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In accordance with N.C. GEN. STAT. § 131E-185(al)(1), Brookdale Place of South Charlotte
(“Brookdale”) submits the following comments related to applications to acquire adult care home
beds in Mecklenburg County. Brookdale’s comments include “discussion and argument regarding
whether, in light of the material contained in the application and other relevant factual material, the
application complies with the relevant review criteria, plans and standards.” N.C. GEN. STAT. §
131E-185(al)(1)(c). As such, Brookdale’s comments are organized by the general CON statutory
review criteria and specific regulatory criteria and standards, as they relate to the following
applications:

° Liberty Healthcare Properties of Mecklenburg County, LLC (Liberty), Project ID# F-8524-10
° Mount Tabor Community Development Corporation (Mount Tabor), Project ID # F-8526-10
] Preston House I, LLC, (Preston House), Project ID# F-8522-10

J Queen City Health Investors, LLC, (Queen City), Project ID # F-8523-10

e  The Villages of Mecklenburg Assisted Living, LLC, (The Villages of Mecklenburg), Project
ID # F-8517-10

e Waltonwood at Ballantyne, LLC, (Waltonwood), Project ID # F-8515-10

° Brookdale Place of South Charlotte, LLC, (Brookdale), Project ID # F-8518-10

Based on Brookdale’s review of the applications, and as demonstrated in detail in the attached
comments, each application, with the exception of Brookdale’s application, is non-conforming with
several review criteria and should not be approved. We appreciate your consideration of these
comments.

Sincerely,

rEmi@ Cromer

Consultant to Brookdale Place of South Charlotte

324 Blackwell Street ® Suite 1100 © Durham, NC 27701 © 919.403.3300 © 919.403.3302 fax
www.healthplanningsource.com © info@healthplanningsource.com




Competitive Comments on Mecklenburg County Adult Care Home Bed Applications
submitted by
Brookdale Place of South Charlotte, LL.C

In accordance with N.C. GEN. STAT. § 131E-185(al)(1), Brookdale Place of South
Charlotte, LLC (Brookdale) submits the following comments related to competing
applications to develop adult care home beds in Mecklenburg County to meet the need
for 340 adult care home beds identified in the 2010 State Medical Facilities Plan (SMFP).
Brookdale’s comments include “discussion and argument regarding whether, in light of the
material contained in the application and other relevant factual material, the application
complies with the relevant review criteria, plans and standards.” See N.C. GEN. STAT. § 131E-
185(al)(1)(c). As such, Brookdale’s comments are organized by the general CON
statutory review criteria and specific regulatory criteria and standards, as they relate to
the following applications:

o Liberty Healthcare Properties of Mecklenburg County, LLC (Liberty),
Project ID# F-8524-10

e Mount Tabor Community Development Corporation (Mount Tabor),
Project ID # F-8526-10

® Preston House I, LLC, (Preston House), Project ID# F-8522-10
e Queen City Health Investors, LLC, (Queen City), Project ID # F-8523-10

o The Villages of Mecklenburg Assisted Living, LLC, (The Villages of
Mecklenburg), Project ID # F-8517-10

° Waltonwood at Ballantyne, LLC, (Waltonwood), Project ID # F-8515-10

e  Brookdale Place of South Charlotte, LLC, (Brookdale), Project ID # F-
8518-10

In the following pages, Brookdale has commented fully on each application according
to CON review criteria. Brookdale acknowledges that some deficiencies noted in these
comments could be due to miscommunication in an applicant’'s CON application that
might be adequately addressed in response to comments. However, Brookdale believes
that many of the deficiencies and non-conformities noted are too significant to
overcome in response to comments without amending the application, therefore
rendering the applications unapprovable.




Liberty Healthcare Properties of Mecklenburg County, LLC (Liberty)

(1)

)

The proposed project shall be consistent with applicable policies and need
determinations in the State Medical Facilities Plan, the need determination of
which constitutes a determinative limitation on the provision of any health
service, health service facility, health service facility beds, dialysis stations, or
home health offices that may be approved.

Liberty fails to demonstrate that its project is consistent with all
applicable policies and need determinations in the State Medical
Facilities Plan.

As discussed under Criterion 4 and Criterion 12, Liberty fails to demonstrate
that it has proposed the most effective alternative with regard to facility size
and renovation as they relate to cost effectiveness. As such, Liberty has not
demonstrated its consistency with the Value Basic Principle as required by
Policy GEN-3 and is not conforming with Criterion 1.

The applicant shall identify the population to be served by the proposed project, and
shall demonstrate the need that this population has for the services proposed, and the
extent to which all residents of the area, and, in particular, low income persons,
racial and ethnic minorities, women, handicapped persons, the elderly, and other
underserved groups are likely to have access to the services proposed.

Liberty fails to demonstrate the need of the population for the proposed
project, based on the following reasons:

Liberty projects to reach 95 percent occupancy of its proposed 340 adult care
home beds after only 18 months of operation of the proposed facility and to
maintain that occupancy going forward. Liberty projects a total of 117,895
patient days in the second full fiscal year of the project. These projections
are very aggressive and based on unreasonable and unsubstantiated
assumptions. As explained on pages 61 and 62 of its application, Liberty
assumes that it will open the facility with a starting census of 30 residents in
the general adult care home beds and five residents in the special care unit.
However, while Liberty claims that this is reasonable based on its experience
in opening new facilities, it does not provide any examples of this
experience nor does it specify what type of facility and in what type of
market this previous experience is based upon, and therefore Liberty fails to
provide any substantive evidence supporting its assumed starting census.

Additionally, Liberty applies a very aggressive fill-up rate for the proposed
340 beds. Specifically, on page 62, Liberty states, “Given the experience of

2




)

the owners/operators it is believed that Shamrock Village can attract an

average of 4 new residents a week and factors in a discharge rate of 3
residents per month (0.75 residents per week) in the general adult care
population. It uses the assumption of an average of 1 new special care unit
resident per week and a discharge rate of 1 resident per month (0.25
residents per week).” In other words, and as outlined in Exhibit 28 of
Liberty’s application, until it reaches a stabilized occupancy of 95 percent,
Liberty assumes that it will have a net of 3.25 general adult care home
resident admissions and 0.75 special care unit resident admission per week,
consistently each week for the first 18 months of operation of the facility.
Assuming such an aggressive, and prolonged, fill-up rate appears to be
unreasonable. Further, similar to the starting census, Liberty provides no
concrete evidence that it can reasonably expect to achieve this aggressive fill-
up rate, but rather refers vaguely to past experience of the
owners/ operators.

For these reasons, Liberty is not conforming with Criterion 3.

Where alternative methods of meeting the needs for the proposed project exist, the
applicant shall demonstrate that the least costly or most effective alternative has been
proposed.

Liberty fails to demonstrate that it has proposed the least costly or most
effective alternative.

On page 54 of its application, Liberty states that it considered the
development of 240, rather than 340, adult care home beds. Given Liberty’s
unreasonably aggressive and unsubstantiated assumptions regarding fill-up
of a 340 bed facility, it stands to reason that a 240-bed facility might have
been a more reasonably sized facility. It is questionable whether Liberty can
actually operate a 340-bed facility at even the 85 percent occupancy required
in the criteria and standards. A large facility operated at low occupancy
clearly does not represent an effective alternative. |

Further, of the 830 total facilities in North Carolina that operate licensed
adult care home beds, only 68 facilities (or eight percent) operate more than
100 beds. Of those 68, only seven have 150 or more beds, and only one, The
Commons at Brightmore in New Hanover County with 201 beds, has more
than 200 beds. Liberty proposes a facility with 70 percent more beds than
the largest existing adult care home facility in the State. This comparison
with existing, operational North Carolina providers calls into question the
effectiveness of operating a facility of the magnitude that Liberty proposes.




Based on previously proposed CON projects, it appears that Liberty itself
has even acknowledged that a facility of this size does not represent the
most effective alternative for long-term patient care. As it states in its
application, the facility that Liberty proposes for the location of its 340 adult
care home beds was previously operated as a skilled nursing facility with
289 beds. In 2007, Liberty filed two CON applications, Project ID # F-7910-
07 to relocate 169 of the 289 skilled nursing beds to a new facility in
Matthews, and Project ID # F-7911-07 to relocate the remaining 120 skilled
nursing beds to a new facility in Mint Hill. Liberty’s demonstration of
qualitative need in those two CON applications is entirely contradictory to
its proposed project to develop a 340-bed adult care home facility in the
vacated nursing facility building. Specifically, Liberty argued that the
facility itself, which was built in 1963 and used as a civil defense location,
created challenges in gaining energy and operational efficiencies, and that it
was limited in what it could reasonably accomplish with refurbishments.
As one example, Liberty cited operational efficiency challenges related to
operating seven separate dining rooms given the configuration of the
building. According to its adult care home application that is the subject of
these comments, Liberty still proposes to operate each floor of the facility as
a separate unit, suggesting that it will continue to face the same problems
relative to efficiency that it encountered in operating a skilled nursing
facility in the building.

Moreover, Liberty argued that the six-story structure did not lend itself to
the delivery of good quality patient care, which Liberty prides itself on, and
that the large size of the facility, with 289 beds, was not conducive to
creating a home-like atmosphere, but rather was institutional in feel. For
these reasons, Liberty proposed to relocate the 289 skilled nursing beds to
two separate, smaller facilities, each requiring new construction. This calls
into question how Liberty now proposes to effectively and efficiently
operate a facility with 18 percent more beds than the previous skilled
nursing facility housed. Additionally, providing a home-like, non-
institutional atmosphere in an assisted living facility is as critically
important, if not more so, as providing a home-like atmosphere in a skilled
nursing facility given that assisted living residents are typically much more
independent than nursing home residents and typically have a longer length
of stay. If Liberty was not able to achieve that, or in its own words to
provide good quality patient care, with such a large skilled nursing facility,
it is questionable at best whether Liberty can do so in an even larger adult
care home facility.
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Financial and operational projections for the project shall demonstrate the
availability of funds for capital and operating needs as well as the immediate and
long-term financial feasibility of the proposal, based upon reasonable projections of
the costs of and charges for providing health services by the person proposing the
service.

Liberty fails to demonstrate that the financial and operational projections
are based on reasonable assumptions and therefore fails to demonstrate
the immediate and long-term financial feasibility of the project.

