185.03 11/15

0
0
0
$185.03

$1.56

$0.00

$1.56
$186.59
0.954825679
$178.16

0.991846908
$176.71

1
$176.71

$3.43
$180.14

1.03

$185.54

1.02
$189.25

$189.25

4/16

4/16
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[I. Cost of New Construction

A. Base Calculations
New Construction
Fixed Equipment
Site Preparation
Architectual Fees

Capitalized Construction Interest + Loan Placement Fee

Permits
Subtotal

Actual Per Sq. Foot
$4,113,696 $101.93
$2,090,077 $51.79

$757,736 $18.78

$539,500 $13.37
$242,859 $6.02
$125,000 $3.10
$7,868,868 $194.98

However, this project includes a considerable amount of costs for facets of the project
that would not be included in the MVS average, such as demolition, canopies, etc.

Each of these are listed below:

B. Extraordinary Cost Adjustments

Project Costs

Storm Drains $100,000
Rough Grading $10,000
Site Demolition Costs $10,000
Sediment & Erosion Control
Site Improvements
Landscaping $50,000
Paving $150,000
Lighting $15,000
Utilities

Jurisdictional Hook-up Fees
Signs $3,000
Canopy
Total Cost Adjustments $338,000
Per Square Foot

C. Adjusted Project Cost $7,493,303
Per square foot $185.68

Explanation of Extraordinary Costs

Associated
A&E Fees

$11,075
$1,107
$1,107
$0

$0
$5,537
$16,612
$1,661
$0

$0

$332

$0

$37,433

Associated
Cap Interest

$132
$0

$132

Total

$111,075
$11,107 Site
$11,107 Site
$0 Site
$0 Site
$55,537 Site
$166,612 Site
$16,661 Site

$0 Permits

$0 Permits

$3,464 Building

$0 Building

Site

$375,564
$9.31

To better explain the extraordinary costs Northampton offers the following expanded

explanation of the extraordinary costs:
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e Storm Drains, Rough Grading, Demolition, Landscaping, Paving, Lighting, and
Signs - MVS specifically states that these costs are not included in the MVS
estimate per Section 1, page 3 of the Marshall Valuation Service.

e A&E Fees and Capitalized Interest — Both Architectural and Engineering Fees
and Capitalized Interest are based on project costs including Building, Site
Preparation, and Fixed Equipment. Consequently, if individual components of
these categories are not included in the MVS comparison, their related A&E Fees
and Capitalized Interest should also be removed from the comparison. Since only
the Capitalized Interest associated with the “Building” costs are included in the
comparison, only those items in “Building” (and not, for example, the items in
“Site Preparation”) have had their Capitalized Interest removed from the
comparison.

These costs should fairly be eliminated from the costs that are compared to the MVS
Estimate in order to obtain and “apples to apples” comparison. Eliminating all of the
extraordinary costs reduces the project costs that should be compared to the MVS
estimate from $194.98 to $185.68.

[ll. Comparison

A. Adjusted Project Cost/Sq. Ft. $185.68
B. Marshall ValuationService Benchmark $189.25

One can see that Northampton estimates that the costs in the apples to apples
comparison to the MVS estimate are reasonable and below the MVS comparison.
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M&S Method for Interpolating Area and Perimeter Factor

Table W

Northampton

Manor

New Construction

To use this, substitute the perimeter and average floor area measures that apply. Then substitute the M&S

multipliers from the table on page 15-37 for the sizes just above and below the actual measures.

Perimeter
Area

Below

Actual

Above

Area Interpolation

Perimeter Interpolation
10
11
12
13
14

15

20,000

20,179

25,000

0.949
20178.5
25000
1785
0.021
0.949
0.975
0.027

0.975

1000

851

51
0.9740361
0.0257858

0.9482503

Total

Avg

Below

Perimeter

800

0.949

0.928

930.0

772.0

1,702.0

851.0

Actual

851.0

0.928

20000

20000

5000

0.0357

0.0007497

0.948

0.0357

0.0009639

800

800

200

0.9482503

0.255

0.0065754

Above

1,000

Calculated:

