
 

 

            STATE OF VERMONT 

GREEN MOUNTAIN CARE BOARD   

 

In re:  Application of Gifford Health Care,         ) 

 Construction of 49-Unit Independent             )           GMCB-015-17con 

 Living Facility in Randolph Center                ) 

                                                                )                                                                        

                                                          

STATEMENT OF DECISION AND ORDER 

 

Introduction 

 

In this Decision and Order, we consider the application of Gifford Health Care (Gifford, or 

the applicant) for a certificate of need (CON) for a 49-unit independent living facility (ILF) it has 

already constructed in Randolph Center at a total cost of $14,136,853.  

 

For the reasons set forth below, we approve the application and issue the applicant a CON, 

also on this date, subject to the conditions set forth therein. 

 

Procedural Background 

 

On May 5, 2017, Gifford Retirement Community (GRC), a Gifford subsidiary, filed with 

the Board a letter of intent and request for a jurisdictional determination under 18 V.S.A. § 

9440(c)(2) regarding construction of an assisted living facility on its Randolph Center Morgan 

Orchards property. During review, the Board learned that GRC had nearly completed 

construction of a 49-unit independent living facility on the Morgan Orchards property, without 

notifying the Board of the project nor requesting a jurisdictional determination to ascertain if the 

project was subject to certificate of need review.  

 

On June 28, 2017, Board staff met with Gifford CEO Dan Bennett to discuss both the 

assisted living facility under development and the independent living facility then under 

construction and to clarify whether a CON should have been requested for the latter. Because 

Gifford is the parent company of a licensed acute care hospital, Gifford Medical Center, the 

Board determined that both projects were subject to CON review under 18 V.S.A. § 9434.  

 

On January 12, 2018, Gifford filed this CON application for the ILF, which the Board 

posted to its website. The Board received no requests for interested party or amicus curiae status. 

The Board requested, through three sets of interrogatories, that the applicant provide additional 

or clarifying information to assist the Board with its review of the application. The applicant 

responded to the requests on February 22, April 25, and May 11, 2018. The Board closed the 

application on May 22, 2018. 

 

Jurisdiction 

 

The Board has jurisdiction over this matter pursuant to 18 V.S.A. § 9375(b)(8) (Board 

shall review, approve, approve with conditions or deny CON applications) and 18 V.S.A. § 
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9434(b)(1) (capital expenditures by or on behalf of a hospital exceeding $3 million are subject to 

CON review).  

 

Findings of Fact 

 

1. Gifford is a federally qualified health center (FQHC) located in Randolph, Vermont. 

Its subsidiaries include Gifford Medical Center, a critical access hospital, and GRC, which 

provides adult day and nursing home services, and operates the ILF which is the subject of this 

application. 

  

2. On July 11, 2016, Gifford began construction of the ILF, a 49-unit, 72,839 gross 

square foot (sq. ft.) structure without first obtaining a CON. The ILF was completed on August 

1, 2017, and its first occupants moved in on August 14, 2017. Application (App.) at 2. 

 

3. The three-floor building offers studio and one-and two-bedroom apartments. Five of 

the apartments are designed to accommodate individuals with disabilities. Common spaces 

include a lounge, community room, conference room, library, fitness room, dining room, private 

dining room and woodworking shop. App. at 1-2.  

 

4. The applicant financed the $14,136,853 project cost with a $6 million loan from the 

Northfield Savings Bank, a $6 million loan from the Mascoma Savings Bank, a $1,625,096 

bridge loan from Gifford Medical Center, and $511,757 in fundraising. Responses to Questions 

(Resp.) (Feb. 22, 2018) at 2. Gifford Medical Center is responsible for any negative cash flows 

incurred by the facility. Id. at 2, 6. 

 

5. The applicant has included the mortgage costs in its financial projections. App. at 3. 

Based on a projected occupancy rate of 86% (42 units occupied), the applicant anticipates 

generating positive cash flows by the second year of operations. Resp. (Feb. 22, 2018) at 6, 7, 8.   

 

6. The ILF is part of a long-term plan for the Morgan Orchards property that includes 

two additional independent living buildings and a 20-bed assisted living facility. To date, only 

the 49-unit ILF has been built. Under the long-term plan, the project is intended to expand the 

housing options for seniors in the region as its population ages. App. at 5. 

 

7. Prior to construction, Gifford conducted two market analyses to assess the need for 

senior housing in the region; both studies show a need for additional senior housing options such 

as condominiums and independent living apartments in the region. Specifically, an independent 

living facility can provide its residents with opportunities for socialization through activities, 

transportation, and shared meals. App. at 4,5. 

 

8. The applicant involved Efficiency Vermont in the design phase through construction 

of the facility. App. at 2. The ILF was constructed in accordance with all applicable Facility 

Guidelines Institute (FGI) guidelines and state and national codes. App. at 3. 

 

9. Although the applicant does not plan to offer any health care services at the facility, 

the ILF employs a care coordinator to help ensure that its residents’ health care needs are met. 
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App. at 3. 