As discussed under Criterion 3, Liberty’s utilization projections are
overstated, unreliable, and based on aggressive and unsubstantiated
assumptions. Because Liberty’s financials projections are based on faulty
utilization projections, the financial feasibility of its proposed project is
questionable.

As discussed under Criterion 7, Liberty fails to demonstrate the availability
of sufficient staff for the operation of its proposed facility. For both direct
care staff alone and the overall staffing of the facility, Liberty projects
significantly lower staff than all other applicants in this review. As a result
of its insufficient FTE projections, Liberty has grossly understated its salary
expenses in its proforma financials.

Additionally, Liberty’s projected per patient day costs in the second full
fiscal year of its proposed project are significantly lower than all other
applicants in several areas, the most concerning being routine services
(health services plus personal care services). In the second full fiscal year of
operation, Liberty projects its total per patient day cost for routine services
to be $27.40. In contrast, the other applicants in this review project a range
of $32.41 to $88.68 per patient day for routine services in the second year,
rendering Liberty’s projection 15 to 53 percent lower than the other
applicants in this review. Similarly, Liberty’s total costs per patient day are
projected to be $73.83 in the second full fiscal year of the project. In contrast,
the other applicants in this review project a range of $96.60 to $147.23 total
costs per patient day in the second year, rendering Liberty’s projection 24 to
50 percent lower than the other applicants in this review. ‘

Further, many of Liberty’s per patient day costs are significantly below the
North Carolina average experience of adult care home facilities. Specifically,
Liberty projects property ownership and use, administrative and general,
and operations and maintenance to be 49 percent, 28 percent, and 10 percent
below the State average cost, respectively. Liberty’s lower than average




property ownership and use cost is likely attributable to the age of its
facility, which is discussed in depth under Criterion 3. Given the age of its
facility, one would expect Liberty’s maintenance and operations cost to be at
least as high as, if not higher than, the State average, especially given
discussions regarding difficulties with energy and operational efficiencies in
its CON applications to relocate skilled nursing beds from the existing
facility. Finally, while its administrative and general costs might be
attributable to efficiencies gained through the operation of such a large
organization, one would still expect its projected Year 2 costs (in 2014) to at
least be similar to the statewide average from 2008, which is the year
reported in the North Carolina statistics. Similarly, Liberty’s total indirect
expenses are 18 percent below the State average, and its total expenses are
four percent below the State average. Based on comparisons with other
applicants in this review and with North Carolina averages, it appears that
Liberty has grossly understated many of its costs.

Additionally, on page 91 of its application, Liberty estimates a total of
$213,430 in start-up expenses. However, Liberty shows no expense for
amortization of start-up expenses in its Form C. This represents another
expense that is erroneously omitted from Liberty’s financial projections and
therefore another understatement of total costs.

Section VIIL5.(b)(ii) of the CON application requires an applicant to provide
copies of personal financial statements for any individual who will
contribute funds for the capital costs of the project. Section VIIL5.(c)
requires an applicant to identify the line item on the personal financial
statements from which the funds will be made available for the proposed
project. As stated on page 86 of its application, Liberty proposes to fund a
portion of the project capital costs ($43,885) with owners’ equity contributed
by Ronald B. McNeill and John A. McNeill, Jr. However, in response to
VIIL5.(b)(ii), on page 87 of its application, Liberty provides only a letter from
a CPA in Exhibit 36, not copies of personal financial statements as required
by the CON application.

Further, Section IX.8.(b)(ii) of the CON application requires an applicant to
provide copies of personal financial statements for any individual who will
contribute funds for the working capital needs of the project. Section IX.8.(c)
requires an applicant to identify the line item on the personal financial
statements from which the funds will be made available for the project.
Liberty states on page 94 of its application that it proposes to fund the
entirety of the working capital needs of the project ($1,504,555) with owners’
equity contributed by Ronald B. McNeill and John A. McNeill, Jr. However,




(7)

(12)

in response to IX.8.(b)(ii), on page 95 of its application, Liberty provides only
a letter from a CPA in Exhibit 36, not copies of personal financial statements
as required by the CON application.

For these reasons, Liberty is not conforming with Criterion 5.

The applicant shall show evidence of the availability of resources, including health
manpower and management personnel, for the provision of the services proposed to
be provided.

Liberty fails to demonstrate the availability of resources necessary for the
provision of the services proposed to be provided.

As shown in Table VIL4, page 81, of Liberty’s application, Liberty projects a
total of 1.24 direct care staff hours per patient day for its general adult care
home beds and 2.83 direct care staff hours per patient day for its special care
unit. Liberty’s staffing projections overall will provide for only 1.47 direct
care staff hours per patient day for the entire 340-bed adult care home. In
contrast, other than Mount Tabor, the other competing applicants projected
a range of 2.34 to 4.13 direct care staff hours per patient day, rendering
Liberty’s projection 37 to 118 percent lower than all other applicants in this
review.

As further evidence that Liberty underestimated its staffing needs for the
proposed project, Liberty projects only 0.37 total FTEs per adult care home
bed. In contrast, the other applicants in this review project a range of 0.66 to
1.03 total FTEs per adult care home bed, rendering Liberty’s projection 45 to
64 percent lower than all other applicants in this review.,

Such significant variances call into question whether Liberty has
demonstrated the availability of sufficient resources for the provision the
adult care home services in its proposed 340-bed facility.

As such, Liberty is not conforming with Criterion 7.

Applications involving construction shall demonstrate that the cost, design, and
means of construction proposed represent the most reasonable alternative, and
that the construction project will not unduly increase the costs of providing
health services by the person proposing the construction project or the costs and
charges to the public of providing health services by other persomns, and that
applicable energy saving features have been incorporated into the construction
plans.




Liberty fails to demonstrate that its construction project represents the
most reasonable alternative. :

As discussed under Criterion 4, Liberty fails to demonstrate that it has
proposed the most effective alternative with regard to renovating its
existing facility for this proposed project. Further, on page 54 of its
application, Liberty states that it considered as an alternative renovating
the existing building to house 240 adult care home beds rather than the
340 proposed in its application. As discussed under Criterion 3 and 4,
Liberty fails to demonstrate the reasonableness of its utilization
projections or that a 340-bed facility represents the most effective
alternative in terms of facility size. Therefore, assuming the costs of
renovating the existing facility (which originally housed 289 skilled
nursing beds) to house 240 beds might be lower than the costs of
renovating the facility to accommodate 340 beds, Liberty fails to
demonstrate that the proposed cost of construction represents the most
reasonable alternative and is not conforming with Criterion 12.

(20)  An applicant already involved in the provision of health services shall provide
evidence that quality care has been provided in the past.

Liberty fails to demonstrate that it has provided quality care in the past.

The Agency should review carefully Liberty’s quality track record within
its long-term care facilities in the Mecklenburg area, specifically Liberty
Rehabilitation and Nursing Center. In addition to the numerous
violations and fines issued by the Department of Health and Human
Services, public news sources cited the reported rise in serious quality
issues after Liberty assumed ownership of the facility, including the
inability to find a resident for four days and her subsequent death, as well
as insufficient staffing and multiple “immediate jeopardy”
determinations. This is significant for the proposed assisted living facility
as it is proposed to be managed by the same entity as Liberty
Rehabilitation and Nursing Center - Liberty Healthcare Management, Inc.

Mount Tabor Community Development Corporation (Mount Tabor)
General Comments on Mount Tabor’s Application:
Mount Tabor’s application is incomplete in a multitude of areas, thereby rendering a

complete and thorough review of its proposal impossible. Specifically, Mount Tabor
failed to provide any response to the following sections:




1.9 (type of operation)

L.10 (ownership identification)

111 (financial interest)

.12 (experience and expertise in providing the proposed service)
I1.1.(e) (impact of proposal on existing providers)

I11.8 (45 minute drive percentage)

IV.2.(b) and (d) (projected utilization tables)

IV.2.(e) (assumptions used for utilization projections)

IV.3.(a) (patient days by payor)

IV.3.(b) (assumptions used for patient days by payor)

VIIL8 (provision of audited or unaudited financial statements for applicant)
VIIL9 (other CON projects under review or development)

VIIL10 (proposed leases)

IX.5 (source of working capital)

XI.2.(h) (map of proposed site)

XI.2.(i)(ii) (subsoil inspection)

X1.2.(i)(ii), XL.2.(j), XL.2.(k), and XI.2.(I) (water and sewer availability)
XL3.(g) (flood plain)

XL3.(h) (map of proposed site)

XL3.(j) (subsoil inspection)

XL5 (building requirements)

XL6 (outdoor activity space)

XL7 (line drawing)

XL8 (beds by level of care and room type)

XL9 (square foot table)

XI.10 (construction cost per square foot and bed), XI1.12 (certified construction cost
estimate). '

(1)  The proposed project shall be consistent with applicable policies and need
determinations in the State Medical Facilities Plan, the need determination of
which constitutes a determinative limitation on the provision of any health
service, health service facility, health service facility beds, dialysis stations, or
home health offices that may be approved.

Mount Tabor fails to demonstrate that its project is consistent with all
applicable policies and need determinations in the State Medical
Facilities Plan.

Given the extent of its non-conformity with all other statutory review,
Mount Tabor clearly fails to demonstrate that its consistency with the basic



3)

principles outlined in Policy GEN-3 and therefore is not conforming with
Criterion 1.

The applicant shall identify the population to be served by the proposed project, and
shall demonstrate the need that this population has for the services proposed, and the
extent to which all residents of the area, and, in particular, low income persons,
racial and ethnic minorities, women, handicapped persons, the elderly, and other
underserved groups are likely to have access to the services proposed.

Mount Tabor fails to demonstrate the need of the population for the
proposed project, based on the following reasons:

Mount Tabor did not provide utilization projections as required by Section
IV of the CON application. The applicant does, however, provide
inconsistent assumptions regarding the fill-up of its proposed 130-bed
facility in multiple places in the application. In Section IIL.7.(a), on page 23
of its application, Mount Tabor states that the facility will begin operation
with 20 reserved SCU beds and 40 reserved ACH beds on October 11, 2011.
Nowhere does Mount Tabor demonstrate the reasonableness of its
assumption that it will have 60 reserved beds on the day its proposed facility
opens. As discussed under Criterion 8, Mount Tabor fails completely to
demonstrate any coordination with the existing health care system.
Therefore, assuming a waiting list of 60 residents prior to opening is
unreasonable and completely unsubstantiated.

