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Preface to the Second Edition
[Note: I have decided not to publish a paper copy of this book for a few reasons
(mainly that it’s expensive and time-consuming). If you would like a paper copy,
shoot me an email, and I’ll figure out a way to send you a file that you can print
from the comfort of your home.]
You’re reading a second edition of my book. Why did I feel the need to put
together a second edition? Well, some things have changed over the past few
years:
1) I’ve found a new (and better) source for nursing home information.
2) Improvements in the economy have flowed over into the retirement
industry, and consequently, senior housing is doing well.
3) Hedge funds and other institutional investors have gotten more involved
in senior housing.
4) Readers have written to ask me questions that I feel should be covered in a
new edition.
As a result, I’ve added three new chapters and updated the entire book with
information pertinent to today’s economic market.
I am also going through some personal changes that make 2015 a good year to
rerelease my book. I’ve been writing about the senior housing since 2011. I
initially scheduled one article a week, but, frankly, senior housing doesn’t move
that fast. After a while, I got a bit tired of writing the same stuff over and over.
Plus, I’ve always liked digging deeper into intellectual topics and have been
doing so in my spare time. In 2014, I started taking higher-level math courses on
the side, and as of August 2015, I’ll be starting a PhD program. It will demand a
great deal of my attention. Thus, in preparation for that transition, I want to give
my readers a fresh look at senior housing before crawling into the cave that is my
new PhD office.
In this updated edition, you’ll find all of the same information that was in the
original: information about how to find retirement communities, how CCRCs
fees and contracts work, how to negotiate for upgrades, and what happened
during some of the industry’s biggest bankruptcies.
I’ve also added more information to help readers who have questions about their
move to senior housing: a financial perspective on the costs of moving to senior
housing versus staying at home, some good advice on learning about nursing
homes in your area, and an update on the aftermath of the 2007 housing crash
and how it impacted CCRCs.
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While I probably won’t be writing for SeniorHousingMove.com or releasing
books after 2015, I’ll still have my email, Virginia@SeniorHousingMove.com, and
I’ll keep the site up and available. If I see anything that’s incredibly interesting or
that seniors need to know, I’ll add a post. But, frankly, most of what you need is
either in this book or on my website. I don’t anticipate that the industry makes a
huge shift any time in the near future.
If you have questions, please email me. I like helping people, and I don’t mind
fielding a few questions now and then about how to find a good community.
I have enjoyed my years at SeniorHousingMove.com, and I appreciate all of the
comments that I’ve gotten from my readers over the years. I hope that I have
helped you find the best place to spend your retirement years.
Virginia Traweek
July 1, 2015
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Chapter 1: I’ve Seen it All
For four years, I was like a private investigator for retirement communities. My
job was to fly around to different cities and investigate the local market. I was
charged with going in, getting the goods on local communities, and then
reporting back. Ultimately, my research helped communities (both new and
existing) expand their campuses and fill apartments. I estimate that during my
time as a consultant, I saw over 1,000 retirement communities, walked in their
front doors, and asked questions about their services. I’ve definitely been busy!
The company that I worked for helped build retirement communities. We didn’t
own any of them; we just helped potential and existing communities decide on
pricing, file regulatory forms, and, eventually, market the community to the
public. Our job was to know everything about the process so that our clients
could focus on their day jobs of running communities.
While I was working in the field, I realized that health care was going to be a big
issue in the coming years. So, I started my master’s in health care administration
degree. I also decided to use my senior housing experience to start a blog,
SeniorHousingMove.com, dedicated to helping seniors untangle the complicated
web of senior housing decisions. I’ve been concentrating on senior housing and
health care ever since.
My goal is to give my readers an insider’s perspective on the industry. I write
every article thinking, “If my mom or grandma were going into senior housing,
what advice would I give her?” I want to give you the tools to make a fullyinformed decision. This is probably the biggest move that you will ever make in
your life. If you’re going to make it, you shouldn’t have to feel like you’re in the
dark about your choices.
So, I know a lot about continuing care retirement communities. What are those?
Well, we’ll get to that in a minute. Let’s start at a simpler step: What can you
expect to learn from this book?
This book won’t help you pick a nursing home or assisted living community.
There’s simply too much that goes into that decision for me to fit it all in one
book, but I will give readers some good information on how to learn about
nursing home in their area.
However, the main focus of this book is to understand the independent living
options in your area and how you can take advantage of different pricing. I’ll
walk you through the steps in finding a community and an apartment. I’ll
explain why senior housing communities do the things that they do to convince
you to buy, and I’ll explain the common industry terms and what they mean to
6

you. We’ll talk about “LifeCare”, the industry’s version of long-term care
insurance, and we’ll discuss potential pitfalls in buying the product. Finally, I’ll
talk about some of the recent bankruptcies in the industry and what they mean
for you.
I’m excited to be guiding you on your journey, and I’m looking forward to
hearing from my readers. If you have any comments or concerns, please don’t
hesitate to email me at Virginia@SeniorHousingMove.com or visit the website at
www.SeniorHousingMove.com!
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Chapter 2: What is Senior Housing?
Retirement living has a bad reputation in America. “Just shoot me if I ever have
to go into one of those places,” is something that I have heard countless times
when talking about my work in senior housing. Most people think of the strangesmelling nursing home they visited during their grandmother’s illness. They
think of impersonal, hospital-like rooms with surly nurses and bland food. It’s no
wonder that they don’t want to sign up for an experience like that.
But, that’s a slightly unfair perception. Certainly, there are nursing homes that
don’t treat their patients well. There are even retirement communities that are
run by bad people who don’t have the residents’ interest at heart. However,
these are the exception rather than the rule. In my travels, I’ve seen communities
where residents gather in the lobby every afternoon for wine tasting. I’ve seen
sign-up sheets for exciting vacations. I’ve even seen putting greens adjacent to
the building. Retirement living has undergone a fundamental transformation
over the last few decades.
One hundred years ago, retirement communities didn’t really exist. Heck, one
hundred years ago, retirement didn’t really exist. If you got old enough and
made enough money to retire, your family took care of you. If you needed more
care or if you outlived your family, you either went to a local hospital or moved
into an old age home.
But, as the American life span lengthened, we had to come up with ways to fill
the retirement years. As multi-generational housing fell out of favor, developers
created a new brand of living arrangement called the retirement community.
These business models remain largely unchanged since the 1960’s, although the
floor plans have gotten larger, and the rooms are more modern.
Today, capturing the hearts and minds of retiring seniors is a growing industry.
Everyone wants in on the action. In order to differentiate their products, most
builders try to throw in a special twist in their pricing or services. This makes it
harder to directly compare prices, and it makes it easier for seniors to commit
without fully understanding what they are buying.
As a result of this policy, there are now dozens of variations on the senior
housing concept. Each one has benefits and drawbacks, and it makes it really
difficult to make an informed decision regarding your senior housing purchase.
But, luckily, you have me to help you.
Let’s start with the basic types of senior housing:
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Active adult living: For seniors age 55+ who require no assistance; active
adult living generally consists of age-restricted neighborhoods or
apartment complexes where residents might pay an association fee. Active
adult residents receive no health care or property maintenance services
Independent living: For seniors age 62+ who require no assistance;
independent living is generally offered in either apartment or cottage
settings and generally includes meals, housekeeping, and social events
Assisted living: For seniors who require assistance with activities of daily
living like bathing, dressing, and eating
Memory support/Dementia care: For seniors with cognitive decline due
to advanced Alzheimer’s or other disease
Skilled nursing: For seniors in the end-stage of life who require care 24
hours a day
Continuing care retirement communities (CCRCs): A community that
contains multiple levels of care, including independent living, assisted
living, and nursing
But even that’s a little confusing, so there’s a chart on the next page to describe it
all.
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Figure 1: Senior Housing Overview

You’ll notice that I have the bubbles shown in order of care. In other words, if
you’re 100% active and don’t need any help, you can live in an active adult
community. On the other hand, if you’re sicker and need more care (but aren’t
sick enough for a hospital), then you’ll need nursing care. It’s not entirely fair for
me to place memory care in the middle, since memory care residents can be any
age and have a range of health conditions. But, in general, it’s sort of in the
middle with regard to health of resident. Although CCRCs offer three or four
levels of care (some don’t offer memory care), there are dozens of free-standing
independent living, assisted living, and nursing facilities in most large cities.
Now that you have a good idea of where each level of care fits into the larger
scheme of things, let’s take them one by one and talk about why potential
residents might choose to live in these types of communities.