0.975 Below

Actual

0.948 | Above

0.021

178.5

5000

0.0357

0.0007497

0.9482503

0.027

0.0009639

0.9740361

200

51

0.255

0.0257858

0.0065754

0.9548257

Area

21,352
19,005
40,357

20,179

Below

800

0.949

0.9482503

0.928

Actual

851

0.9548257

Above

1,000

0.975

0.9740361

0.948

Elevators
$63,000

1.5610675
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Height

11.33 241918.16

Wall Height Interpolation

12 228060 11 0.977
469978.16 11.65 0.9918469
11.65 0.992 12 1
1 0.977 1 -0.023
2 12 11 0.645517
3 12 11 1
4 0.6455178 / 1 0.645517
5 -0.023 * 0.6455178 0.01484;
6 0.977 -0.0148469 0.991846
Capitalized Construction Allocation
New Renovation Total
Building Cost :113,696
Subtotal Cost $5,535,932 $5,535,932  Cap Fin Fees
Cap Interest $ 326,823 $290,510 $36,314
Building/Subtotal 74.3%
Building Cap
Interest $ 242,859
Sprinkler Interpolation
30,000 3.58
40,357 3.4298235
50,000 3.29
1 3.58 3.29 0.29
2 40,357 30000 10357
3 50000 30000 20000
4 10357 / 20000 0.51785
5 0.29 * 0.51785 0.150176
6 3.58 0.1501765 3.429823

10.24.01.08G(3)(d). Viability of the Proposal.

The Commission shall consider the availability of financial and nonfinancial resources,
including community support, necessary to implement the project within the time frames
set forth in the Commission's performance requirements, as well as the availability of
resources necessary to sustain the project.

INSTRUCTIONS: Please provide a complete description of the funding plan for the project,
documenting the availability of equity, grant(s), or philanthropic sources of funds and
demonstrating, to the extent possible, the ability of the applicant to obtain the debt financing
proposed. Describe the alternative financing mechanisms considered in project planning and
provide an explanation of why the proposed mix of funding sources was chosen.
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Complete applicable Revenue & Expense Tables and the Workforce and Bedside Care
Staffing worksheets in the CON Table Package, as required (Tables H and | for all
applicants and Table F for existing facilities and/or Table G, for new facilities, new
services, and when requested by MHCC staff). Attach additional pages as necessary
detailing assumptions with respect to each revenue and expense line item. Instructions
are provided in the cover sheet of the CON package and on each worksheet. Explain
how these tables demonstrate that the proposed project is sustainable and provide a
description of the sources and methods for recruitment of needed staff resources for the
proposed project, if applicable. If the projections are based on Medicare percentages
above the median for the jurisdiction in which the nursing home exists or is proposed,
explain why the projected Medicare percentages are reasonable.

Audited financial statements for the past two years should be provided by all applicant
entities and parent companies to demonstrate the financial condition of the entities
involved and the availability of the equity contribution. If audited financial statements are
not available for the entity or individuals that will provide the equity contribution, submit
documentation of the financial condition of the entities and/or individuals providing the
funds and the availability of such funds. Acceptable documentation is a letter signed by
an independent Certified Public Accountant. Such letter shall detail the financial
information considered by the CPA in reaching the conclusion that adequate funds are
available.

If debt financing is required and/or grants or fund raising is proposed, detail the
experience of the entities and/or individuals involved in obtaining such financing and
grants and in raising funds for similar projects. If grant funding is proposed, identify the
grant that has been or will be pursued and document the eligibility of the proposed
project for the grant.

Describe and document relevant community support for the proposed project.

Identify the performance requirements applicable to the proposed project (see Part |
guestion 15) and explain how the applicant will be able to implement the project in
compliance with those performance requirements. Explain the process for completing
the project design, obtaining State and local land use, environmental, and design
approvals, contracting and obligating the funds within the prescribed time frame.
Describe the construction process or refer to a description elsewhere in the application
that demonstrates that the project can be completed within the applicable time frame(s).

RESPONSE:

Each of MAHC's facilities are legally organized and financed separately. Some entities
do have audited financial statements (as required by financing sources) and some are
reviewed, but we do not have an audited set of statements that consolidates all entities.
Given this, we submit a letter from Hertzbach as they perform all our independent
reviews and audits and therefore could best provide the support requested in the
application, please see Exhibit Q.
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MAHC has several relationships with banking institutions and is confident it can source
the debt financing contemplated by the application.

10.24.01.08G(3)(e). Compliance with Conditions of Previous Certificates of Need.

An applicant shall demonstrate compliance with all terms and conditions of each
previous Certificate of Need granted to the applicant, and with all commitments made
that earned preferences in obtaining each previous Certificate of Need, or provide the
Commission with a written notice and explanation as to why the conditions or
commitments were not met.

INSTRUCTIONS: List all of the Maryland Certificates of Need that have been issued to the
project applicant, its parent, or its affiliates or subsidiaries over the prior 15 years, including their
terms and conditions, and any changes to approved Certificates that needed to be obtained.
Document that these projects were or are being implemented in compliance with all of their
terms and conditions or explain why this was not the case.