Mount Tabor further states on page 23 that the SCU will fill up at a rate of
two new residents per month until the SCU is full in the fifth month of
operation. Page 23 provides no fill-up assumptions for the general ACH
beds. Mount Tabor provides inconsistent fill-up assumptions in Section
IV.2.(c), page 26, of its application. There Mount Tabor states that it projects
to have a total of 30 reserved beds (12 SCU beds and 18 general ACH beds)
when the facility opens, and that those 30 residents will reside in the facility
by the end of the first month of operation. Mount Tabor further states on
page 26 that the SCU will fill up at a rate of three new residents per month
until the fourteenth month, at which time the SCU will be operating at 94.4
percent occupancy. This is clearly contradictory to the fill-up assumptions
provided on page 23. Mount Tabor also states on page 26 that the general
ACH beds will fill up at a rate of five new residents per month until month
fourteen, and then at a rate of three new residents per month until month 24.

Given the absence of required utilization tables and the inconsistency of its
utilization assumptions, Mount Tabor is not conforming with Criterion 3.
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Where alternative methods of meeting the needs for the proposed project exist, the
applicant shall demonstrate that the least costly or most effective alternative has been
proposed.

Mount Tabor fails to demonstrate that it has proposed the least costly or
most effective alternative.

Given the extent of its non-conformity with all other statutory review,
Mount Tabor is not conforming with Criterion 4.

Financial and operational projections for the project shall demonstrate the
availability of funds for capital and operating needs as well as the immediate and
long-term financial feasibility of the proposal, based wupon reasonable projections of
the costs of and charges for providing health services by the person proposing the
service.

Mount Tabor fails to demonstrate that the financial and operational
projections are based on reasonable assumptions and therefore fails to
demonstrate the immediate and long-term financial feasibility of the
project.

As discussed under Criterion 3, Mount Tabor’s utilization projections are
incomplete, unreliable, and based on inconsistent and unsubstantiated
assumptions. Because Mount Tabor’s financials projections are based on
faulty utilization projections, the financial feasibility of its proposed project
is questionable.

As discussed under Criterion 7, Mount Tabor grossly underestimated its
staffing needs for the proposed project and therefore has grossly
understated its salary expenses in its proforma financial statements.

Mount Tabor’s Form C includes salaries and wages under each cost center.
All expenses, regardless of cost center, are listed together under a catch-all
“Operating Expenses” category. Further, nowhere in its application or
proforma financial statements does Mount Tabor provide projections of
patient days for its facility. As such, a comparison of per patient costs with
other applicants and with the North Carolina average is impossible.
Further, Mount Tabor provides no assumptions for its financial projections.
These two issues combined make it impossible to assess the reasonableness
of Mount Tabor’s projected expenses or the overall cost effectiveness and
financial feasibility of its proposal. It is clear, however, that particular costs
are missing or understated. Specifically, in response to Section X.8, Mount
Tabor states that its proforma financials include a management services fee
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and it references a non-existent exhibit for a copy of a management
agreement. However, Mount Tabor’s Form C includes no such expense.
Further, in response to Section 1V.2.(c), Mount Tabor attributes its ability to
have the pre-opening waiting list it expects to its intention to launch an
aggressive marketing campaign prior to licensure of the facility. However,
in its Form C, Mount Tabor budgets only $500 for advertising in the first full
fiscal year. Additionally, as already discussed, Mount Tabor has grossly
understated its salary expenses.

Mount Tabor estimates a total capital cost of $8,170,000 in addition to
working capital needs of $2,560,000. Mount Tabor states on page 48 of its
application that it proposes to fund $4,536,000 of the total capital costs with a
commercial loan, $1,134,000 with owner’s equity, and the remaining
$2,500,000 with a benefactor’s pledge.

Section VIIL5.(b)(ii) of the CON application requires an applicant to provide
copies of personal financial statements for any individual who will
contribute funds for the capital costs of the project. Section VIIL5.(c)
requires an applicant to identify the line item on the personal financial
statements from which the funds will be made available for the proposed
project. While Mount Tabor proposes to fund a portion of the project capital
costs with owner’s equity contributed by Bishop Louis Ngomo Okitenbo, it
does not provide copies of personal financial statements as required by the
"CON application. Exhibit 12 includes a statement from Bishop Louis
Ngomo Okitenbo regarding the financing of the project in which he
references copies of his personal financial statements in a separate exhibit,
but no such exhibit exists.

Mount Tabor did not provide a response to Section IX.5, therefore, it did not
clearly state how it intends to fund its working capital needs. Based on its
response to Section IX.6, though, it appears that Mount Tabor intends to
fund the working capital needs with a commercial loan. However, neither
the letter from the Credit Union provided in Exhibit 6 nor the letter from
Bishop Louis Ngomo Okitenbo regarding the financing of the project
included in Exhibit 12 make any mention of the commercial loan covering
the working capital needs of the project. In fact, the Credit Union letter
specifically references a total loan amount of $4,536,000, which is the exact
portion of the capital costs proposed to be funded with a loan. Therefore,
Mount Tabor fails to demonstrate the availability of funds for the $2,560,000
working capital needed for the proposed project.

- For these reasons, Mount Tabor is not conforming with Criterion 5.
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The applicant shall show evidence of the availability of resources, including health
manpower and management personnel, for the provision of the services proposed to
be provided.

Mount Tabor fails to demonstrate the availability of resources necessary
for the provision of the services proposed to be provided.

As shown in Table VIL4, page 44, of Mount Tabor’s application, Mount
Tabor projects a total of 1.62 direct care staff hours per patient day for its
general adult care home beds and 2.19 direct care staff hours per patient day
for its special care unit. Mount Tabor’s staffing projections overall will
provide for only 1.86 direct care staff hours per patient day for the entire
130-bed adult care home. In contrast, with the exception of Liberty, the
other competing applicants projected a range of 2.34 to 4.13 direct care staff
hours per patient day, rendering Mount Tabor’s projection 20 to 55 percent
lower than all but one other applicant in this review.

Mount Tabor also fails to project FTEs for several necessary staff positions.
Specifically, while it does provide what appears to be an hourly wage rate,
Mount Tabor does not project FTEs for any of the following positions: cooks,
dietary aides, activity director, activity aide, driver, housekeeping
supervisor, housekeeping aides, laundry aides, and janitors. In fact, Mount
Tabor projects no staff at all for activities, housekeeping, or laundry, and
only projects supervisory staff for dietary and maintenance. As a result of
its failure to project FTEs for so many necessary positions, Mount Tabor
projects only 0.16 total FTEs per adult care home bed. In contrast, the other
applicants in this review project a range of 0.66 to 1.03 total FTEs per adult
care home bed, rendering Mount Tabor’s projection 76 to 84 percent lower
than all other applicants in this review.

Mount Tabor clearly has failed to demonstrate the availability of sufficient
resources for the provision of the adult care home services in its proposed
130-bed facility. As such, Mount Tabor is not conforming with Criterion 7.

The applicant shall demonstrate that the provider of the proposed services will make
available, or otherwise make arrangements for, the provision of the necessary
ancillary and support services. The applicant shall also demonstrate that the
proposed service will be coordinated with the existing health care system.

Mount Tabor fails to demonstrate the availability of all proposed

ancillary and support services, or coordination with the existing health
care system.

13
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As discussed under Criterion 7, Mount Tabor does not project FTEs for any
of the following positions: cooks, dietary aides, activity director, activity
aide, driver, housekeeping supervisor, housekeeping aides, laundry aides,
and janitors. In fact, Mount Tabor projects no staff at all for activities,
housekeeping, or laundry, and only projects supervisory staff for dietary
and maintenance. Moreover, Mount Tabor did not provide any evidence of
proposed contractual agreements for the provision of any of these services.
Additionally, on page 14 of its application, Mount Tabor indicates that it will
have contractual relationships for pharmacy services, and with a consultant
RN and dietician. However, it does not provide copies of proposed
contracts and provides no documentation of attempts to establish these
contractual relationships. As such, Mount Tabor has not demonstrated the
availability of all ancillary and support services.

Mount Tabor provides no letters or other documentation of any attempt to
establish relationships with health training programs in the area. Mount
Tabor openly acknowledges in response to Section V.2 that it has not
made any effort to date to develop relationships with any other local
health care providers or social service providers and that was not able to
provide any evidence of support from any groups or individuals who
could affect the project's success. As such, Mount Tabor did not
demonstrate any coordination at all with the existing health care system.

For these reasons, Mount Tabor is not conforming with Criterion 8.

Applications involving construction shall demonstrate that the cost, design, and
means of construction proposed represent the most reasonable alternative, and
that the construction project will not unduly increase the costs of providing
health services by the person proposing the construction project or the costs and
charges to the public of providing health services by other persons, and that
applicable energy saving features have been incorporated into the construction
plans.

Mount Tabor fails to demonstrate that its construction project
represents the most reasonable alternative.

Mount Tabor provided no response to several questions in Section XI.
Specifically,. Mount Tabor provides no information about the square
footage of the proposed facility and does not provide any line drawings of
the proposed facility. Further, the applicant does not provide a certified
construction cost estimate from an architect licensed to do business in
North Carolina. As such, it is impossible to ascertain whether Mount
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Tabor’s construction project represents the most reasonable alternative.
As such, Mount Tabor is not conforming with Criterion 12.

The applicant shall demonstrate the expected effects of the proposed services on
competition in the proposed service area, including how any enhanced
competition will have a positive impact upon the cost effectiveness, quality, and
access to the services proposed; and in the case of applications for services where
competition between providers will not have a favorable impact on cost-
effectiveness, quality, and access to the services proposed, the applicant shall
demonstrate that its application is for a service on which competition will not
have a favorable impact.

Mount Tabor fails to demonstrate that its proposed project will have a
favorable impact on competition.

Mount Tabor is not conforming with all other statutory review criteria and
therefore has failed to demonstrate that its project will have a favorable
impact on competition and is also not conforming with Criterion 18a.

Preston House I, LLC (Preston House)

3)

The applicant shall identify the population to be served by the proposed project, and
shall demonstrate the need that this population has for the services proposed, and the
extent to which all residents of the area, and, in particular, low income persons,
racial and ethnic minorities, women, handicapped persons, the elderly, and other
underserved groups are likely to have access to the services proposed.

