SEAN PARNELL, GOVERNOR

P.O. BOX 110601

L ALASKA 99811-0601
DEPT. OF HEALTH AND SOCIAL SERVICES e e 0

OFFICE OF THE COMMISSIONER FAX:  (907) 465-3068

June 9, 2011
Certified, Return Receipt Requested
Noel Rea, CEO
Wrangell Medical Center
P.O. Box 1081
Wrangell, Alaska 99929

Dear Mr. Rea:

Review of the information presented as a result of the mediation between the Department and the
Wrangell Medical Center (WMC) and the subsequent review by CON staff has led me to the
following conclusions and my decision.

1. WMC was aware on the need to increase the square footage of the facility as early as April 8,
2010 with the release of the Space Allocation Program completed by America Health Facilities
Development (AHFD) following planning and evaluation for a “right-sized” facility. This space
allocation report resulted in the release of a request for proposals by WMC on May 3, 2010 for a
44,900 square foot project.

2. WMC was a participant in a thorough review of the health care system in Wrangell by the
Denali Commission. This review was identified as the impetus for WMC to request a
replacement facility. The review identified the need for a 34,900 square foot facility. The space
allocation review by AHFD is 10,000 square feet larger, and justified through a breakdown of
space need per department and services.

3. Both due to some initial miscalculations and WMC’s decision to adopt a more cost-effective
modular component construction method, the December 17, 2010 design plans for the
replacement facility depict a facility of just under 52,000 square feet.

4. The original cost condition of the award ($25.4M) and the subsequent amount requested as a
result of the second mediation session ($26.6M) are maximum expenditures allowed under the
CON award. The Department through the CON review process reviews costs and the impact to
Federal, State, and other Third-Party Payors. A decrease in costs associated with facility
construction (conventional vs. component construction) will only prove to be beneficial to the
community.

5. I'have considered but rejected limiting the replacement facility to 45,000 square feet
maximum as a condition of the modified CON. Such a limitation would be arbitrary and
unnecessary to maintain the good health of the citizens of the state. But, in light of the
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