Active Adult
If you live in an age-restricted neighborhood (55+), you’re already in an active
adult community. Your decision to move into an active adult community could
be as simple as deciding that you want to live by people closer to your own age
10

who don’t have children still living at home. But, there are other reasons that you
might consider active adult living.
For one, it is cheaper than traditional retirement communities. There’s usually a
homeowner’s fee that is used to maintain a clubhouse or other common areas,
but, in most active adult communities, there are no other fees.
These communities are marketed for active seniors, so expect a big social
calendar. There will likely be golf courses nearby and outings to local
restaurants. Expect residents to be younger than typical retirement community
residents. (A typical CCRC has residents in their late 70’s; active adult residents
will likely be in their early 70’s or late 60’s, depending on the community.)
In summary, the benefits of active adult communities include low expenses, lots
of community activities, and neighbors that are your age. However, if you need
health care, these attributes may work to your disadvantage. On top of your
monthly fee, you’ll be paying for caregivers and meal delivery vans to come to
your house. Then, if you need to move into assisted living or nursing, you’ll also
be moving out of the community.

Independent Living
Independent living is reserved for residents aged 62 or older and is generally
arranged in an apartment-like configuration. There are also communities that
offer independent living cottages or duplexes. The individual units will look just
like apartment homes or small cottages and offer all of the amenities that you
might find in a normal home. (“Unit” is what industry-insiders use to denote one
apartment or cottage.) You’ll have a full kitchen, a full bath, a dining room, and a
bedroom or two. There might even be a parking garage or covered parking.
Some communities also offer storage lockers if you have extra possessions that
don’t fit inside the apartment.
Independent living communities offer some package of services included in the
monthly rent. Sometimes this is continental breakfast, one afternoon or evening
meal, and light housekeeping. Other communities will offer meals to apartment
residents but require those in cottages or duplexes to purchase their own
services. Most independent living communities also offer emergency services
like call buttons, on-duty nurses, and regular doctor’s visits on the campus.
Residents in independent living are typically older than active adult residents,
and, in some communities, independent and assisted living residents mingle in
inter-mixed hallways. Other communities will designate separate wings of the
building as independent or assisted living.
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As the economy has worsened, independent living occupancy has declined;
people are waiting longer to move into senior housing. Therefore, many
independent living communities have implemented new policies that allow
independent living residents to receive home health care in their apartments.
Whereas the old policy might have been to require independent living residents
to move into assisted living or nursing, now there is a trend toward “aging in
place.” As explained in Chapter 12, this has distinct advantages and drawbacks.
Overall, the advantages of independent living are the services and the close
proximity to others. Whereas active adult communities offer more independence
and resemble normal non-age-restricted communities, independent living offers
an atmosphere that’s close to an apartment building or dorm living. There’s a
common dining hall and activity rooms. You’ll be closer to your neighbors. Plus,
you are closer to caregivers. So if there’s a problem, you’ll have more access to
help.

Assisted Living
Assisted living residents receive help with the activities of daily living. In some
states, assisted living is called “residential care.” These facilities include services
such as assistance with bathing and grooming, dressing and undressing, eating,
getting out of bed or onto the toilet, bowel and bladder control, and moving
around.
Since residents need higher levels of care and are not independent, the apartment
does not include a full kitchen. Sometimes residents share bathrooms and living
spaces. Some assisted living residences have only a bedroom and bathroom, with
living spaces in the hallways where residents can gather to watch television.
In assisted living, all meals are included. There is usually weekly housekeeping
and linen service with daily upkeep as necessary.
Pricing is usually based on levels of care, so if you’re relatively independent but
just need help with medication reminders or some other small service, you might
not pay as much as a resident who needs continence care, help with bathing, and
getting around. There is usually a base rate that covers living in the unit, plus an
extra charge for levels of care. Other communities will include all services in the
monthly rent.
Assisted living apartments are licensed by the state, so communities usually have
a set number of apartments in which they are allowed to provide these services.
It’s expensive to go through the approval process of getting more rooms.
However, many communities have gotten around this by contracting with a
home health agency to provide care in the apartment. It’s not uncommon to
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move into what is essentially an independent living community that also offers
full assistance with activities.

Memory Care
Memory care facilities cater specifically to residents with dementia who are at
risk of wandering or have behavioral issues related to advancing dementia.
These communities generally have a keypad at the entrance and exits that allow
only people who know the code to get in or out. This is referred to as a “locked
ward.” Other communities will not lock the ward but will have a desk at the
front so that residents can’t leave without a companion.
As could be expected, apartments in memory care communities don’t feature
kitchens. Most have just a bedroom and a bathroom. Other communities offer
semiprivate rooms where two residents share a bedroom and a bathroom.
All of the services available to assisted living residents are also available to
memory care residents, and often communities have rooms that are licensed as
assisted living but within a locked ward for assisted living patients who are at
risk for wandering.
Facilities that were designed and constructed to serve memory care patients have
some interesting design touches that help residents feel more at home.
Rectangular hallway floor plans (where the hallways never dead-end) are
common, as are shadow boxes on the resident’s doorway which contain items
that belong to the resident. There are often interior courtyards where residents
can go outside and sit in the shade without needing a chaperone. There are also
sometimes animals that live in the community like dogs or cats.

Nursing Home
Whereas independent living, assisted living, and memory care are almost all
paid out-of-pocket, nursing care is usually paid for by a third party. (There are
some states that offer limited funding for assisted living or memory care, but in
general, people pay out of pocket for these services.)
Medicare and Medicaid, on the other hand, are the agencies that pay for most
nursing care. Therefore, a lot of information about nursing homes that is
available online through the Centers for Medicare and Medicaid Services website
(www.cms.gov) that pertains to nursing homes. There is a also a nursing home
ombudsman assigned to every county in the United States whose job it is to
represent the needs of nursing home patients and their families.
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In short, nursing homes are for patients who need care at all hours. Some nursing
homes also offer hospice (end-of-life) care. Rooms are sparse and contain a
hospital bed, a chair or two, a closet or chest of drawers, and a bathroom. There
are some common spaces where residents can watch movies or relax. There are
also small dining rooms.
There are literally hundreds of laws related to the reimbursement of nursing
homes care. Medicare patients have a limited number of days that are covered
following hospitalization, so family members either need to have enough cash to
cover the care, a long-term care insurance policy, or the patient needs to apply
for Medicaid.

Continuing Care Retirement Community
Now that we’ve gone through all of the levels of care, let’s look at the most
popular arrangement: the continuing care retirement community (“CCRC”).
These communities arose because of a distinct dilemma in senior housing: What
happens if a resident in independent living needs more care? What happens if
there’s a couple in the apartment, and only one of them needs care?
The solution was to build all of these services into one campus. If a resident
needs more care, he or she can simply move a few apartments over to the
assisted living wing. If a couple needs different levels of care, the community can
provide that without requiring any big or expensive moves.
Although the concept of a continuing care retirement community is relatively
new, the business is just another step in a long evolution of senior housing
options which have been created over the decades to help care for society’s aged
population:
“A number of the more than century-old CCRCs had their roots in
residences established to meet the needs of widows and orphans resulting
from the casualties of the Civil War. The needs of the elderly were
heightened during the Depression, and “old age homes” sponsored by
faith-based, not-for-profit organizations emerged as a response. Contracts
in those early days of the CCRC (if contracts existed at all) required
prospective residents, as a condition of moving in, to turn over their assets
in return for a promise of care for life, highlighting the trust level and
expectation among these early CCRC residents that the move was a
commitment for the remainder of their lives.” (Leading Age; American
Seniors Housing Association 2010)
Luckily, things have changed quite a bit from the days when you handed over
your entire life savings:

14

“The CCRC model has evolved over a very long period of time, with some
dating back more than a century... Some CCRCs in operation today
evolved from nursing homes and tend to have a higher number of nursing
beds; others were originally built as a CCRC (i.e., ‘purpose-built’) and
were designed with a proportionally greater number of independent
living units.” (Leading Age; American Seniors Housing Association 2010)
Today’s CCRC laws recognize communities that have independent, assisted, and
nursing options on their campus. Memory care is often included as well,
although it is generally part of the assisted living wing.
CCRCs communities range in size from about 40 independent living units to
over 1,000 independent living units, with the industry averaging approximately
150 independent living units per campus. The target demographic is seniors age
75 or older. What started as a home for the aged has grown into a full-fledged
retirement industry:
“Today, there are approximately 1,900 CCRCs in the United States,
located in 48 states and the District of Columbia. Pennsylvania, Ohio,
California, Illinois, Florida, Texas, Kansas, Indiana, Iowa, and North
Carolina boast the greatest number (ranked in that order).” (Leading Age;
American Seniors Housing Association 2010)
CCRCs normally follow an entrance fee model whereby residents pay an upfront entrance fee ranging from approximately $100,000 to $1,000,000 (depending
on the community and the size of the apartment or cottage) and a monthly fee
ranging from $1,500 to $5,000 (depending on services and apartment size). The
entrance fee is refunded to the resident or the resident’s estate following death or
move-out (subject to certain limitations), as described in Chapter 6.
This arrangement is unique for several reasons, the most important of which is
that it allows the community to offer discounts on health care and other services.
Accordingly, most states consider an entrance fee contract to be a type of longterm care insurance.
Because of the insurance-like nature of entrance fee pricing, most retirement
communities require prospective residents to provide proof that their financial
resources meet required thresholds and that they are in good health. A
community accepting a resident in poor health or with limited financial
resources can be obligated to care for that resident for the rest of his or her
lifetime, so communities have an incentive to only accept healthy residents!