Preston House fails to demonstrate the need of the population for the
proposed project, based on the following reasons:

Preston House determined the need for the proposed project based on the
projected population to be served and the patient demand for Alzheimer’s
services. However, the projected population figures and patient demand are
incorrect and inconsistent with the assumptions and methodology provided
by Preston House. These inconsistencies presented in Section IV, which are
discussed below, result in unreliable utilization projections that do not
demonstrate the need for the project.

Preston House provides several methodologies for determining the

prevalence of Alzheimer’s disease and selects methodology #4 to determine
need. Inconsistencies in Methodology #4 (page 69) include:
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The total North Carolina population (labeled E) from the NC Office
of State Budget and Management does not match the sum of
populations by age group (labeled A, B, C, and D).

The age range for prevalence of Alzheimer’s (labeled F), matches its
source data, “Alzheimer’s and Dementia Update”; however, it does not
match the corresponding age range of Alzheimer’s patients (labeled
I) that was determined from this source data. These differences in age
group may result in significantly different projections given the wide
variance of prevalence shown (labeled F, G, and H).

Projected North Carolina Alzheimer’s patients (labeled I, J, and K) do
not match the calculated numbers from the methodology provided in
the row below. For instance, total Alzheimer’s patients ages 60-70
(labeled I) is shown as 41,016, but the number generated from the
formula provided in the row below (labeled (A/2)/F) is 11,719
Alzheimer’s patients ages 60-70. These miscalculations are found for
every age group shown of Alzheimer’s patients.

On page 71, Preston House further describes its methodology to determine
need and states, “The following need methodology uses the Alzheimer’s and
Dementia Update assumptions and shows the projected demand for
Alzheimer’s care in Mecklenburg, Cabarrus, Iredell, and Rowan Counties.”
Inconsistencies between the need methodology and the projected demand
(pages 71-76) include:

On pages 72, 74 and 76, the age range for prevalence of Alzheimer’s
(labeled F), matches its source data, “Alzheimer’s and Dementia
Update”; however, it does not match the corresponding age range of
Alzheimer’s patients (labeled I) that was determined from this source
data. As stated previously, these differences in age group may result
in significantly different projections given the wide variance in
prevalence shown (labeled F, G, and H).

Projected Alzheimer’s patients, both by county and total (labeled 1, J,
and K), do not match the calculated numbers from the methodology
provided in the row below. For instance, on page 72, the total number
of Alzheimer’s patients ages 60-70 (labeled I) within the four counties
is shown as 2,108, but the number generated from the formula
provided in the row below (labeled (A/2)/F) is only 1,054
Alzheimer’s patients ages 60-70. These miscalculations are

16




()

consistently found for every age group, every county and every
project year.

o Incorrect projected numbers of Alzheimer’s patients were then
multiplied by 30 percent to determine the projected demand for
Alzheimer’s care in Mecklenburg, Cabarrus, Iredell, and Rowan
Counties. It is therefore certainly reasonable to assume that the
inconsistency between projections and the need methodology result
in an unreliable estimated need.

o Projected market share shown on page 77 is also unreliable, as it was
determined based on projected patient demand.

Projected Preston House residents by county, on page 77, show that 48.5
patients will come from Iredell County and only six patients will come from
Mecklenburg County, out of the 56.6 total residents projected in FY 2013.
This is inconsistent with the projected patient origin described in Section III,
which states that most Preston House residents will come from
Mecklenburg County.

Financial and operational projections for the project shall demonstrate the
availability of funds for capital and operating needs as well as the immediate and
long-term financial feasibility of the proposal, based upon reasonable projections of
the costs of and charges for providing health services by the person proposing the
service. ‘

Preston House fails to demonstrate that the financial and operational
projections are based on reasonable assumptions and therefore fails to
demonstrate the immediate and long-term financial feasibility of the
project.

As discussed under Criterion 3, Preston House's utilization projections are
unreasonable and unsubstantiated, therefore calling into question the
reasonableness of its financial projections, which are directly related to
projected utilization.

Further, Preston House’s taxes and benefits, at 12.8 percent of total routine
services salaries is much lower than all other applicants in this review with
the exception of Queen City, which projected 13.6 percent. Other than
Queen City, all other applicants project taxes and benefits at 19.8 to 22.8
percent. Moreover, taxes and benefits for North Carolina special care units
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only represent 18.7 percent of total routine services salaries and wages!. This
calls into question whether Preston House has understated its taxes and
benefits expense in its proforma financial statements.

For these reasons, Preston House is not conforming with Criterion 5.

Queen City Health Investors, LLC (Queen City)

3)

The applicant shall identify the population to be served by the proposed project, and
shall demonstrate the need that this population has for the services proposed, and the
extent to which all residents of the area, and, in particular, low income persons,
racial and ethnic minorities, women, handicapped persons, the elderly, and other
underserved groups are likely to have access to the services proposed.

Queen City fails to demonstrate the need of the population for the
proposed project, based on the following reasons:

Although Queen City presented an alternate methodology, based on
planning regions, for calculating bed need in Mecklenburg County as well
as information about the population demographics in planning regions of
Mecklenburg County in Exhibit E of its application, it fails to adequately
identify the population to be served by the proposed facility and its need for
the services proposed.

In Section II1.1.(b), on page 27 of its application, Queen City states that its
“proposed 48 SCU beds represent less than 0.4 percent (13,400) of the
projected number of Mecklenburg County residents with Alzheimer’s
disease and other forms of dementia in 2013.” Queen City does not explain
how the projected number of residents with Alzheimer’s disease relates to
the number of Alzheimer’s beds it proposes in its project. Neither does

Queen City quantify how its proposal will meet that need. Indicating that

13,400 persons are projected to have Alzheimer’s disease and other forms of
dementia in 2013 is not an adequate demonstration of the population’s need
for the adult care home services proposed.

Queen City fails to adequately relate the need in the community to the
number of adult care home beds it proposes. On page 25 of its application,

1 Source: 2008 ACH and SCU Actual Cost Compare, provided by Susan Kesler, DHHS Office of the
Controller. Total personal care services salaries/wages for SCU only is $61,432,487. Total

personal care services expenses for payroll taxes and employee benefit program for SCU only is
$11,512,838.
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it estimates that there are a total of 42,754 persons over the age of 65 who
have disabilities but does not identify what portion of this number demand
ACH or SCU beds.

In Section IV.2.(c), on page 38 of its application, Queen City assumes it will
have twenty residents ready to move in prior to licensure of the facility and
a fill-up rate of four residents per month for adult care home beds and eight
residents per month for SCU beds. On page 39, Queen City states that these
fill-up rates are based on the experience of the management team, but it fails
to provide any documentation of its previous experience in achieving such
aggressive fill-up rates. Given a projected county-wide utilization of 2,799
beds for 2013 and 2,650 beds for 2012, as stated on page 247 of the 2010
SMFP and on page 225 of the 2009 SMFP, respectively, it is estimated that
the annual utilization growth in adult care home beds is 149 beds for
Mecklenburg County. This number translates to a monthly fill-up rate of 12

beds. Queen City’s proposal for a 90-bed facility (less than one-third of the

total projected unmet bed need for Mecklenburg County), assumes a
monthly fill-up of 12 residents. It does not seem reasonable that one facility
will capture the entire fill-up rate for beds in Mecklenburg County when
there are 43 other existing, and presumably other new or expanded, adult
care home facilities. In addition, Queen City does not adequately describe
how it plans to have 20 residents ready to move into the facility upon

licensure, especially since it will only begin marketing one month before, -

according to page 38 of its application.

Since Queen City failed to adequately identify the population to be served
and the population’s need for the services proposed, it is not conforming
with Criterion 3.

Financial and operational projections for the project shall demonstrate the
availability of funds for capital and operating needs as well as the immediate and
long-term financial feasibility of the proposal, based upon reasonable projections of
the costs of and charges for providing health services by the person proposing the
service.

Queen City fails to demonstrate that the financial and operational
projections are based on reasonable assumptions and therefore fails to
demonstrate the immediate and long-term financial feasibility of the
project.

As discussed under Criterion 3, Queen City’s utilization projections are
unreasonable and unsubstantiated, therefore calling into question the
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reasonableness of its financial projections, which are directly related to
projected utilization.

Queen City’s salary expense for routine services (personal care and health
services) is relatively low compared to other applicants that propose
facilities of similar size and similar patient days. According to Table VIL3,
on page 58 of Queen City’s application, Queen City’s aide and medication
technician salaries are $20,800 and $19,760, respectively, which fall on the
low end of the range of direct care staff salaries projected by other
applicants. Other applicants propose aide salaries of $17,857 to $25,690 and
medication technician salaries of $21,900 to $24,768. Queen City’s salary
estimates for direct care supervisor and care coordinator, at $21,840 and
$33,280 respectively, also seem unusually low. Queen City’s taxes and
benefits, at 13.6 percent of total routine services salaries is much lower than
all other applicants in this review with the exception of Preston House,
which projected only 12.8 percent. Other than Preston House, all other
applicants project taxes and benefits at 19.8 to 22.8 percent. Moreover, taxes
and benefits for all North Carolina adult care home facilities (including
special care units) represent 17.3 percent of total routine services salaries and
wages?. Given Queen City’s low salary estimates for direct care staff and
supervisors, this leads one to question how reasonable the salary expense
estimates are in its proforma financials.

In addition, Queen City’s projected per patient day costs are significantly
lower than most applicants in this review. In the second full fiscal year of
operation, Queen City projects its total direct operating cost per patient day
to be $51.71, which falls in the lower end of the range projected by other
applicants ($43.20 to $85.61). Similarly, Queen City’s total cost per patient
day in the second full fiscal year of operation is $96.60 and is the second
lowest among all applicants, which range from $73.83 to $147.23. Queen
City’s operation and maintenance cost in the second full fiscal year is also 27
percent lower than the State average. Altogether, theses relatively low
estimates bring into question the reasonableness of the expenses projected in
Queen City’s proforma financials.

In Section IX.2 through IX.3 on pages 68 through 69, Queen City indicates
that its total initial operating expense is $121,510 and its total start up

Source: 2008 ACH and SCU Actual Cost Compare, provided by Susan Kesler, DHHS Office of the
Controller. Total personal care services salaries/wages for all adult care homes is $156,799,094.