RESPONSE:

Mid-Atlantic Health Care has been issued one Certificate of Need to build a 67-bed
facility in Waldorf, Maryland in Charles County. The initial CON (Docket No. 11-08-
2325) was issued September 10, 2010, but was modified in 2012 to change the location
due to issues with the seller completing certain storm water improvements for the
location. Mid-Atlantic has since completed the construction of the Facility in 2015 and
opened in March 2015. The project was completed on time and within the budgeted
cost.

10.24.01.08G(3)(f). Impact on Existing Providers and the Health Care Delivery System.

An applicant shall provide information and analysis with respect to the impact of the
proposed project on existing health care providers in the health planning region,
including the impact on geographic and demographic access to services, on occupancy,
on costs and charges of other providers, and on costs to the health care delivery system.

INSTRUCTIONS: Please provide an analysis of the impact of the proposed project. Please
assure that all sources of information used in the impact analysis are identified and identify all
the assumptions made in the impact analysis with respect to demand for services, payer mix,
access to service and cost to the health care delivery system including relevant populations
considered in the analysis, and changes in market share, with information that supports the
validity of these assumptions. Provide an analysis of the following impacts:

a) On the volume of service provided by all other existing health care providers that are
likely to experience some impact as a result of this project;

b) On the payer mix of all other existing health care providers that are likely to experience
some impact on payer mix as a result of this project. If an applicant for a new nursing
home claims no impact on payer mix, the applicant must identify the likely source of any

55



expected increase in patients by payer.

c) On access to health care services for the service area population that will be served by
the project. (State and support the assumptions used in this analysis of the impact on
access);

d) On costs to the health care delivery system.
If the applicant is an existing nursing home, provide a summary description of the impact of the
proposed project on costs and charges of the applicant nursing home, consistent with the

information provided in the Project Budget, the projections of revenues and expenses, and the
work force information.

RESPONSE:

a) On the volume of service provided by all other existing health care providers that are
likely to experience some impact as a result of this project:

This project should not have any impact on other facilities. The additional 66 beds that
the Commission has projected to be needed in 2016 is calculated at a county-wide
percent occupancy of 90%. There should be enough volume of patient days to
accommodate the addition of these beds without affecting existing facilities.

As demonstrated previously, the facilities in Frederick County have operated at
approximately 90% for each of the last five years.

With the 8.2% population growth projected by the Maryland Department of Planning for
Frederick County between 2015 and 2020 and, in particular, the 27.5% projected
population growth in the 65 and older age cohort, it is reasonable to project that the
additional population will generate additional Comprehensive Care days.

Hospitals are increasingly collaborating with Comprehensive Care facilities to provide
post-acute care, as they attempt to discharge patients sooner and try to reduce
readmissions and avoidable hospital admissions.

b) On the payer mix of all other existing health care providers that are likely to experience
some _impact on payer mix as a result of this project. If an applicant for a new nursing
home claims no impact on payer mix, the applicant must identify the likely source of any
expected increase in patients by payer:

The Project should not have any impact on the payor mix of existing facilities. The
Medicare age population has a very high growth rate, and the new unit is designed to
treat patients in need of short stay, higher acuity services. Those facilities that currently
treat larger numbers of Medicare patients (as a payor) should not be affected given the
large growth of this category of patients in the county.
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¢) On access to health care services for the service area population that will be served by
the project. (State and support the assumptions used in this analysis of the impact on

access):

See the answer to (a) above. The addition of a dedicated short stay wing with all of the
needed ancillary services should increase access to the unique type of health care
needed by those residents in the County. As you know, hospital consortiums are
engaged in studies of how to reduce the cost per capita of health care while improving
quality. The Facility is engaged in those discussions with the Trivergent Health Alliance
and fully intends to participate in those joint efforts (across the Frederick, Washington
and Allegany county areas) following approval.

d) On costs to the health care delivery system:

RNH’s care programs and facility design are specifically geared toward lowering the
overall costs to the health care delivery system. First, MAHC has an outstanding record
of managing hospital readmissions from its facilities. MAHC’s Maryland skilled nursing
facilities average a 14% readmission rate 30 days after discharge. As detailed in
Exhibit S, according to a study by Avalere Health commissioned by the Maryland
Hospital Association, all Maryland-based skilled nursing centers average a 30-day
readmission rate of 21.7%. A closer look at the facilities in Frederick County illustrates
the opportunity in that county as well. MAHC is already working on instituting its best
practices and care models on Northampton to lower its readmission rate. For the
county, the average readmission rate was 17.9% with only one facility at MAHC'’s
average rate of 14%.
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Table X

Frederick County Skilled Nursing Facilities 2013 Readmission Rates

2013
Readmission

Facility Rate
Buckingham's Choice 17.7%
Citizen's Care & Rehab Center of Frederick 15.7%
College View Center 22.4%
Glade Valley Center 18.9%
Golden Living Center - Frederick 14.0%
Northampton Manor & 18.7%
St. Joseph's Ministries 16.4%
Vindobona Nursing & Rehab Center 19.1%
Average - Frederick County @ 17.9%
|MAHC 2015 Maryland Average 14.0%

(1) Readmission data before MAHC'’s ownership of facility
(2) Excludes CCRCs.