Other Options
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CCRCs aren’t the only type of senior housing that is available. There are dozens
of permutations of levels of care and living arrangements. The most common
arrangement combines independent and assisted living. It’s also not uncommon
to find nursing homes that are surrounded by independent living cottages or an
active adult community. Similarly, I’ve seen locked skilled nursing units for
nursing patients with dementia.
Whew! That was a lot of information to get through. I hope it wasn’t too
overwhelming. Next we’ll look at some of the intricacies of CCRCs and what the
consumer needs to know before buying. I’ve included the chart on the next page
to help you understand the different decisions involved in making the move into
senior housing!
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Figure 2: Senior Housing Decision Chart
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Chapter 3: Continuing Care Retirement Communities
If your head is spinning, that’s ok. Take some time to review your needs and
desires and come back to this chapter when you’ve figured out that senior
housing is for you and that you meet the profile of someone who might benefit
from life in a CCRC.
If you know that you want to live in a CCRC, get ready. We’re about to dive
head-first into a fascinating world!
First, let’s review what it means to be a CCRC:
“CCRCs generally feature a combination of independent living
apartments and/or cottages and nursing care, and many offer assisted
living, memory support care, and other specialty care arrangements. They
also provide residents with 24-hour security, social and recreational
activities, attractive dining options, housekeeping, transportation, and
wellness and fitness programs.” (Leading Age; American Senior Housing
Association 2010)
Now that we’ve got that down, let me pause to tell you that the term “CCRC” is
sometimes hard to pin down. For one, state regulations regarding use of the term
vary. In some states, you just need to have all three levels of care. In other states,
you have to offer entrance fee contracts and file financial statements with the
state regulatory office. Also, some states don’t have any regulations for CCRCs
whatsoever.
Although making a distinction may sound kind of silly, I’m going to go ahead
and do it just to keep things clear. In this book, a CCRC is going to mean a
community that offers entrance fee pricing and has at least three levels of care on
its campus. The reason for this is that entrance fee contracts make everything
more complicated. It’s a whole different beast from regular rental communities;
that means that it deserves its own special attention.

CCRC Entrance Fees and Pricing
So what is all this talk of entrance fees? Most people that I talk to about senior
housing think that the entrance fee is some sort of retirement industry Ponzi
scheme which is bound to blow up at any moment. (Like any other business,
CCRCs do occasionally go bankrupt. To read more about financial problems in
CCRCs, go to Chapter 13.) Certainly paying a quarter of a million dollars or more
for an apartment which you will not actually own is cause for investigation, but
there is no Ponzi scheme. On the contrary, there are big advantages to buying
into a CCRC that you do not get in a typical independent living community.
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In order to make everything completely clear, let’s start by explaining why
there’s an entrance fee in the first place.

Why do they charge an entrance fee?
The most common objection that most people have regarding senior housing is
that it seems like a rip-off. After all, how can you pay an entrance fee that costs
the same as your house and yet not own your apartment? Most people want the
assurance of being able to hold onto their money.
Yet, if you visit enough retirement communities, you’ll see the difference
between a CCRC and a rental community: common spaces. CCRCs have more
amenities. Most CCRCs have multiple dining venues, multiple resident lounges,
and state-of-the-art fitness centers. The only rental communities that can afford
these services are large, established communities that have built up sufficient
cash such that they can afford to expand their common space. Even then, the
amenities usually aren’t very modern.
The difference between entrance fee pricing and rental fees is due to the type of
financing that providers utilize. When a new CCRC is constructed, the owners
do not pay very much cash up front. They might spend $2 to $7 million to market
the project and pay for preconstruction costs like architectural drawings and
regulatory approvals. The rest of the money usually comes from bonds issued to
investors. Once the community is constructed, residents pay their entrance fees,
and the community uses a portion of these proceeds to pay off the debt. The end
result is that the developers can borrow more money, and that additional money
pays for common spaces and amenities.
It is true that accepting an entrance fee contract means separating yourself and
your estate from a large amount of money for a long time. The overwhelming
majority of CCRCs have good financial practices and have faithfully returned
residents’ entrance fees. However, there have been a few bad apples, especially
start-up communities that fill slowly and have difficulty making debt payments.
For this reason, most states require that potential CCRC residents receive a
Disclosure Statement before signing any entrance fee contract. The Disclosure
Statement includes financial information about the community and other
pertinent data. Before moving into any community, residents should review the
Disclosure Statement. If they have any questions, they should ask. Most CCRCs
will do what they can to convince a resident to move in, and they will go out of
their way to address concerns. (There will be more about Disclosure Statements
in a Chapter 6.)

19

While it is difficult to make accurate judgments from a 30 page Disclosure
Statement, have some heart. Even communities that are in bankruptcy are often
bought out by competitors or by investors. Investors holding debt lose some of
their money. But, the purchaser of the community has a vested interest in
keeping residents happy, which usually means making good on obligations for
resident entrance fee refunds.
It may sound like a legal nightmare, but in reality, all of this cash contributes to
the finished product: a great big retirement community. There are some CCRCs
where you can walk from your independent living apartment to your water
aerobics class, to see your friend in the nursing home, to the woodshop and art
studio, without ever going outside. There are others that offer multiple dining
rooms and theater-quality entertainment rooms. I’ve seen others that have full,
performance-hall-sized auditoriums.
If you have the money and can stomach the potential of the community
encountering financial trouble, then a CCRC can offer you an opportunity to
enjoy the retirement experience of a lifetime. You’ll be around people your age
with your outlook on life and your level of vitality, yet you’ll have health care
services available in the event that you need them.
As far as retirement goes, these communities offer tremendous service and value.
Don’t believe me? Go take a tour and see for yourself. (By the way, I don’t get
any money from any CCRC advertising group for saying that. It’s just that my
experience of CCRCs has been overwhelming positive, even when I’ve stayed in
them as a guest.)