- Total personal care services expenses for payroll taxes and employee benefit program for all
adult care homes is $27,093,711.
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expenses is $155,000, which equals a total working capital need of $276,510.
Queen City further indicates that it will fund its working capital needs with
a commercial loan which is equal to the amount of working capital projected
(page 71 and Exhibit P). On page 68, Queen City indicates that it will
experience positive cash flow in the fifth month of operation. However, the
total initial operating expense of $121,510 is equal to the projected negative
cash flow for the first quarter (three months) of operations and does not
include the negative cash flow from the fourth month of operation. In the
absence of monthly cash flow projections, it is impossible to determine
whether or not Queen City’s initial operating period should actually extend
through the fourth month. As such, since working capital is to be funded
with a commercial loan and the proposed agreement is for only $276,510,
Queen City did not demonstrate that it has sufficient funds for the working
capital needs of the proposed project.

The capital costs for Queen City’s proposed project equal to $5.6 million as
shown in Section VIIL 1 and 2. On page 66 of its application, Queen City lists
other capital projects currently underway by entities related to Queen City
through common ownership. The total combined capital cost of these
projects amounts to $24.4 million. With the addition of Queen City’s
Mecklenburg project the total capital amount will equal $30 million.
Because the applicant does not provide financial statements it is impossible
to verify the ability of the owner to manage such a large amount of debt for
its various projects. For this reason, there is a question as to whether or not
the project as proposed by Queen City can be completed by the apphcant
given the current commitments of its owner.

For these reasons, Queen City did not adequately demonstrate the
immediate and long term feasibility of the proposed project and is therefore
not conforming with Criterion 5.

The applicant shall show evidence of the availability of resources, including health
manpower and management personnel, for the provision of the services proposed to
be provided.

Queen City fails to demonstrate the availability of resources necessary for
the provision of the services proposed to be provided.

Queen City proposes to utilize the services of an RN Consultant but does
not explain her role or how effective she will be in providing services in
Mecklenburg County when she lives in Winston Salem. Furthermore, while
there is no requirement that an RN be present on site for assisted living
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facilities, best practice standards do include the presence of an RN or an RN
that is immediately available to supervise the CNAs, Medication Techs, etc.
Queen City does not include such a person or role.

Furthermore, as discussed under Criterion 5, Queen City’s estimates for
direct care staff salaries are relatively lower than those of other applicants in
this review. This leads one to question Queen City’s ability to recruit and
retain the staff necessary to deliver the services it proposes.

Consequently, because Queen City has not adequately demonstrated its
ability to make health manpower resources available, it is not conforming
with Criterion 7.

The Villages of Mecklenburg Assisted Living, LLC (The Villages of Mecklenburg)

NOTE: Because The Villages of Mecklenburg did not use the adult care home application
for most of its application sections (III, IV, V, VI, VII, VIII, X, XI, XII), it is difficult to
determine if the applicant provided proper responses to the adult care home application

questions.

(1)

(3)

The proposed project shall be consistent with applicable policies and need
determinations in the State Medical Facilities Plan, the need determination of
which constitutes a determinative limitation on the provision of any health
service, health service facility, health service facility beds, dialysis stations, or
home health offices that may be approved. -

The Villages of Mecklenburg fails to demonstrate that its project is
consistent with all applicable policies and need determinations in the
State Medical Facilities Plan. '

The Villages of Mecklenburg did not respond to Policy Gen-3 and did not
describe elsewhere in the application how its proposed project would
promote safety or maximize health care value. The Villages did state on
pages 91 and 115 that it would be cost-effective but did not explain how the
project would accomplish that.

For these reasons, The Villages is not conforming with Criterion 1.
The applicant shall identify the population to be served by the proposed project, and

shall demonstrate the need that this population has for the services proposed, and the
extent to which all residents of the area, and, in particular, low income persons,
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racial and ethnic minorities, women, handicapped persons, the elderly, and other
underserved groups are likely to have access to the services proposed.

The Villages of Mecklenburg fails to demonstrate the need of the
population for the proposed project, based on the following reasons:

The Villages of Mecklenburg failed to use the correct application form for
several sections, which makes it difficult to determine demonstrated need.
Section III was reviewed in its entirety for the discussion of demonstrated
need. On pages 85 and 86, the Villages of Mecklenburg states the number of
individuals with Alzheimer’s disease in Mecklenburg County in 2005 and
2006, and provides a projected number of individuals in 2030. However, the
prevalence of Alzheimer’s alone does not demonstrate need. The Villages of
Mecklenburg does not discuss any shortage of or limited access to services,
nor does it describe any overutilization of existing providers to demonstrate
a net need. The only mention of existing occupancy in Section III was
discussed on page 86 where The Villages of Mecklenburg states “The
current occupancy rates for facilities that offer Special Care Units in
Mecklenburg County can be found in Exhibit 26. The overall occupancy for
these facilities is 84%, however, the Special Care Units were not considered
as their exact occupancy levels could not be determined.” This statement
would suggest that existing providers may have the capacity given that the
overall occupancy is less than the performance standard of 85 percent
provided in 10A NCAC 14C .1102.

Because the Villages of Mecklenburg failed to demonstrate the need of the
population for the proposed project, it is impossible to assess whether or not
the methodology, assumptions, and volume projections in Section IV are
reasonable. Section IV solely shows volume projections as the Villages of
Mecklenburg did not provide any assumptions, methodology, or references
to any exhibits. After reviewing the exhibits, Exhibit 23, which provides
proforma assumptions, states a fill-up rate assumption of three residents per
week, or at least 12 residents per month, but provides no basis for this
assumption. This assumption is particularly aggressive given that the 2010
SMFP provides an average fill-up of 12 ACH beds per month for
Mecklenburg County in its entirety between its 2012 and 2013 bed
utilization projections (please see Criterion 3 review for Queen City).

Lastly, Exhibit 34 shows a fill-up schedule, but both Exhibits 34 and 23 state
“see accompanying accountants’ compilation report,” which is not
provided.
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Financial and operational projections for the project shall demonstrate the
availability of funds for capital and operating needs as well as the immediate and
long-term financial feasibility of the proposal, based upon reasonable projections of
the costs of and charges for providing health services by the person proposing the
service.

The Villages of Mecklenburg fails to demonstrate that the financial and
operational projections are based on reasonable assumptions and
therefore fails to demonstrate the immediate and long-term financial
feasibility of the project.

In Section XII, The Villages indicates that it will have funding available for
the project (loan agreement executed) as of October 15, 2012. However, the
applicant proposes to purchase the site March 15, 2011. Further, The
Villages proposes to have preliminary drawings to DHSR by July 1, 2011
and final Drawings by October 1, 2011. However, there is no clear
indication as to how The Villages will fund the purchase of the land and the
costs for the architects to prepare the drawings for submission to DHSR
when the loan agreement will not be executed until October 2012, more than
a year later.

On page 139, the Villages of Mecklenburg states that $2,179,095 of the
proposed project’s total capital cost will be financed using owner’s equity.
On pages 141 and 142, it also identifies Wilkes Senior Villages, Assisted
Living LLC as an additional project under development with a capital cost
of $1,650,835. The Villages of Mecklenburg states, “The proposed financing

-of this project will have no impact on the above identified project. Mr.

Richardson has sufficient resources (net worth) to secure financing for both
of these projects.” Additionally, page 147 states that the entire working
capital, $636,128, will be financed using unrestricted marketable securities
and refers to Exhibits 13 and 14. Exhibit 13 is a letter from Mr. Richardson
stating that he will commit the necessary funds in order to fund both the
equity contribution and working capital needs, with liquid assets of more
than $3M. Exhibit 14 includes what is called a balance sheet but contains
assets only and no liabilities, which is not a complete balance sheet.

Section VIIL5.(b)(ii) of the CON application requires an applicant to provide
copies of personal financial statements for any individual who will
contribute funds for the capital costs of the project. Section VIIL5.(c)
requires an applicant to identify the line item on the personal financial
statements from which the funds will be made available for the proposed
project. Section IX. 8 (b) (ii) of the CON application requires an applicant to
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provide copies of personal financial statements for any individual who will
contribute funds for the working capital costs of the project. While The
Villages proposes to fund a portion of the project capital costs and start-up
costs with owner’s equity contributed by James Richardson, Jr. [Exhibit 1
lists Mr. Richardson as the owner/manager of the LLC], it does not provide
copies of personal financial statements as required by the CON application.
Exhibit 13 includes a letter from Mr. Richardson indicating that he will
provide $3M for the project, but neither exhibit includes a personal financial
statement as required. Exhibit 14 includes what is called a balance sheet but
contains assets only and no liabilities, which is not a complete balance sheet.
Furthermore, the majority of the funds shown are for Dallas Management,
LLC, Wilkes Senior Village, Inc. and not for Mr. Richardson. Because these
entities are clearly separate limited liability companies, there is no indication
that Mr. Richardson has access to these funds and can use them for the
proposed project. Moreover, if Dallas Management, LLC and/or Wilkes
Senior Village, Inc. will provide funds for the project, there is a question as
to whether they should also be applicants in the project.

Neither Exhibit 13 nor 14 includes audited financials, a bank letter, or any
other documentation verifying that Mr. Richardson has the funds required.
Moreover, the financing letter provided in Exhibit 12 does not document or
verify Mr. Richardson’s liquid assets. This is especially important to note
given that the equity contribution and working capital alone for this project
represents over 85 percent of Mr. Richardson’s stated liquid assets in Exhibit
14. This does not account for Mr. Richardson’s project currently under
development, and as such, the Villages of Mecklenburg fails to demonstrate
the availability of funds for capital and operating needs of the proposed
project. ‘

For these reasons, The Villages of Mecklenburg is not conforming with
Criterion 5.

The applicant shall show evidence of the availability of resources, including health
manpower and management personnel, for the provision of the services proposed to

be provided.

The Villages of Mecklenburg fails to demonstrate the availability of

resources necessary for the provision of the services proposed to be

provided.

On page 133 of its application, The Villages of Mecklenburg projects a total
of 66.3 FTEs for the proposed project, or 0.66 FTEs per adult care home bed.
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While Liberty and Mount Tabor both grossly underestimate FIEs, the
remaining four applicants all projected above 0.72 FTEs per adult care home
bed. It is therefore questionable whether The Villages of Mecklenburg has
projected adequate staffing for the proposed project.

- This is further supported by assessing direct care staff hours per patient day.