Source: Maryland Hospital Association Skilled Nursing Facility Partnership Development Guide

Lower readmission rates drive lower costs to the health care delivery system.

As mentioned above, MAHC is Trivergent Health Alliance’s exclusive skilled nursing
provider in Trivergent's application for a care management grant from the HSCRC
focused on lowering the cost per capita of health care. Trivergent and MAHC are
exploring gain sharing and bundled care models that incent each provider to lower costs
to the health care delivery system.
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TABLE C. PROJECT BUDGET

INSTRUCTION : Estimates for Capital Costs (1.a-e), Financing Costs and Other Cash Requirements (2.a-g), and Working Capital Startup
Costs (3) must reflect current costs as of the date of application and include all costs for construction and renovation. Explain the basis for
construction cost estimates, renovation cost estimates, contingencies, interest during construction period, and inflation in an attachment
[o the application. If the project involves services other than CCF such as assisted living explain the allocation of costs between the CCF
and the other service(s). See additional instruction in the column to the right of the table.
NOTE : Inflation should only be included in the Inflation allowance line A.1.e. The value of donated land for the project should be included
on Line A.1.a as a use of funds and on line B.8 as a source of funds

CCF Nursing Home EusiiolCliieqSeniine Total
Areas
A, USE OF FUNDS
1. CAPITAL COSTS
a. Land Purchased/Donated 30| B | $0
b. New Construction
(1) Building $4,113,696 $4,113,696
(2) Fixed Equipment $2,090,077' $2,090,077
(3) Site and Infrastructure 757,736 $757,736
(4) Architect/Engineering Fees 539,500 $539,500
(5) Permits (Building, Utilities, Etc.) 125,000 $125,000
SUBTOTAL New Construction $7,626,009 $0 $7,626,009
c. Renovations
(1) Building $662,600 $662,600
(2) Fixed Equipment (not included in construction) 0 0
(3) Architect/Engineering Fees 0 0
(4) Permits (Building, Utilities, Etc.) - 0 0
SUBTOTAL Renovations $662,600 $0 $662,600
d. Other Capital Costs
(1) Movable Equipment $981,000 981,000
(2) Contingency Allowance 250,000 250,000
(3) Gross interest during construction period 290,510 $290,510
(4) Other (Specify/add rows if needed) $0
SUBTOTAL Other Capital Costs $1,521,510 $1,521,510
TOTAL CURRENT CAPITAL COSTS $9,810,118 $0 $9,810,118
e. Inflation Allowance $249,304 $249,304
TOTAL CAPITAL COSTS $10,059,423 $0 $10,059,423)
2. Financing Cost and Other Cash Requirements
a. Loan Placement Fees $36,314] $36,314
b. Bond Discount $0
c. Legal Fees $80,000 $80,000
d. Non-Legal Consultant Fees $20,000 20,000
e. Liguidation of Existing Debt $0
f. Debt Service Reserve Fund $0
g. Other (Specify/add rows if needed) $0
SUBTOTAL $136,314 $136,314,
3. Working Capital Startup Costs $0
TOTAL USES OF FUNDS $10,195,736 30 $10,195,736
B. Sources of Funds B
1. Cash $2,932,998 $2,932,998!
2. Philanthropy (to date and expected) $0
3. Authorized Bonds 0
4. Interest Income from bond proceeds listed in #3 ) 0
5. Mortgage $7,262,738 $7,262,738
6. Working Capital Loans $0
7. Grants or Appropriations
a. Federal 50
b. State 0
c. Local 0
8. Other (Specify/add rows if needed) 0
TOTAL SOURCES OF FUNDS $10,195,736 $10,195,736
Annual Lease Costs (if applicable)
1. Land $0
2. Building $0
3. Major Movable Equipment $0
4. Minor Movable Equipment $0
5. Other (Specify/add rows if needed,
escribe the terms of the lease(s) below, including information on the fair market value of the item(s), and the number of years, annual
cost, and the interest rate for the lease.
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