Paying for a CCRC
Ok, so you think you might like to investigate the potential of moving into a
CCRC. Now you’ll want to know how it works. What are you paying? What are
you getting in return?
Let’s start with an explanation of the entrance fee payment model. CCRCs have a
unique fee structure: you pay an entrance fee when you move in and then
monthly fees. When you pass away or move out, you get back a portion of your
entrance fee.
Types of Refundabilities. There are two common types of refundable contracts:
defined refundability and declining refundability.
The vast majority of communities offer the first type, a defined refund: a 90%, 50%
or 0% refundable contract. For example, a resident choosing a 90% refundable
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contract who pays a $100,000 entrance fee would receive $90,000 (90% of
$100,000) upon completion of the contract.
Just like it sounds, a declining refund plan provides a declining refund based on
the length of time that a resident has been in the community. Most plans offer
stipulations such as “the contract is 90% refundable upon entrance to the
community and then amortizes at 4% a month until the remainder of the
entrance fee has been exhausted.” In some communities, declining refund plans
also offer benefits should a resident need to move to assisted living or nursing.
Generally, the resident’s entrance fee acts as an endowment and can be applied
against the cost of care.
CCRC entrance fee contracts are not the same as condominium pricing where
residents own their units and a percentage ownership in the common spaces.
CCRC residents do not actually own their apartment or cottage. Instead, they
have an exclusive agreement with the community to use the residence and the
common grounds for the rest of their lives.
The refundable portion of the entrance fee is due when the resident either moves
out of the community or passes away. Most CCRCs have a clause in the resident
contract whereby the resident or the resident’s estate will not receive a refund
until the resident’s independent living apartment has been resold. In other
communities, the balance of the entrance fee is refunded to the resident’s family
if the unit has not been resold at the end of one year.
Monthly Fees. Monthly fees vary depending on the community and the monthly
services provided by the community. Common services include: daily meals or a
monthly meal plan, weekly or biweekly housekeeping, cable, telephone, internet,
resident activities, and covered parking. Furthermore, there are often several
variations on the services provided at each community.
Some communities have cottages or duplexes on the property that feature lower
monthly fees but do not offer the same services. These contracts are often
marketed to younger, more independent seniors and offer a lifestyle that is
almost like living outside of a retirement community. In contrast, independent
living apartments, which are located inside the main building, near assisted
living and nursing, often offer more services.
Rental. Since the economic downturn, many CCRCs are now starting to offer
rental contracts. Since retirement communities prefer a large up-front entrance
fee, rental contracts are priced such that most residents are better off choosing
entrance fee contracts. However, for some people, rental pricing can be a good
alternative and can offer benefits of CCRC living without the entrance fee.
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Do CCRCs offer good value for residents?
By far the biggest complaint that I hear regarding the difference between CCRCs
and rental retirement communities is that CCRCs don’t offer the same kind of
value as rental communities. After all, how can something that costs $100,000 or
more give consumers more bang for their buck than something that’s only a few
thousand a month?
Here are the ways in which a CCRC can offer a good value for consumers:
You get more options. CCRCs are generally bigger and offer more amenities
than a traditional rental community. The reason for this is the entrance fee
structure. Whereas a rental community charges more per month, a CCRC
charges most of its fees up front. This means that the developers can afford to
build a larger community, since they won’t have to return entrance fees for a
long time. The result is a community that might include resident lounges, art
studios, golf courses, and several dining rooms.
Leading Age, one of the industry trade groups, explains:
“An overall objective of any CCRC is to create an environment and choices
that enable older adults to experience fully actualized, creative and satisfying
aging. With that overall interest in mind, CCRCs may provide swimming
pools, wellness and exercise rooms (and equipment), common areas for social
activities, cafés, business centers, woodworking shops and craft rooms, and
high-speed internet access, along with a range of educational programs that
promote, for example, proper medical care, wellness, and nutrition.”
(Leading Age; American Senior Housing Association 2010)
All of these options come at a price, but if you can afford the fee, you get much
more out of a community than simply a place to live.
You get part of your entrance fee back. If you choose a refundable contract, your
estate will receive a portion of your entrance fee back upon resale of your
apartment. With a rental contract, you won’t get any refunds.
You get a guarantee. If you live in a LifeCare community, your entrance fee
contract comes with a guarantee that you won’t have to pay more out of pocket
than you’re paying for independent living. That benefit can add up quickly if
you end up staying in nursing or assisted living for a long time.
There are certainly reasons that someone might favor a rental contract over an
entrance fee, but CCRCs offer tremendous value to consumers. While paying the
entrance fee for a CCRC is definitely not something to be taken lightly, CCRCs
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provide services, amenities, and activities that can’t be matched in rental
counterparts.
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Chapter 4: The Big LifeCare Debate
LifeCare is one of the least understood aspects of the senior housing industry. It’s
all one big mess of confusing terms, but I think it’s an important subject,
especially given everyone’s concern about paying for long-term care. Let’s start
at the beginning.

What is LifeCare?
LifeCare is one of three types of health benefits that communities can offer as
part of their Resident Agreement:
Type A (LifeCare): LifeCare guarantees that a resident’s monthly fee will never
increase beyond their official independent living fee, no matter what level of care
he or she receives. In other words, following a permanent transfer to skilled
nursing or assisted living, the resident pays no more than the monthly fee he or
she paid in independent living.
Type B (Modified LifeCare): Type B contracts offer a discount on assisted living
and nursing services. For example, the resident might receive a discount of 10%
off of higher levels of care or receive ten free annual days of nursing or assisted
living.
Type C (Fee for Service): In this contract, the resident receives no discount for
assisted living or nursing services and pays the community’s market price for the
service.
In my experience, LifeCare is generally calculated as a $30,000 premium above
normal entrance fees. This means that, on average, the community expects
residents to consume $30,000 in higher-level care over the years they live in the
community. Obviously, some residents will consume more, spending more time
in nursing or assisted living. Other residents will be relatively healthy and
require only limited stays in higher levels of care.
Although some communities do not offer a choice between LifeCare and a
modified or fee for service contract, some communities do allow residents to
choose. Here are the two main considerations when choosing whether or not to
purchase LifeCare:
Long-term care insurance. Long-term care insurance offers benefits
similar to LifeCare. If you have a long-term care insurance policy, check
the benefits and compare them to the LifeCare benefits offered by the
community. Some communities will negotiate with residents who hold
long-term care policies. Others will not negotiate.
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Age and health. Because LifeCare is a type of insurance, all LifeCare
communities require residents to pass a medical exam. This is usually
conducted by the community’s head nurse or certified by your doctor.
Approval is based on the community’s opinion as to whether or not you
will be healthy long enough for the community to make their money back.
Thus, the longer you wait to move into senior housing, the more difficult
it will be to pass this physical exam.

An Example
That’s all fine and dandy. It’s easy for me to rattle off the in’s and out’s of
LifeCare contracts, but what does it all mean?
As an example, consider Mary, a 75 year-old widow. Mary goes to her local
CCRC for a tour. She receives two entrance fee options from the salesperson. In
Option 1, she pays $130,000 for a 100% refundable LifeCare contract. In Option 2,
she pays $100,000 for a 100% refundable entrance fee contract that does not offer
any health care benefit. We’ll also assume that her monthly rent, $2,000, is the
same in both scenarios.
Mary has to take a physical exam to qualify for LifeCare, and she passes with
flying colors. Now all she has to do is choose. Let’s assume that assisted living
currently costs $4,000 and nursing costs $250 per day. For the sake of simplicity,
I’m going to leave everything in today’s dollars and assume that the community
doesn’t increase its monthly fees to keep up with inflation.
I’m also going to make some assumptions about Mary’s future. In this case, let’s
estimate that she thinks she will have six more healthy years. But, she worries
that after that, she might spend two years in assisted living and six months in
nursing. How does Mary go about comparing the two plans?
Well, since we know that LifeCare fees are capped at whatever Mary is currently
paying in rent, we can safely assume that she’ll pay $2,000 per month for as long
as she lives in the community. If she lives in independent living for six years,
assisted living for two years, and nursing for six months, we know that she’ll be
spending 102 months in the community and paying $2,000 per month. That
brings her total expenditure to $204,000 ($2,000 per month x 102 months).
If Mary chooses Option 2, the Fee for Service option, then she pays whatever the
going rate is for assisted living and nursing. As shown below in Table 1, that
equates to a total of $285,000 spent over her time at the community. LifeCare
saved Mary over $80,000!

25

On the other hand, if Mary doesn’t think that she will need a lengthy stay in
assisted living or nursing, she can probably forego LifeCare and save herself the
extra $30,000 in entrance fees. The example below shows Mary only staying in
the nursing home for a few months, but her extra costs are well below the cost of
LifeCare.
Table 1: Mary’s Estimated Senior Housing Expenses
Option 1
Type A
LifeCare
$2,000
$2,000
$2,000

Option 2
Type C
Fee for Service
$2,000
$4,000
$7,500

Mary Needs More Care
Cost for Six Years in Independent Living
Cost for Two Years in Assisted Living
Cost for Six Months in Nursing
Total Cost
Total Savings from LifeCare

$144,000
$48,000
$12,000
$204,000

$144,000
$96,000
$45,000
$285,000
$81,000

Mary Needs Less Care
Cost for Eight Years in Independent Living
Cost for Four Months in Nursing
Total Cost
Total Savings from LifeCare

$192,000
$12,000
$204,000

$192,000
$30,000
$222,000
$18,000

Independent Living Monthly Rate
Assisted Living Monthly Rate
Nursing Monthly Rate

Keep in mind that this is a simplistic example. In real life, there are other factors
to consider when running the numbers. Financial and estate planners can help
you understand the subtleties of this calculation.