The Villages of Mecklenburg staffing projections overall will provide for
only 2.34 direct care staff hours per patient day for the entire 100-bed adult
care home. In contrast, again with the exception of Liberty and Mount
Tabor which both grossly underestimated staffing needs, the competing
applicants projected a range of 2.56 to 4.13 direct care staff hours per patient
day. Furthermore, Section I ends with the response to question 10, resulting
in the omission of questions 11 and 12. Therefore, The Villages did not
provide information about the owner/managers of the LLC, did not
describe the experience and expertise of the applicant in managing and
operating adult care homes, nor did The Villages describe the proposed
corporate staff “that will be directly involved in the initial and continuing
operation of the adult care home.”

Because the applicant failed to project adequate staff resources and failed to
provide information regarding the proposed staff that will be directly
involved in the operation of the adult care home, The Villages of
Mecklenburg is not conforming with Criterion 7.

Applications involving construction shall demonstrate that the cost, design, and
means of construction proposed represent the most reasonable alternative, and that
the construction project will not unduly increase the costs of providing health
services by the person proposing the construction project or the costs and charges to
the public of providing health services by other persons, and that applicable energy
saving features have been incorporated into the construction plans.

The Villages of Mecklenburg fails to demonstrate that its construction
project represents the most reasonable alternative.

In Section 1.9, The Villages states that the operator of the facility will not own
the land yet it does not provide a lease agreement or any arrangement for
access to the land by any party. It further states in I. 9. (c) that the facility
will be operated by the owner of the building. Since the facility will be
managed by Ridge Care, Inc., one could assume that Ridge Care, Inc. is the
owner of the building. However, in the Management Agreement, it appears
that The Villages of Mecklenburg Assisted Living, LLC is the owner.
Therefore, the assumption is that The Villages of Mecklenburg Assisted
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Living, LLC is the owner of the building. However, based on the responses
to 1.9, there is no clear indication that The Villages of Mecklenburg Assisted
Living, LLC will be the owner of the land, since the response to 1.9 indicates
that the operator of the facility will not own the land. Therefore, one can
only conclude that the building owned by The Villages of Mecklenburg will
occupy space on land that is neither owned by The Villages nor is leased or
otherwise available for use by The Villages. The Villages includes several
letters from a real estate agent but does not provide any discussion of these
parcels, who will purchase these pieces of land or what the plan is for
providing land for the proposed adult care home facility to occupy.

Because access to the property on which the proposed facility is to be
construction is at best in question, the Villages fails to demonstrate that the
construction proposed represents the most reasonable alternative and is not
conforming with Criterion 12.

Waltonwood at Ballantyne, LLC (Waltonwood)

3)

The applicant shall identify the population to be served by the proposed project, and
shall demonstrate the need that this population has for the services proposed, and the
extent to which all residents of the area, and, in particular, low income persons,
racial and ethnic minorities, women, handicapped persons, the elderly, and other
underserved groups are likely to have access to the services proposed.

Waltonwood fails to demonstrate the need of the population for the
proposed project, based on the following reasons:

On page 111 of its application, Waltonwood justifies its fill-up rate
assumption based in part on the continuum of care provided and states,
“applicant experience shows that Waltonwood’s independent living units
help fill its adult care home units.” Waltonwood, however, fails to provide
the documentation to support this assumption.

On page 147, Waltonwood explains that the proposed project is part of a
larger community project that will include the development of independent
living units. While independent living units may not be CON reviewable,
Section IV does not clarify to what extent the proposed adult care home beds
are dedicated to Waltonwood’s independent living residents seeking the
“age in place” option (page 111) versus community-based Mecklenburg
County residents in need of assisted living services. This could affect the
accessibility of services for county residents, and without this distinction,
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Waltonwood fails to adequately demonstrate the need of the population for
the proposed project.

For these reasons, Waltonwood is not conforming with Criterion 3.

Financial and operational projections for the project shall demonstrate the
availability of funds for capital and operating needs as well as the immediate and
long-term financial feasibility of the proposal, based upon reasonable projections of
the costs of and charges for providing health services by the person proposing the
service.

Waltonwood fails to demonstrate that the financial and operational
projections are based on reasonable assumptions and therefore fails to
demonstrate the immediate and long-term financial feasibility of the
project.

As stated previously, page 147 of Waltonwood’s application states that the
proposed adult care home project is part of a larger community project to
include independent living units. As such, capital costs are allocated based
on the proportion of square footage for the adult care home component, but
capital costs and other expenses for independent living are not shown on
Waltonwood’s financials. While independent living itself is not CON
reviewable, the experience of previous CON applications supports that it is
necessary to show the independent living component as part of the financial
projections when developed in conjunction with the development of adult
care home beds. Providing both adult care home and independent living
financials is especially important given that independent living costs will
also affect many of the same adult care home service components, including
dietary, patient activities, and housekeeping/laundry. Below are previous
CON projects since 2000 that included independent living as part of their
financials.

Project ID ] Year ] Applicant | County l
G-6303-00 | 2000 | The Village at Brookwood | Alamance |
J-6263-00 | 2000 | The Cedars of Chapel Hill | Orange |
G-6531-01 | 2001 | Arbor Acres | Forsyth |
J-6610-01 | 2002 | Galloway Ridge - | Chatham |
G-7170-04 | 2004 |  TwinLakes Community | Alamance |
G-7137-04 | 2004 |  PennybyrnatMaryfield | Guilford |
J-8184-08 | 2008 | Galloway Ridge | Chatham |
J-8150-08 | 2008 | The CardinalatNorthHills | Wake |
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Also as it relates to the independent living component, Waltonwood
provides in Exhibit 56 a funding letter from Berkadia Commercial Mortgage
stating that it will fund up to 90 percent of the cost of the independent living
portion. Per Section VIII, this leaves a remaining capital cost of $2,668,547 to
be funded by Waltonwood. While Exhibit 56 also includes a letter from
Comerica bank stating the availability of $15,000,000 in credit, this letter
applies to Singh Development Company and its related entities. The letter
does not mention the name of either applicant, both of which are listed as
state limited liability companies with no parent company, as stated in
Section I. Additionally there is no documentation of transfer of funding from
any related entity to the applicants. As both the independent living and
adult care home components are being developed simultaneously, it is
important to note that the balance sheets for both applicants (Exhibit 58) fail
to demonstrate adequate funds to support both components, as working
capital and startup expenses alone represent over 80 percent of their total
reserves. Thus the applicants fail to adequately demonstrate the availability
of funds for total capital and operating needs.

Finally, Waltonwood’s routine service expenses are dramatically low, and as
demonstrated in the chart below, are the lowest compared to all other
competing applications.

Facility 1 - Total Total Routine | Routine Services |

. Beds Services ; Salaries :

_ Brookdale Place | 88 | $1617121 | $1,268963 |
Liberty Healthcare | 340 | $3230244 | $2459,134 |
Preston House | 80 | $1574563 | $1360620 |
Queen City Manor | 90 | $1,086,853 | $925600 |
The Villages of Mecklenburg | 100 |  $1434735 |  $1,105000 |
Waltonwood | 80 | $887,217 | $719,805 |

Note: Mount Tabor is excluded from the chart because its salary expenses for routine
services cannot be discerned.

One reason for this is that among all applicants, Waltonwood offers the
lowest salary for nurse aides/ personal care aides, which typically represent
a large portion of the staffing costs for routine services. Another concern is
that every other applicant proposes to staff medication techs, in addition to
nurse aides/personal aides. Waltonwood does not and instead states on
page 36, “Waltonwood Ballantyne will use qualified CNA Medication Aides
to administer medication.” The need for personnel dedicated to
administering medication is evident in the total associated salary expense
proposed by applicants, which is as high as $800,000 in the case of Liberty
Healthcare (and separate from the $930,000 in salary expenses for personal
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care aides). Among the applicants that propose a similar bed size to
Waltonwood, between 80 and 90 total adult care home beds, are Brookdale,
Queen City and Preston House. In addition to their personal aide expenses,
which range from $400,000 to $800,000, these applicants also propose
staffing expenses for medication techs which range from $200,000 to
$300,000. It is reasonable to assume that Waltonwood has understated its
routine services salaries, $719,805, when compared to the combined range of
personal aide and medication tech expenses alone. Given that Waltonwood
provides a net income of less than $100,000 by year 3, the impact of
adjusting for the deficiencies in routine services staffing would result in a
negative net income. Waltonwood therefore fails to provide reasonable
projections of costs.

Finally, as documented by Waltonwood on page 173 of its application, the
site proposed for the new facility must be rezoned to accommodate an
assisted living (adult care home) facility. According to documents included
by Waltonwood, the filing fee for rezoning will be between $3,725 and
$4,100. However, funds for this fee are not included in the capital costs of
the project. Neither do the capital costs include a contingency or any other
line item from which the additional rezoning filing fee could be covered.

For these reasons, Waltonwood is not conforming with Criterion 5 and is
not the most effective alternative.

GENERAL COMPARATIVE COMMENTS

The Brookdale Place, Liberty, Mount Tabor, Preston House, Queen City, The Villages of
Mecklenburg, and Waltonwood applications each propose to develop varying numbers
of adult care home beds in response to the 2010 SMFP need determination for 340 adult
care home beds in Mecklenburg County. Pursuant to N.C. GEN. STAT. § 131E-183(a)(1)

and the 2010 SMFP, no more than 340 adult care home beds may be approved for .

Mecklenburg County in this review. Because the seven applicants combined propose to
develop an aggregate total of 778 new adult care home beds in Mecklenburg County, all
of the applications cannot be approved. Brookdale provides the comparative comments
in this section to demonstrate the ways in which its application is comparatively
superior to the other competing applications in this review. However, aside from the
Liberty application, none of the applicants propose 340 beds, thus multiple applicants
could be approved if found conforming with all statutory review criteria.

Brookdale acknowledges that each review is different and therefore, that the

comparative review factors employed by the Project Analyst in any given review may
be different depending upon the relevant factors at issue. Given the nature of the
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review, the Analyst must decide which comparative factors are most appropriate in
assessing the applications. In order to determine the most effective alternative to meet
the identified need for 340 new adult care home beds in Mecklenburg County,
Brookdale reviewed and compared the following factors in each applications:

e  Site factors

e  Capital costs

e  Total project cost per square foot and bed
e  Charges

o  Costs per patient day

e  Ratio of private pay charges to costs

o  Access by county residents

e  State/County Assistance payor mix

o - FTEs per bed

o  Direct care staff hours per patient day
o  Direct care staff salaries

Brookdale believes these factors are appropriate and/or have been used in previous
competitive adult care home bed findings.4

Site Factors
(Source: Section I. 7 and Section XI)

Brookdale Place is an existing adult care home facility with independent living beds
that proposes to reconvert its independent living beds to adult care beds with no
proposed construction.