 

10. Stagecoach Transportation Services, Inc., which provides transportation services 

across 29 towns in Orange County and northern Windsor County, has included a stop on its route 

at the ILF. App. at 5, Attachment E. 

 

11. To date, the ILF has failed to achieve its projected occupancy rate, and as a result has 

not met its financial projections. As of the fourth quarter of 2017 (October-December 2017), the 

facility’s revenues were 76.2% below budget while its expenses were 33% over budget, and the 

ILF had experienced a year-to-date loss of approximately $239,000. Resp. (Feb. 22, 2018) at 1, 

6-9. As of March 2018, the ILF had exceeded its budget by 31%, with a $458,565 year-to-date 

loss for FY 2018. Resp. (April 25, 2018). 

  

12. Through May 11, 2018, Gifford Medical Center has covered $3,036,134 in losses 

from Gifford Retirement Community (ILF, Menig Skilled Nursing Facility and the Adult Day 

Program), which GRC is expected to repay once it achieves positive cash flows. Resp. (May 11, 

2018) at 1. 

  

Standard of Review 

 

Vermont’s CON process is governed by 18 V.S.A. §§ 9431-9446 and Green Mountain 

Care Board Rule 4.000 (Certificate of Need). An applicant bears the burden to demonstrate that 

each criterion set forth in 18 V.S.A. § 9437 is met. Rule 4.000, § 4.302(3). 

 

Conclusions of Law 

 

I. 

Under the first statutory criterion, the applicant must show that the application is consistent 

with the health resource allocation plan (HRAP) which identifies needs in Vermont’s health care 

system, resources to address those needs, and priorities for addressing them on a statewide basis. 

18 V.S.A. § 9437(1).  

 

Here, HRAP standards 1.9 (costs and methods of proposed construction are necessary and 

reasonable, and project is cost-effective), 1.10 (project is energy efficient), and 1.12 (project 

conforms with FGI guidelines) are applicable. Standard 1.9 overlaps with the requirements of the 

second CON criterion, which, as discussed below, we conclude has been satisfied. With respect 

to Standards 1.10 and 1.12, Efficiency Vermont was involved in the design through construction 

phases of the project, and the ILF’s construction followed all applicable FGI guidelines and state 

and national codes. Finding of Fact (Finding) ¶ 8. As such, we conclude that this project is 

consistent with the HRAP. 
 

II.  

 

 Under the second criterion, an applicant must demonstrate that the project cost is 

reasonable because first, the applicant can sustain any financial burden likely to result from the 

project’s completion, second, the project will not cause an “undue” increase in the costs of care, 
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and third, “less expensive alternatives do not exist, would be unsatisfactory, or are not feasible or 

appropriate.” 18 V.S.A. § 9437(2). In determining whether the project will unduly increase the 

costs of care, the Board must consider factors that include the financial impact on the facility’s 

services, expenditures and charges, and whether such impact is outweighed by the project’s 

benefits to the public. 18 V.S.A. § 9437(2)(B).  

  

The project’s $14,136,853 cost is being financed through two $6 million bank loans, 

$511,757 from fundraising, and $1,625,096 in bridge loans from Gifford Medical Center. 

Finding ¶ 4. Although the occupancy rate is currently below projections, growth in the aging 

population, coupled with the clear need for independent living options in the region, it is likely 

that the ILF will realize its goal of achieving occupancy rates to support a positive cash flow in 

Year 2, which is more than a year into the future. While we conclude that the applicant should be 

able to sustain the financial burden of the project, we are nonetheless concerned about the impact 

on Gifford Medical Center’s budget which is separately regulated by the Board through the 

hospital budget process. See 18 V.S.A. § 9375(b)(7) (Board reviews and establishes hospital 

budgets). Indeed, the applicant’s bare assertion that the project will have no impact on the 

Gifford Medical Center’s operations or services is unpersuasive in light of the hospital’s ongoing 

obligation to cover the facility’s shortfalls resulting from lower-than-projected occupancies and 

revenues. See Findings ¶¶ 11, 12. We therefore include as CON conditions that the applicant: 1) 

regularly report on any continued reliance on Gifford Medical Center to cover the ILF’s 

expenses; 2) provide a specific plan and timeline to commence repayment of all amounts that are 

owed to the hospital; and 3) regularly report on its progress towards meeting projected 

occupancy levels and financial projections. Further, given the financial interconnectedness of the 

independent living facility and the hospital, we will conversely expect and require that Gifford 

Medical Center independently report to the Board on the project’s financial impact during the 

hospital budget review process. See 18 V.S.A. § 9375(b)(7); 18 V.S.A. § 9456; GMCB Rule 

3.000.     

 

Last, we recognize that the project addresses an identified need for senior housing in the 

region. By providing amenities such as transportation services to and from the facility, common 

areas for socialization and dining, an on-site care coordinator to help residents meet their health 

care needs, and newly-constructed apartments that meet energy and industry standards, the 

project will allow seniors to retain their independence while remaining in the region. Findings ¶¶ 

3,7,8,9,10. Accordingly, we find that the applicant has demonstrated future need to help offset 

the project’s financial impact, and that at this time, with construction of the facility complete, 

there are no viable, cost-effective alternatives to the project moving forward. See Findings ¶¶ 6-

7.  