More on LifeCare
Now that you understand how LifeCare contracts work, let’s delve into the finer
aspects of the LifeCare concept.
First of all, LifeCare is a type of insurance contract. You’re not guaranteed to
need LifeCare; some residents will pass away after a brief illness and never need
it. Other residents will use hundreds of thousands of dollars in benefits. As such,
LifeCare is basically an insurance product.
Therefore, most communities offering LifeCare are regulated by the state
department of insurance. Check with your state to see what regulations CCRCs
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must follow and whether or not your community has filed all of their required
documentation in a timely manner. Also, you can file an open records request
with the department and receive copies of all of the community’s filings,
financial records, and other information. Additionally, most of this information is
available in the community’s annual Disclosure Statement, which the community
is required to give to you upon receipt of the resident contract and annually after
you move in.
Another thing that you should keep in mind is a new trend whereby your
entrance fee is priced based on your age. In other words, older people pay more.
I’ve seen this in operation at a few communities on the East coast, but it will
likely spread throughout the country as actuarial projections help retirement
communities estimate the cost of resident care. Therefore, LifeCare is going to
become more and more like long-term care insurance; the younger you are when
you buy it, the cheaper it is.
Right now, many communities that offer LifeCare offer it as a means of attracting
younger, wealthier clients. It is more of a lifestyle purchase than an investment,
especially in communities that offer only LifeCare products. If the economy
continues to weaken, communities that do not require residents to purchase
LifeCare contracts might have a hard time paying for the care of those who have
bought LifeCare.
Here’s an example to illustrate that problem: Let’s say that Best CCRC offers
optional LifeCare. Residents can buy LifeCare or they can buy a fee for service
(Type C) contract. In the past, LifeCare was much more popular. But, most
potential residents are having trouble selling their homes for enough to be able to
afford LifeCare. Thus, most people tend to forego the contract. However, those
who feel like they will have significant long-term care costs do decide to pay for
LifeCare. This is called “adverse selection.” (Cohen and Siegelman 2010)
Over time, most of these residents end up having high health costs. Since Best
CCRC didn’t increase their LifeCare fees when people started opting out, it has
to pick up the tab for care. If enough people need care, then Best CCRC is in
financial danger and might eventually have to file for bankruptcy.
In the insurance world, this is known as a “death spiral.” It’s much more
common in health insurance, and, to my knowledge, has not actually happened
in a CCRC. That’s a good thing. But, life spans are increasing, as are long-term
care costs.
If you’re in the market for a LifeCare contract and can’t decide between two
communities, pick the one that requires everyone to buy LifeCare. Also, make
sure that your have your financial advisor review the community’s Disclosure
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Statement and their financial statements. You want to make sure that you’re
moving into a community that is well capitalized and has ample savings in the
event of larger-than-anticipated costs.
Again, I’m not aware of any community that has had these issues. But, as
LifeCare begins resembling traditional long-term care insurance contracts, there
is more of a risk that LifeCare policies might not be honored if all residents who
purchased them end up needing care. Therefore, invest with the same caution as
you would if buying traditional long-term care insurance.

Parting Thoughts on LifeCare
First, some communities will advertise that they offer LifeCare when they really
only have multiple levels of care. Some communities offer only LifeCare
contracts. Others offer some mix of LifeCare and non-LifeCare contracts.
So, make sure that you have read and understand the resident contract before
you sign it.
Secondly, the LifeCare benefit only applies after you have made a permanent
move from independent living. In other words: you can’t live in assisted living
and still have the option of returning to independent living. LifeCare contracts
require that you surrender your apartment to new buyers before you receive the
benefit.
Third, LifeCare benefits vary for couples. The cost itself might be much higher,
since LifeCare is calculated on a per-person basis. Let’s say that your twobedroom apartment costs $200,000 without the LifeCare benefit. A couple might
have to pay an extra $60,000 for LifeCare since there are two people in the
apartment.
Additionally, the benefits vary based on your situation. For example, you and
your husband live in an independent living apartment. He has a stroke and
needs to move to assisted living on a permanent basis. Depending on the
contract, you may still be paying extra for his care. Or, you may have to move
into a smaller apartment. Again, make sure that you read the resident contract so
that you have a full understanding of the benefits and costs in these situations.
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Chapter 5: The Start-Up CCRC
If you live in any major city in America and are over the age of 65, it’s very likely
that you have received a fancy mailer advertising the newest, hottest thing in
senior housing. Assuming that you are open to moving into senior housing (or
perhaps just looking for a free lunch), you might be tempted to attend the
advertising event at a local hotel or conference center. During the event, you’ll be
wowed by professional images of the soon-to-be built community. A marketing
agent will try to get you on a waiting list or even collect a deposit.
But, wait a minute. Is it really a legitimate business? Is it safe to reserve an
apartment in a start-up CCRC when the community won’t even open for another
2-3 years?
In most cases, yes. But, first, let’s talk about how the whole thing works.

Preconstruction 101
Retirement communities, especially CCRCs aren’t born in a day. It takes several
years from the moment that a developer or an organization decides to build a
CCRC to the day the doors open. There are teams of experts that get together to
review every single detail of marketing, design, construction, and opening. It’s a
huge, involved process that costs hundreds of thousands of dollars.
As you might imagine, opening a CCRC is a big investment. Whether the
investor is a private company that is interested in making large returns or a
nonprofit that wants to give back to the community, the financials of the CCRC
must make sense.
How does the developer figure out if the financial projections make sense? He
estimates many seniors live in the local area and how much money they have to
spend on senior housing. That, in a nutshell, was my job. I would travel around
to different areas and use Census data to help me understand local seniors and
their incomes. Then I’d go look at local competitors and try to figure out how
much seniors were willing to pay and what sort of product they got in return.
My bosses would use that information to calculate what kind of construction the
community could afford and how many apartments we needed to build to make
the numbers work. As you might imagine, the more apartments you build, the
more amenities you can afford. But, the more apartments you build, the more
risk that there won’t be enough local seniors to fill up the community. It’s a
tradeoff.
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Once we had a rough idea of how many apartments we needed to build to be
successful, then the marketing began. In some parts of the country, it can be as
involved as conducting focus groups with potential residents and making
changes to services and apartments based on responses. In other markets, there
are luncheons, activities for people who have signed up for the priority list, and
“refer a friend” specials if future residents get their friends to join.
It all contributes to one goal: getting enough pre-sales to qualify for financing. In
other words, the start-up community has prove to a bank (or, more likely, a
number of banks) that it’s got what it takes to be a successful community. The
banks then pool together funds for a construction loan. (To my knowledge, no
community has ever been built using private money. They’re simply too massive
and expensive to be built without a loan.)
Once the community is financed, construction begins. About a year and a half
later, the first residents start moving in the door.

Priority and Pre-Sale Lists
The initial money that goes into marketing the community prior to financing is
not pocket change. For some communities in big cities, it can be up to $10 million
that is spent marketing to potential residents and preparing for construction.
Developers don’t take that sort of thing lightly.
You’ll usually see that the community has rented space in a local strip mall or
office building complex. They’ll pay an architect to create fancy drawings of
what the community will look like when it’s built. If there is enough money, the
marketing office might even have a full mock-up of the potential apartment built
inside the space.
Once this space is finished, the marketing push begins! Like it or not, your name
and address are probably on a list somewhere that belongs to a marketing firm.
You might find that you’re getting marketing phone calls all of a sudden. Or you
might be receiving stacks of ads for the community. If you’re really unlucky, you
might find that one of your so-called friends has added you to the marketing list
in hopes of getting some sort of referral discount on his/her apartment purchase.
Once you’re on the mailing or calling list, the goal is to get you into the
marketing office and convince you to reserve an apartment.
There are essentially two types of lists that retirement community marketing
offices keep: the priority list and the presale list.

30

The priority list is kept at the beginning of the presale phase. Its goal is to get
people excited about the new community and get as many names as possible
prior to risking any real financial capital. Most communities charge a $500
deposit to be on the priority list, and being on the list means that you get first
dibs on your unit of choice.
As the design and planning of the community moves forward, the marketing
staff eventually starts making calls to “convert” people from the priority list to
the presale list. This happens after the building design has been mostly finalized
and apartment numbers are available for reservation.
Priority list members are contacted via telephone or email and are asked to come
in to be placed on the presale list. The requirements for the presale list are
simple: sign the resident contract and bring in a check for 10% of the total cost of
the apartment. Once you do that, you can start picking cabinet finishes, carpet,
and paint color for your apartment. You’ll also be included in preconstruction
dinners, activities, and outings.

Marketing Start-Up CCRCs
If I haven’t been clear enough at this point, making presales in a start-up CCRC
is all that matters. If a new community doesn’t have enough presales, then the
whole project will crumble. Banks won’t touch it. Investors will turn up their
noses. Lots of money will be lost.
Thus, marketing agents at new communities are chosen because they can close
sales. Their job is to get your check for 10% of the cost of the apartment. So,
they’re going to do whatever it takes to get you to sign on the dotted line.
This isn’t necessarily a bad thing. Often, communities run discounts for the first
residents who sign up. They’ll have special sales on units that aren’t as popular.
They’ll even let you pick out special furniture or fixtures if you sign up before a
certain date.
Just keep in mind: if the investors are willing to offer you incentives to sign up,
they’re also willing to offer incentives to the sales people. While you might be
making the move of a lifetime when you put down your deposit, the sales person
might be making her big bonus check of the month.
If you’re ready to move into the community, this isn’t a problem. If you’re not
ready to make the move, then the pressure can be like a used car salesman at the
end of the month. They won’t harass you or threaten you, but they’re certainly
under a lot of pressure to make the sale. Use this to your advantage, and be
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ready to make a commitment if you like what you see. There can be advantages
to being the first buyer in a new community.