Preston House is an existing adult care home facility that specializes in Alzheimer’s
care. Preston House proposes to expand its facility to accommodate the addition of 40
beds for a total of 80 adult care home beds dedicated to the care of residents with
Alzheimer’s.

8 Given the incomplete nature of the Mount Tabor application and resulting non-conformity with
all statutory review criteria, Brookdale believes its application is not approvable, and therefore
did not include Mount Tabor in this comparative analysis.

4 Please note that in developing comparative review factors, Brookdale looked to the most recent
adult care home bed review for guidance, namely the 2008 Carteret County Adult Care Home
Review. Where appropriate, Brookdale has included relevant comparative factors used in that
review. See, e.g., the 2008 Carteret County Adult Care Home Review (using the following
comparative factors: geographic location, site factors, total direct care nursing staff, number of
total FTE staff per facility bed, private pay charges, operating costs for 2nd operating year, ratio of
private pay/total costs, cost per patient day (including dietary and housekeeping cost per patient
day), access by county residents, and access by recipients of state/county special assistance,
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Liberty proposes to convert its existing nursing facility (the facility has CON approval
to relocate the nursing facility) to a 340-bed adult care home facility. The facility is
located northeast of downtown Charlotte.

Mt. Tabor proposes to develop a new facility on property to be purchased in southeast
Charlotte (Pineville/Matthews). Mt. Tabor does not provide information about the
water and sewer availability at the primary site but indicates there is water and sewer at
the secondary site. As discussed in Criterion 12, Mt. Tabor failed to respond to
numerous questions in Section XI and, therefore, does not provide sufficient
information to determine if its proposed sites are viable.

Queen City proposes to develop a new 90-bed adult care home facility with 42 regular
beds and 48 beds to care for residents with Alzheimer’s and other forms of dementia.
The proposed site is located northwest of Charlotte, as shown on the map in
Attachment 1. Queen City states that its primary site has sewer and water connections
available at the property.

The Villages proposes to develop a new 100-bed adult care home facility in
Huntersville, NC. The Villages proposes to create a 24-bed Alzheimer’s unit as part of
its adult care home facility. The Villages indicates that the property has the appropriate
zoning for an adult care facility and that water and sewer are at the property site.

Waltonwood proposes to develop a new 80-bed adult care home facility that will
include a 26-bed Alzheimer’s unit. The new facility will be located in South Charlotte
on Providence Road. The proposed site is not currently zoned appropriately for an
adult care home facility and will require rezoning. Waltonwood indicates that the site
has water and sewer hookups on Providence Road available to the site.

Based solely on site factors, Brookdale Place, Preston House, Liberty, Queen City and
The Villages are the most effective alternatives in terms of site availability, proper
zoning and utilities. Of those five, Brookdale Place, Preston House and Liberty are
more effective as existing facilities with all required zoning already in place and
operational.

Capital Costs

The total capital cost proposed by each applicant is provided in the table below.

Applicant | Capital Cost |
_Brookdale Place | NA }
Liberty | $1397,285 |
Preston House | $3,015518 1

32




_ Queen City | $5676200 |
The Villages | $8179,005 |
' Waltonwood | $7,881,200 1
Source: Table VIII.1.

Brookdale recognizes that the Agency does not always review capital costs as a
comparative factor in competitive reviews. However, should the Project Analyst choose
to consider capital costs, Brookdale is the only applicant that can develop its proposed
project with no capital expenditure, and therefore represents the most effective
alternative with regard to capital costs.

Total Project Cost per Square Foot and Bed

The total project cost per square foot and per bed for each applicant is provided in the
table below.

- Applicant - Total Project Cost | Total Project Cost

ﬁ per SF per Bed ‘
_ Brookdale Place ‘ NA ] NA l
Liberty | $63.13 | $4,110 |
' Preston House | $142.13 ] $75,388 |
" Queen City | $16952 | $63,069 |
' The Villages | $161.01 ] $81,791 |
_ Waltonwood | $125.97 | $98,515 |

Source: Section X1.10.

Brookdale recognizes that the Agency does not always review project costs as a
comparative factor in competitive reviews. However, should the Project Analyst choose
to consider project costs, Brookdale is the only applicant that can develop its proposed
project with no capital expenditure, and therefore represents the most effective
alternative with regard to total project cost per square foot and per bed.

Private Pay Charges

The following table provides each applicant’s pro]ected private pay charge in the
second full fiscal year.
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- Applicant - Year 2 Private Pay Charges - ACH Year 2 Private Pay Charges -
(excluding special care units) Special Care Units |
| Private |  Semi-Private |  Private | Semi-Private |
_Brookdale Place | $14255 | $126.05 | 418988 |  $16258 |
. Liberty | $99.00 | $89.00 | $105.00 | $95.00 |
| Preston House | NA | NA | $16500 |  $165.00 |
Queen City | $12493 | $85.48 | $138.08 | $124.93 |
_ The Villages | 12822 | $118.36 | NA ] $138.08 |
_ Waltonwood | $12759 | $99.15 | NA ] NA |

Source: Section X.4.

Brookdale Place projects the highest private pay charges. However, as discussed under
Criterion 5, with the exception of The Villages, who failed to demonstrate availability of
funds for the project, Brookdale believes that each of the other applicants understated
expenses and every applicant other than Preston House proposes significantly lower
direct care staff hours per patient day than Brookdale, which undercuts their expenses.
Therefore, for each of these applicants, it is questionable whether they could offer the
stated private charge and still have a financially feasible project if they projected
reasonable, and not understated, costs. Further, The Villages does not propose to offer
private rooms in its special care unit for private pay residents and Waltonwood does
not propose to offer special care unit beds to private pay residents at all. Therefore,
Brookdale is the most effective applicant with regard to private pay charges, when
considered in conjunction with reasonable costs, nursing hours per patient day, and
staff salaries.

Costs per Patient Day

The following table summarizes each applicant’s projected costs per patient day in the
second full fiscal year.

- Applicant ’ Year 2 Direct Year 2 Total (Direct +

~, Operating Costs per Indirect) Operating Costs

; Patient Day per Patient Day

- Brookdale Place l $94.39 l $147.23 I

Liberty | $43.20 [ $73.83 ]

. Preston House [ $80.07 I $131.39 |

" Queen City | $51.71 | $96.60 |

' The Villages | $56.02 | $99.04 l
Waltonwood | $47.46 [ $101.64 |

Source: Form C —2nd Full FFY
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Brookdale Place projects the most reasonable and conservative per patient costs of all
applicants. Further, as discussed under Criterion 5, with the exception of The Villages,
who failed to demonstrate availability of funds for its project, Brookdale believes that
each of the other applicants understated some expenses, thereby understating costs per
patient day in the table above. Therefore, Brookdale Place represents the most effective
alternative in this regard, when considered in conjunction with reasonable costs,
nursing hours per patient day, and staff salaries.

The following table provides a comparison between the applicants’ projected per
patient costs in the second full fiscal year and the corresponding North Carolina
averages for each category in which any single applicant projected per patient day costs
lower than the State average®. The figures in the table indicate the percentage that the
applicant’s per patient day cost is under or over the State average. Note that for all
other categories (housekeeping, dietary, recreational activities, health services, and
personal care, each applicant’s projected per patient day cost is higher than the State
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average.
- Applicant » . NC/DHHS | Brookdale | Liberty | Preston | Queen |  The Waltonwood
Statewide Place House City | Villages
Data 2008 ;
Cost Per
Diem

' Direct Cost Centers: ]
_ Housekeeping/Laundry | $323 | 45% | +102% | +83% | +5% | +16% | +6% |
. Dietary | 964 | +90% | +35% | +106% | +22% | +15% | +30% |

Recreational Activities | $144 |  +222% | +44% | +35% | +148% | +90% | +68% |

Medical Transport | %069 | -B4%* | +2% | -100% | +39% | +73% | 91% |
__ Routine Services | $2407 | +143% | +14% | +142% | +47% |  +70% | +35% |
_Total Direct Expense | $39.07 | +142% | +11% | +105% | +32% | +43% | +21% |
' | ] | | | | | |
. Indirect Cost Centers: ]
__Property/Ownership | $1879 | +2% | -49% | +14% | +23% | +3% | +67% ]

Admin, & General |  $11.76 | +86%* | -28% | +27% | +16% | +10% | +17% 1

Operations & ; $6.56 ] +22% ‘ -10% 1 +24% I -27% 1 +7% 1 14%

Maintenance ; «
_Total Indirect Expense |  $37.53 |  +40% | -18% | +34% | +20% | +15% | +44% |
| | | | | | | | |
_ Total Operating Costs ] $76.60 l +93% I; -4% I +72% ] +26% ‘ +29% ] +33% [

5 Source: ACH Combined Actual Cost Comparison 2008, provided by Susan Kesler, DHHS Office
of the Controller




*Total Medical Transport expenses on Forms B and C, $8,853, are reflected in Admin & General expenses. Medical
Transport expenses include: $1,726 for auto & truck maintenance/equipment repairs & maintenance, allocated to
“transportation-operating expense” line item; $4,708 for automobile insurance, allocated to “insurance” line item; and ~
$2,418 miscellaneous, allocated to “miscellaneous” line item. Brookdale’s Admin & General percentage increase from
the statewide average excludes expenses associated with Medical Transport.

Source: Footnote 5 on previous page and Form C—2rd Full FFY

As shown in the table above, Brookdale Place projects lower per patient day costs than
the State average only for medical transport, the difference of which has little impact on
financial projections given that Brookdale Place’s projection is only $0.37 lower per
patient day than the State average. With the exception of The Villages, who as
discussed under Criterion 5 failed to demonstrate availability of funds for its project, all
other applicants projected per patient day costs that are significantly lower than the
State average in at least one category. It should be noted that while Brookdale Place’s
projections are higher than the State averages in most instances, its projections are
based on actual experience, including the actual existing staffing patterns of the facility.

 As discussed under Criterion 5 for the respective applicants, Brookdale believes that
other applicants have omitted some costs. Therefore, as it has not underestimated costs,
Brookdale Place is the realistic alternative, especially when considered in conjunction
with reasonable costs, nursing hours per patient day and staff salaries.