 

For these reasons, we conclude the applicant has satisfied the second criterion. 

 

III. 

   

Under the third criterion, the applicant must show that “there is an identifiable, existing, 

or reasonably anticipated need for the proposed project which is appropriate for the applicant to 

provide.” 18 V.S.A. § 9437(3). In addition to the information provided by the applicant 

concerning the need for additional senior housing in the region, Vermont’s population is the 
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second oldest in the country, will soon be the oldest, and the State is projected to add 100,000 

residents aged 60 and older in the next decade. See, e.g., Ken Picard, Where is Vermont’s 

Burgeoning Population of Seniors Going to Live? SEVEN DAYS (April 4, 2018). With limited 

senior housing in the region, the project could help meet Vermonters’ current and future needs 

by allowing them the option of aging in an environment that promotes socialization and provides 

supportive services. Findings ¶¶ 6, 7, 9, 10. The applicant has thus satisfied the third criterion. 

IV.  

 

 The fourth criterion requires that the applicant demonstrate that the proposed project will 

improve the quality of health care in Vermont, provide greater access to health care for 

Vermonters, or both. 18 V.S.A. § 9437(4).  We find that the applicant has shown that the project 

will maintain and improve the quality of health care in Vermont by offering an additional 

community-based housing option with care coordination for residents in a setting that offers 

social amenities that can prevent isolation and loneliness—both of which impact a person’s 

health and quality of life—and by providing services such as care coordination to ensure that 

residents’ health care needs are addressed. Findings ¶¶ 6, 7, 9, 10. We therefore conclude that the 

applicant has met this criterion. 

 

V.  

 

 The fifth criterion requires that the applicant demonstrate that the project will not have an 

undue adverse impact on other services it offers. 18 V.S.A. § 9437(5). As we discussed in our 

review of the second criterion, Gifford Medical Center, a subsidiary of the applicant, is exposed 

to substantial financial risk associated with this project if it fails to meet occupancy and revenue 

projections. Findings ¶ 4, 5, 11, 12. We find this level of risk to the hospital troublesome, 

particularly in light of Gifford’s post-construction CON application, preventing us from limiting 

the project’s scale and scope. However, with close monitoring of the ILF’s financial performance 

and impact of the project on Gifford Medical Center’s hospital budget, we conclude that the 

project will not adversely affect services currently offered by either GRC or Gifford Medical 

Center. We therefore conclude this criterion has been met. 

 

VI. 

 

 Under the sixth criterion, the applicant must show that the project will “serve the public 

good.” 18 V.S.A. § 9437(6). The criterion is broad, and necessarily includes our consideration, 

and the applicant’s satisfaction, of each of the other seven criteria. For all of the reasons 

discussed throughout this decision, we conclude that this criterion has been met. In particular, the 

project addresses a need for senior housing in a rapidly aging and predominantly rural state and 

provides seniors with a variety of common spaces and activities in a single, accessible, building. 

See Findings ¶¶ 3, 6, 7.  

 

VII. 

 

 The seventh criterion requires that the applicant adequately consider the availability of 

affordable, accessible patient transportation services to the facility. 18 V.S.A. § 9437(7). 
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Stagecoach Transportation Services, Inc., which provides transportation services in Orange and 

northern Windsor Counties, will provide transportation services to the independent living 

facility. Finding ¶ 10. We therefore conclude that this criterion has been satisfied.  

 

VIII. 

 

The final criterion relates specifically to new health care technology projects, see 18 

V.S.A. § 9437(8), and to the extent it may be relevant, the applicant has satisfied this criterion. 

  

Conclusion 

 

While we conclude that a CON should issue for this project, we are compelled to voice our 

concern with the applicant’s failure to recognize, prior to construction, that the project was 

subject to CON review, particularly in light of its impact on Gifford Medical Center, a related 

entity, which has assumed substantial financial risk. At this time, the Board is not ordering a 

penalty for the failure to comply with the CON law. Had the applicant been forthcoming with its 

disclosures to the Board, our order would likely have required it to better demonstrate that the 

project’s costs and scope closely align with an identified need for senior housing in the region. 

With construction complete, however, we are constrained by our inability to roll back and limit 

the project, and instead will closely monitor both the applicant’s and the hospital’s financial 

performance as the project goes forward.  

 

Based on our Findings of Facts and Conclusions of Law, we approve the application and 

issue a certificate of need, subject to conditions and requirements therein, on this same date. 

 

SO ORDERED. 

 

 

Dated:  June 15, 2018 at Montpelier, Vermont.        

     

s/ Kevin Mullin, Chair ) 

) GREEN MOUNTAIN 

s/ Jessica Holmes ) CARE BOARD 

) OF VERMONT 

s/ Robin Lunge   ) 

    ) 

s/ Tom Pelham  )  

    ) 

s/ Maureen Usifer ) 

 

 

Filed:  June 15, 2018 