Escrow
Not every community makes it through the tumultuous waters of the presale
phase. Sometimes the planning isn’t quite right. Other times the marketing
officials are doing a poor job and not getting enough sales. Sometimes it’s just
bad luck, like CCRC presale campaigns that began in 2008, right as the economy
started to tank.
What happens then? If you were the first to put down a deposit, then you could
potentially lose everything, right? Not so fast.
State governments require that deposit money that is paid to a third party
escrow agent so that, in the event of a default by the community, you don’t lose
your money. Here’s how the state of Texas regulates escrow accounts (from the
Texas Administrative Code, Title 28, Part 1, Chapter 33, Subchapter E):
“When the provider receives a refundable reservation agreement deposit,
an entrance fee, or a portion of an entrance fee from a resident or
prospective resident, the funds shall be deposited in the entrance fee
escrow account. The provider shall give the resident or prospective
resident a written receipt for the funds. The provider shall then deliver a
copy of the receipt together with the funds to the escrow agent for deposit
within 72 hours of the provider's receipt. The written receipt given to the
resident or prospective resident for the funds shall include the
information that the provider must deposit the funds in the escrow
account within 72 hours of receipt, in addition to the name and address of
the escrow agent.
At any time upon the request of the resident or prospective resident, the
provider, or the commissioner, the escrow agent shall issue a statement
indicating the status of a resident or prospective resident's balance in the
entrance fee escrow account. The written receipt given to the resident shall
also include the following statement: ‘At your request, the escrow agent
must provide a statement indicating the status of your balance in the
entrance fee escrow account.’”
And here’s some more lengthy text from the same section of law:
“If a person who has contracted with a provider elects to rescind his or her
continuing care contract or if a person who has made a refundable
reservation agreement deposit requests the return of the reservation
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agreement deposit, the funds or property held in the entrance fee escrow
account, or released to the provider under §33.403 of this title (relating to
Release of Entrance Fees Escrow Account to Provider) must be refunded
in full within 30 days of request. This subsection does not apply to
periodic charges specified in the relevant continuing care contract and
which are applicable to the period in which the resident actually occupied
the living unit under the continuing care contract.
If an entrance fee escrow account is not released to the provider under
§33.403 of this title (relating to Release of Entrance Fees Escrow Account to
Provider), or deposited in the loan reserve fund escrow account under
§33.405 of this title (relating to Loan Reserve Fund Escrow Accounts)
within 36 months from the date on which the provider received any
portion of the funds, the escrow agent shall return the funds to the
resident or prospective resident. This subsection does not apply if a longer
time is specified in the provider's Disclosure Statement delivered to the
resident or prospective resident with the continuing care contract or
reservation agreement under which the funds were paid.”
That’s a pretty dense set of legalese. But, I’ve read through my share of escrow
regulations. They’re fairly standard across states, so you shouldn’t see the
procedure deviate too much. Here’s what you need to know, in layman’s terms:
They have to put your money in escrow and give you a receipt.
The escrow agent has to tell you the balance of the account if you ask.
If you want your money back, they have to give it to you within 30 days.
If the community isn’t built within three years, you get your money back
automatically (assuming the community didn’t put it in writing that it will
take longer than that).
Oh, and by the way, you don’t get interest on the deposit while it’s in escrow. I
know. It’s a bummer, but interest rates are pretty low these days anyway. At
least you have some peace of mind knowing that your money isn’t at risk during
the long presale process.
Escrow laws vary by state. Marketing agents are required to give you
information about escrow accounts in states that require escrow, so be sure to
review the agreement prior to signing.

Benefits and Drawbacks of Start-Up CCRCs
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The benefits of moving into a new CCRC lie mainly in quality of life. It’s a new
community, and, on average, residents will be younger and more vibrant. Along
with the thrill of moving into a completely new building, expect lots of social
events and activities.
Unfortunately, a new community is sometimes riskier than an existing
community. Charles Prine, a resident who lost his entrance fee when his start-up
CCRC went bankrupt (you’ll meet him in Chapter 14), put it this way:
“One of the problems with all of these facilities is they may look good
theoretically on paper, but this is a kind of business where if you get
behind in the flow of income from new people coming in, if a place is slow
to rent up, it starts to lose ground immediately. The taxes don’t stop. The
monthly bond payments don’t stop.” (Prine 2010)
Since existing communities are usually already full of residents, they generally
aren’t under quite the same amount of financial pressure as new communities.
New communities, like the one into which Mr. Prine moved, must have a certain
number of residents move in each month in order to stay profitable. Not meeting
that goal can cause significant financial distress. Additionally, existing
communities have usually paid down their construction debt, meaning that
financial shocks such as low occupancy, might not be as damaging.
(I’m not saying that this law holds true across all communities. There are plenty
of existing communities that don’t do a good job of managing their campus and
end up in bankruptcy court. However, the risk that the campus doesn’t fill up on
schedule is higher in a community that is not yet full.)
The other main disadvantage of selecting a new CCRC is the length of your wait
to move in. You could, theoretically, move into an existing community on the
same day that you visit the campus for the first time. In contrast, CCRCs might
take three to four years to open their doors. If you weren’t in great health when
you put your name on the waiting list, you might not be healthy enough to be
able to move into the new campus by the time it opens.
This means that start-up CCRCs are great for younger seniors who can expect a
decade or more of good health.
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Chapter 6: Legal Stuff You Should Know
This is a pretty important chapter. It provides the essence of what you need to
understand about your move into senior housing. I am not a lawyer and this
does not represent legal advice. I’m writing purely from my experiences in
designing and pricing these contracts. Have your lawyer review any contracts
that you receive from a retirement community.
Since moving into a CCRC is technically a legal agreement between you and the
community and because you are investing what is likely a substantial portion of
your life savings, knowing the in’s and out’s of the agreement is your best bet to
ensuring your future happiness at the community. Unfortunately, communities
have somewhat complicated documents:
“The trend has been to greatly expand the level and detail of disclosure
given to residents and prospective residents. This has led to lengthy and
detailed contracts that, in turn, have sometimes led to confusion by some
consumers in fully understanding the various financial requirements and
obligations of the CCRC. While financial disclosure regulations vary by
state, most require disclosure of key contract and financial terms; others
have more comprehensive regulations related to the sales process, reserve
requirements, and changes in fees.” (Leading Age; American Seniors
Housing Association 2010)
While it’s definitely a pain to read through all of the documents and stipulations,
sticking with it can help you understand your rights and guarantees as a resident
of the community. It will also prevent unnecessary surprises after you move in!