Ratio of Private Pay Charges to Costs

The following table shows the ratio of private pay charges to costs for general ACH
beds for each applicant in the second full fiscal year.

Applicant Year2 Total | Year2 Private Ratio
~ Costs (Direct | Pay Charge for | (Mark-up of |
~+ Indirect) per | ACH Charges
Patient Day over Costs)
for ACH
_Brookdale Place |  $13816 | $14255 | 3% |
Liberty | $6858 | $99.00 ] 4% |
_ Preston House* | NA | NA | NA |
Queen City | $83.75 | $124.93 | 9% |
' The Villages | $9343 | $12822 | 37% 1
Waltonwood | %9496 | $12759 | 34% |

*Preston House proposes no general ACH beds
Source: Form C—2rd Full FFY; Section X 4.

Brookdale Place shows the lowest mark-up of private pay charges over costs, and
therefore is the most effective alternative.
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Access by County Residents

The table below indicates the percentage of residents of Mecklenburg County that are
proposed to be served by each applicant in the first full year of the project.

- Applicant - % of Mecklenburg County Residents|
; Served in Year 1

_ Brookdale Place | 100.0%

. Liberty | 95.0%

_ Preston House | 85.0%

' Queen City | 100.0%

_ The Villages | 97.0%

~ Waltonwood | 97.8%

Source: Section I1L7. (@)

Therefore, the most effective alternatives with regard to access by county residents are

Brookdale Place and Queen City.

State/County Assistance Pavor Mix

The following table provides the percentage State/County Assistance residents that
each applicant proposes in the second full fiscal year.

- Applicant Year 2 % State/County j

Assistance Residents ,

ACHBeds | Special Care |

, ‘ . Unit Beds

_Brookdale Place | 10.0% | 10.0% !

Liberty | 821% | 75.0% |

~ Preston House | NA | 56.8% I:

" Queen City | erre | 93.5% |

_ The Villages | 516% | 51.5% |
_ Waltonwood | 8.0% |  1000% |

Source: Section VI.2.

While the other applicants project higher percentages of State/County Assistance
residents than Brookdale Place, Brookdale’s projection is most consistent with the actual
experience of existing adult care home providers in Mecklenburg County. Based on
2010 license renewal application data, the median percentage of State/County
Assistance residents in 2009 among existing providers, excluding outliers, was 11
percent (See Attachment 2). Therefore, Brookdale represents the most realistic and
therefore most effective alternative with regard to State/ County Assistance payor mix.
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Total FTEs per Bed

The table below shows each applicant’s total projected FTEs per ACH bed in the second

full fiscal year.

-~ Applicant Year 2 Total Total ACH I Year 2 FTEs

{ FIEs Beds . perBed

_ Brookdale Place l 64.8 l 88 ] 0.74 I
 Liberty | 1242 ] 340 | 037 |
_ Preston House || 82.3 | 80 | 103 |
" Queen City | 65.4 | 90 | 073 |
_ The Villages | 663 | 100 | 066 |
| Waltonwood | 594 | 80 | 0.74 |

Source: Table VII.3; Table IV.2

Brookdale Place’s FTEs per bed are in line with most of the other applicants, and

therefore represents an effective alternative.
effective alternative.

Direct Care Staff Hours per Patient Day

Liberty clearly represents the least

The table below shows each applicant’s direct care staff hours per patient day in the

second full fiscal year.

~ Applicant ACH Special Care l Total i
z Unit . Facility
_ Brookdale Place | 2.80 | 4.80 | 320 |
Liberty l 1.24 1 283 | 147 |
Preston House | NA | 413 | a3 |
~ Queen City ] 1.99 ] 3.04 | 256 |
_ The Villages ] 1.95 | 3.57 | 234 |
Waltonwood 1 2.24 | 412 | 287 |

Source: Table VIL 4.

Brookdale Place projects the second highest direct care staff hours per patient day,
lower only than Preston House. Preston House proposes only special care unit beds
and no general adult care home beds. Given the greater direct care staffing needs
associated with special care unit residents, it is logical that Preston House would have
higher direct care staff hours per patient day for its total facility than would Brookdale
Place. When comparing just special care unit beds, Brookdale Place actually projects
higher direct care staff hours per patient day than Preston House. Clearly, Brookdale
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Place represents the most effective alternative in this regard while Liberty again clearly
represents the least effective alternative.

Direct Care Staff Salaries

The table below shows each applicant’s direct care staff salaries in the second full fiscal
year. Because not all applicants projected direct care (non-supervisory) nursing staff,
the comparison below includes only aides.

- Applicant . Year2 Aide % Lower | Year2 Med % Lower

~ . Salary ; than - Tech Salary than

; .. Brookdale | . Brookdale
Brookdale Place |  $25,690 | - | $24768 | — |
_ Liberty |  $18771r | 27% | $21900 |  12% |
_PrestonHouse | $22360 | 13% | $22360 |  10% |
_ Queen City | $19760 | 23% | $0800 |  16% |
' The Villages | $23000 |  10% | NA |  NA |
 Waltonwood | $17,857 | 30% | NA | NA |

Source: Table VII1.3.

Brookdale Place projects the highest direct care staff salaries in the second full fiscal
year, and therefore is the most effective alternative in this regard.

SUMMARY

In summary, based on both its comparative analysis and the comments on the
competing applications, as well as the analysis presented in its application, Brookdale
believes that its application represents the most effective alternative for meeting the
need identified in the 2010 SMFP for additional adult care home beds in Mecklenburg
County.

39




ATTACHMENT 1




_O TH CAROLINA
TegaCay India

Existing facilities shown with highlights (Preston House and Brookdale Place)

“Ithe W(age of | MecHenb
117511 Paradise Cove Ct

Cornalius, NC 28031

| Preston Holise .
Harris Pond tn
Charlatte, NC 28269

Shamrock Vilage Lberty
3700 Shamrock Dr
Charlotte, NC 28215

quotté

£
{«,w}muy lie

| Matthews Township Py
¢ Matthews, NC 28105

i ')(‘}NetJidlngton

4




ATTACHMENT 2




sawoL] a1en) IMpYV X0y suogenriddy Temausy asusdr] 0107 1901mog
V/N 0¥ BmquapPIN /RO IOURN S13O[IRYD
V/N 19 3mauapida /enolreyD) Lrury. pareyg je ore ayl
V/N 6¥ 3mquappPa /aHOLTeYD Burar] peisIssy IamOfq ST oYL
V/N 301 3mquepideIN /e[IaduL] a0e[J eurjoIe)) Je 93e[[IA o1} Ul s[eIne] 3],
V/N S0T SmquepaAl /2ROTreYD Y991 puelySIH ur spme] SYL
V/N 09 3mquapsPaN /o1[IAdUL] 93e[[IA AP U UsALH] Y],
V/N 09 SmquapPIN /2HO[IEYD ¥991D) PUeIYSIH] UI USARH SYT,
SJuUSpPISIY PredIpaIAl yo oSeyusdrdy  spag Aymop/51D Ky1[ioeg swoy axe)) NPV

suonjeniidde [emaua1 asusdy] uo papraoxd ejep PresIpIJA OU UM SSL[IOE] PIPNIXT

%001 41 SmquappaN /en01eY) SwoL] 359 S,Ae[S

%86 57 Bmquapdan /enolreyD Isyua)) BUIAT] S,397]

%96 99 SmquapoeN /oIIASISIUNE] a3eIA opungy

%S6 4 3mquapPaAl /2H01RYD a3pR] MOIIIM
SJuBpISaY PrEdIPIIAl JO 98ejuadidgd  spag ApumoD/A1D ARy WOl a1e) MNPV

(S7op1s7 PTESTPAIN %56 OF [enb3 10 UEy; 1338a1D) SINIIOe) A[U0-PIEITpaAl :PapNI

%IL :SJUSPISY PIESIPIIAL JO 25eIUIIdJ URIPIA
%1T €3 SmquapPR /SMIUNEIN Yred uojSurppapm T
%GL 0s BmquePRIN /ROy 23por] ayeT] BIOTIM 38 240D A, 0c
%€€ 98 Smquappe /enoTreyD S[red WNOG 38 1Mo AL ‘61
%0 i3 8mquapa /aROLIEYD apOLrey) Jo qnyD) SSeLLre)) Je SI0qIV YL 81
%0 g6 Bmquappe /onoreyD 90USPIAOIJ UO SSLIUNG A
%0 0L SmaquapoaA /enorreyD IDA0}SeY 9SLIUNG ‘91
%TE 1r4s SmquappaN /sRoLEYD Frediyinog yo ade[d yurung ‘ST
%0 611 3mquasposy /onorrey a8e[IA JuswaInay Aousday FL
%EL oA Bmquappay /oRoreyD) (spoprey) Jo suspIer) uoyy3rrg) SUQ) aIe)) SWLL] ¢l
%62 0¥ 3mquapRRIAL /an0fTeYD 3SNOL] U0}SAIT kA4
%0 €9 SmquapaAL /aRoTTeYD _9OBLIB], I Ied 11
%81 L SmquappaA /eRoeyD sYYS1e] Aoeda] ‘01
%IT 78 Banquappeyy /enorreyD IJUDY) SUIATT JUSWISINAY US[D) SIAmeT ‘6
%V6 0Tt 8mquapRRIAL /SROTTeYD JSIM IOURI UOIPH '8
%0 29 3mquapRIAL /SROTTeYD aMUBAY S JO YOI L
%06 ozt SmquapPIN /RoLEYD umo] Isey 9
%0 i Zmquapoey /onorreyD) a1e8sIopTY 1 93e[IA UosiIeqIIn)) ‘g
%.LS 74 BmquapaA /R0y arenbg apofrey) 4
%0 80T SmquapPRN /aRoLey) (esnoH yproD) apofreyD Jo qnD) d8eLire]) €
%0 8¢ 3mquapPI /sR0LreY) SIITH [PwLre) T
%0 0z Smquapsoe /enorreyD POOMALIDIA Ly ‘1

SJUIPISSY PIedIPaJAl Jo aSejuadiag spag Ayunod/L1D LRy SWOo 3xe) JINPY

AINAOD DYNINITIOFN -ALITIOVA Ad SINHATSHI AIVOIAHAN 40 HOV.LNHOHAd