Resident Agreement
The Resident Agreement is always given to potential residents prior to the day of
signing so that the resident can review the contract and talk it over with an
attorney if desired. It’s usually signed prior to the move-in day, although some
communities vary their requirements.
The contract is long. I’ve seen some that were up to 40 pages. But, it’s worth the
read. State regulations regarding resident contracts vary, so your contract will
likely differ substantially depending on where you make your move. However,
retirement communities generally encounter the same sorts of obstacles in dayto-day operations, so here’s what to expect inside your contract:
Basic information about the contract. There will be a paragraph or two at the
top of the contract where it sets out, in clear terms, the names of the residents in
the apartment and the prices they are paying (monthly and entrance fees).
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Return of refundable portion of entrance fee is usually clearly highlighted just so
that there is no confusion in the future.
There is also a section that describes the community, how many apartments it
has at each level of care, and what sorts of services are offered in each part of the
campus.
Description of the apartment or cottage. The contract will describe in detail
what to expect from your new apartment and how many modifications like
painting, remodeling, etc. you can make and still stay within the scope of the
Resident Agreement.
Description of the agreement. The terms of your entrance fee refund will be
listed in detail. If you chose a declining refund plan, this section will give you a
mathematical formula for exactly how much the refund declines per month. If
you have a set refund, the refund will likely be written into the contract so that
everyone is clear about the dollar amount. There will also be a section that
explains that you are not actually buying the unit. Instead, you have a lifetime
right to use the apartment and the common spaces in the facility.
How to cancel the contract. If you get buyer’s remorse, you usually have a few
days in which you can cancel the contract and get a refund of almost all of your
fees. The contract can also be canceled due to death or permanent injury to the
resident prior to occupying the apartment. After occupying the apartment, there
are only two ways to qualify for a refund: die or move out.
Description of procedures related to return of refund. Pay close attention to this
section. In my opinion, it’s one of the the most important section to understand.
The contract will specify, in detail, exactly what has to happen for you or your
estate to receive the refundable portion of your entrance fee. For most
communities, there is a condition that the unit must be resold for you to get your
refund. In some communities, if it doesn’t sell within a specific period of time
(say, 12 or 18 months), then the community will refund the balance. In other
communities, you could wait years for the apartment to be sold and still not get
any refund check. The optimal solution would be for you or your estate to be
guaranteed the refund within 90 days of you either dying or moving out.
I have also noticed that some contracts stipulate that the independent living
apartment and the unit that was last occupied by the resident must be
reoccupied with new residents prior to the refund of the contract. This can make
it even tougher to get a refund! So, pay attention to this section.
Procedures by which fees are increased. If they’re going to raise monthly rates,
they have to give you some notice. This often takes the form of a mailer to all
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residents who are subject to a rate increase. The community might also have
some restrictions placed on how much it can increase rates on an annual basis. If
this is the case, the contract will state so.
List of which included and extra services. You’ll want to know and understand
which services are included as part of your monthly rent and which are not. For
instance, biweekly housekeeping might be included, but additional maid service
is extra.
Marriage or divorce implications. As you can imagine, some CCRC residents do
get married or divorced during their time in residence. Therefore, resident
contracts include terms related to the change in occupancy status in the
apartment. For instance, if you are married and move into the community, you
likely paid a larger entrance fee. If you get divorced and your former spouse
moves out of the community, you now have a problem. How does the
community handle the entrance fee refund?
Most communities have clearly articulated procedures for crediting entrance fees
based on this sort of thing, but they vary depending on the community’s fee
structure.
Other potential complications included in this section are:
Residents moving to smaller apartments (you usually get a refund of the
difference in entrance fees, minus the cost of cleaning the apartments),
Single residents getting married or sharing an apartment (you usually pay
the entrance fee for the apartment and then share a monthly fee that is
adjusted to include additional fees for the second person),
Permanent transfer of one resident to nursing or assisted living
(independent living monthly fees are usually adjusted down by a small
amount), and
Death of one resident (monthly fees are adjusted down, and entrance fee
is held until the death of the second resident).
Again, these are generalities. Check your particular contract to make sure that
you understand all of the rules regarding cohabitation in your apartment.
ly resident transfer. Of all the items related to CCRCs that end up in the news,
resident transfers is probably the most popular. It usually goes something like
this: Mary Smith, a widow in her early 80’s, sued the community after being
forcibly transferred to assisted living.
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The story always tugs at the heartstrings because we sympathize with Mary,
who, despite her health problems, just wanted to live out the remainder of her
days in her independent living apartment. The evil retirement community
wanted to resell her unit, so the community’s management committee got
together and booted her to assisted living.
It’s enough to make even the most ardent believer in senior housing want to stay
at home. That’s why CCRCs stick to a procedure by which residents are
permanently transferred to assisted living or nursing. It’s often done by
committee so that no one person on the management team can be blamed, and
there’s generally a decent amount of documentation done in order to ensure that
no one gets transferred without due process.
However, being permanently transferred is a traumatic experience, especially
since there is usually a health scare associated with the transfer. Therefore, this
section is particularly important for residents to know and understand.
Inability to pay. Since the community is taking a large financial risk by allowing
residents to move in for the rest of their lives, it is in the community’s best
interest to create meaningful policies regarding residents who run out of money
during their residency. The most common means of dealing with bankrupt
residents is to move residents to the smallest apartment available on campus.
Then the community will begin subtracting monthly fees from the entrance fee
refund. If these fees are exhausted and the refund declines to 0%, then the
community can rely on a resident distress fund to pay the remainder of the
balance, forgive all monthly fees, or ask the resident to leave the campus.
As you can imagine, communities don’t want to ask residents to leave. Therefore,
most communities have stringent requirements regarding resident asset and
income requirements prior to move-in. You can’t move into a community unless
you have enough money to cover you for the rest of your life. But, in the unlikely
event that you run out of money, you should know and understand the
ramifications.
Also, remember that these policies vary widely between communities, so it’s
important to read the contract to see how your particular community handles
resident insolvency.
Contract termination. Both you and the community have the ability to cancel the
contract at any time given sufficient notice. Additionally, the community can
cancel the agreement if it deems that you are a risk to the community and to
other residents. (The same rules apply to refund of entrance fees that were
mentioned above, so don’t expect your refund any time soon.)
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Disagreement. Most contracts usually end with some sort of legalese regarding
disagreements between management and the resident. It varies depending on the
community and the local laws.
Debt subordination. Many communities have actually written into their
contracts that residents are subordinate to other debt that the community may
have. In other words, you are the last one to get paid if the community has to be
sold. I am strongly opposed to this sort of language, and not all states allow it
(Oregon is one that requires residents be first creditors). However, it’s currently
the industry norm, and you should be aware that this clause exists. We’ll be
talking about this issue again later in the book.
Again, CCRC regulations vary widely between states. Even communities within
the same state can have wildly different contracts. No two contracts will be
exactly alike, so be sure that you read every line before you make anything final.
Many states require a disclaimer on the front of the contract that encourages you
to get a lawyer before signing. I would encourage you to do the same thing.
Moving into a CCRC is a huge commitment, both legally and financially. Spend
the extra money to make sure that you sign something that’s in your best
interest.

Disclosure Statements
When you begin seriously considering moving into a CCRC, the marketing agent
should give you a copy of the community’s Disclosure Statement. Disclosure
Statements are also available from state departments of insurance. You can file
an open records request to receive a copy of the Disclosure Statement. However,
communities provide these free of charge as well, so don’t hesitate to ask during
your visit.
Most states stipulate that Disclosure Statements be written in “plain English.”
CCRCs are required to provide prospective residents with a copy of the
community’s Disclosure Statement prior to signing the resident contract.
Additionally, residents should receive an updated copy of the Disclosure
Statement on an annual basis.
Here are some of the things you’ll find in a typical Disclosure Statement:
Name of business and address
Name of owners and/or trustees
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Manager information: Some communities are managed by separate
management companies, which are listed in the Disclosure Statement.
This is relatively common and not a particular cause for alarm.
Description of services provided: The section will list housing, services,
and other activities for which the community charges a fee.
Affiliation, if any: If the community is affiliated with a church or other
organization, the affiliation will be listed.
Description of laws governing the community: The community is
regulated by state and federal governing bodies, which will be listed here.
Financial statements: Audited financial statements for the last year or
more are required.
Description of resident fees: How does the community charge residents?
What are the monthly fee and entrance fee requirements?
Reserve funding provisions: Most states require that CCRCs keep extra
money on hand in either a trust or an escrow account so that it can pay
residents and their families the entrance fee refunds. This section will
include a description of extra funding on hand.
Description of long-term financing: If the community has borrowed
money for construction or other projects, the terms of the note and the
payment amounts will be listed.
It’s difficult (if not impossible!) for someone who has never been exposed to
finance or accounting to review a community’s Disclosure Statement and be able
to draw any good conclusions. Asking your financial advisor or accountant to
review the documents is definitely a good idea. Additionally, keeping an eye on
the annual Disclosure Statement after you move into the community can help
you understand ongoing operations and financial stability.

Resident Bill of Rights
Nursing and assisted living residents, due to their heightened vulnerability,
often have state-mandated rights. However, the same consideration has not been
applied to most independent living residents. Not all states have a bill of rights
included in their CCRC regulations. Most resident contracts have a small, but
limited, section on resident rights.
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Florida, however, has a large and active senior population. This means that state
legislators were happy to pass a law requiring CCRCs to abide by a resident bill
of rights. Here is a copy of the legally-required rights for CCRC residents in
Florida:
No resident of any facility shall be deprived of any civil or legal rights,
benefits, or privileges guaranteed by law, by the State Constitution, or by
the United States Constitution solely by reason of status as a resident of a
facility. Each resident of a facility has the right to:
Live in a safe and decent living environment, free from abuse and
neglect.
Be treated with consideration and respect and with due recognition
of personal dignity, individuality, and the need for privacy.
Unrestricted private communication, including receiving and
sending unopened correspondence. This includes the right to
receive memos or announcements from or approved for
distribution by the residents’ council.
Freedom to participate in and benefit from community services and
activities and to achieve the highest possible level of independence,
autonomy, and interaction within the community.
Exercise civil and religious liberties. No religious beliefs or practices, and
no requirement of attendance at religious services, may be imposed upon
any resident.
Present grievances and recommend changes in policies, procedures, and
services to the staff of the facility, governing officials, or any other person
without restraint, interference, coercion, discrimination, or reprisal. This
right includes access to ombudsman volunteers and advocates and the
right to be a member of, and active in, and to associate with, advocacy or
special interest groups or associations.
Freedom from governmental intrusion into the private life of the resident,
as provided in s. 23, Art. I of the State Constitution.
The provider shall provide a copy of the bill of rights provided by
subsection (1) to each resident at or before the resident’s admission to the
facility.
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Any violation of the residents’ rights set forth in subsection (1) constitutes
grounds for disciplinary action by the office under ss. 651.106 and 651.108.
Any person who submits or reports a complaint concerning a suspected
violation of a resident’s rights or concerning services or conditions in a
facility or who testifies in any administrative or judicial proceeding
arising from such complaint is immune from any civil or criminal liability
therefor, unless such person has acted in bad faith or with malicious
purpose or if the court finds that there was a complete absence of a
justiciable issue of either law or fact raised by the losing party.
The provider may not restrict a resident’s access to the residents’ council.
This section does not supersede any bill of rights provided by law for
residents of nursing homes or assisted living facilities.
For comparison, here are the California CCRC resident rights, as written in the
Health and Safety Code Section 1771.78:
All residents in residential living units shall have all of the following rights:
To live in an attractive, safe, and well maintained physical environment.
To live in an environment that enhances personal dignity, maintains
independence, and encourages self-determination.
To participate in activities that meet individual physical, intellectual,
social, and spiritual needs.
To expect effective channels of communication between residents and
staff, and between residents and the administration or provider's
governing body.
To receive a clear and complete written contract that establishes the
mutual rights and obligations of the resident and the continuing care
retirement community.
To maintain and establish ties to the local community.
To organize and participate freely in the operation of resident
associations.
As more and more Americans become old enough to move into senior housing,
communities will likely begin to feel more pressure to include a resident bill of
rights in their contracts. However, at present, these provisions are limited. You’ll
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want to ask the community what rights are granted to residents and check that
the resident contract reflects the same.

Caveats
Not all states have the same laws governing CCRC regulations. You’ll want to
familiarize yourself with your local laws in order to fully understand the
implications of your move. You can do this by asking your financial advisor or
estate planner to track down the regulations. Or, if you get a wild hair, you can
go dig up the regulations yourself. If you do that, let me give a few pieces of
advice:
-

Always start with the state’s rules and regulations page, especially within
the department of insurance. Some states that have CCRC regulations
have them through the insurance office, meaning that all regulations
related to CCRCs will be in that section. Other states have departments of
aging or health services. You might have to dig around a little.

-

If you can’t find anything and decide to call the state to ask questions,
you’ll probably speak to someone who doesn’t know what a CCRC is.
They will say something to the effect of, “I’m sorry. We don’t do that
here.” The best bet is just to hang up and dial a different number.
Eventually you’ll get someone who knows what they are talking about.
When you do, get their name and number so that you can call them back if
you have more questions.

-

See if there is an ombudsman in your state. It’s likely that there is, and you
can often call that number to ask questions that might point you in the
right direction.

Additionally, all states are required to comply with open records requests. In
researching this book, I made several requests for information. If you’re doing
specific research on a community, I would start with asking for historical copies
of Disclosure Statements and resident contracts. Then I’d see if there were any
disciplinary actions against the community and ask for copies of paperwork
related to those issues. You might be interested in seeing financial feasibility
studies related to the community and its financial viability, which, if required,
are also submitted to the state. Be warned, however, that there can be a charge
for these services. You might end up having to pay for copies if these things are
not available electronically.
Additionally, most states still have relatively easy to understand regulations. If
you succeed in finding the applicable sections of code, it should be relatively
easy to figure out what sorts of rights and responsibilities you have under state
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legislation. There are some sections related to release of entrance fee funds that
can get confusing, but, in general, state CCRC licensing departments have
someone on staff who can explain the technicalities to you and help make sense
of how these regulations impact potential CCRC residents.
Keep in mind that you might also be living in a state that has no CCRC
regulations. In this case, your residency agreement may vary widely from one
community to another. Some states, including Alabama, Alaska, Hawaii,
Mississippi, Montana, Nebraska, Nevada, North Dakota, Ohio, Utah, West
Virginia, and Wyoming don’t have any formal CCRC regulations.
As a side note, I should mention that states also have rather stringent rules
related to assisted living, residential care, memory care, and nursing. These
regulations vary widely from state to state and make a huge impact on the way
that care is delivered. If you are a caregiver, it’s to your benefit to have read these
regulations, especially if your local facilities seem to be providing less than
optimal care. You can find them online, often by searching through state health
department laws.

Tax Deductions for CCRC Entrance Fees
Finally, a word about taxes. I am not an accountant. You’re going to have to talk
to your accountant to get the in’s and out’s of the specific application of tax law.
Occasionally, marketing agents at retirement communities will pitch the entrance
fee as a potential tax deduction. The deduction is a medical expenses deduction
of sorts and applies if you utilize part of your entrance fee for medical expenses
in the first year that you’re in the community. The deductibility hinges on all
sorts of things including your income, your health when you move in, the
amount spent on your entrance fee, and how much of that amount goes to your
health care. It’s very complicated. So go talk to your accountant if you’re
wondering how much you can save on your taxes.
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Chapter 7: Financial Analysis of Retirement Communities
Another big question that everybody likes to ask me is how to analyze the
financial health of a CCRC. It’s foremost on everybody’s mind because they
want to be able to use a magical formula to decode the future performance of the
community. Unfortunately, that’s not always easy to do.
While I highly recommend that you go through this process with your financial
planner, many of my readers insist on learning about the financial analysis of
retirement communities so that they may do it on their own. So, I’ve included
this chapter in order to help highlight some things that are important when
reviewing the financial health of a CCRC.
Financial Ratios
Basic financial ratios are simple enough to calculate. If you have time and the
inclination, you can easily find all of the information that you need in the
financial section of the CCRCs Disclosure Statement.
The most commonly used financial ratios are described below:
Operating margin: Operating margin is a basic measure of a community’s
profitability from its daily operations. As one might expect, a positive operating
margin suggests that the community is profitable (outside of its debt payments).
Non-operating expenses can always cause the community to operate in the red,
so keep those in mind as well. The operating margin should always be positive,
and an operating margin above 5% to 10% is even better.
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑀𝑎𝑟𝑔𝑖𝑛 = (

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑅𝑒𝑣𝑒𝑛𝑢𝑒 – 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠
)
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠

Current ratio: The current ratio measures the community's short-term liquidity.
In other words, how much cash does the community have on hand compared to
how many bills it needs to pay? The higher the ratio, the better, since it suggests
that there's more cash available. The current ratio should be greater than 1.
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑅𝑎𝑡𝑖𝑜 =

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑠𝑠𝑒𝑡𝑠
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

Debt to assets: The debt ratio measures how large the community's debts are
compared to its total assets. The higher the ratio, the more debt the community
holds. Therefore, the lower the ratio, the better. Debt to assets should be less than
50% if possible.
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𝐷𝑒𝑏𝑡 𝑡𝑜 𝐴𝑠𝑠𝑒𝑡𝑠 =

𝑇𝑜𝑡𝑎𝑙 𝐷𝑒𝑏𝑡
𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠

Debt service coverage ratio: We want to know how well the community is able
to handle its debt payments. The debt service coverage ratio tells us how much
income the community has compared to debt payments. It's a little like asking
how much someone makes in a month compared to how much they have to pay
on their mortgage and credit card bills. The higher the number, the better. The
debt service coverage ratio should be higher than 1.2.
𝐷𝑒𝑏𝑡 𝑆𝑒𝑟𝑣𝑖𝑐𝑒 𝐶𝑜𝑣𝑒𝑟𝑎𝑔𝑒 𝑅𝑎𝑡𝑖𝑜 =

(𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒 + 𝐴𝑚𝑜𝑟𝑡𝑖𝑧𝑎𝑡𝑖𝑜𝑛 + 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 + 𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝐸𝑥𝑝𝑒𝑛𝑠𝑒
𝐴𝑛𝑛𝑢𝑎𝑙 𝐷𝑒𝑏𝑡 𝑃𝑎𝑦𝑚𝑒𝑛𝑡𝑠

It’s relatively rare to see a CCRC that has stellar ratios in all of these areas. You
generally see some deficiencies for every community. For instance, perhaps the
debt to assets ratio is low (good) but the operating margin is slightly negative
(bad). Do you move in? That’s the problem with using financial ratios as your goto metric. It’s not that simple. In the above example, I’d suggest taking a look at
why the operating ratio is negative. Was it a fluke? Is it part of a larger trend?
Ultimately, financial ratios paint a picture of the underlying health of the
community. Use them as a roadmap to ask management questions about the
financial health of the community.
Beyond Financial Ratios
In addition to the common financial ratios, financial statements can tell you a lot
about how the community is run. Here are a few other things to consider when
reading through them:
-

Does the community have an endowment? Nonprofit CCRCs often have
an endowment to help lower the entrance and monthly fees for residents.
Take a look at how big the endowment is compared to the payouts the
endowment makes to the community. While it’s ok for a community to
use its endowment to lower resident fees, it’s not ok for the endowment to
keep the community solvent. Make sure you check how the endowment
funds are being utilized.

-

How many other communities are affiliated with the parent company?
CCRCs are often part of a larger affiliation of communities, and, as such,
share some of their annual income with the parent organization. Check
the financials for signs of cross-subsidization of communities (where one
community in the organization is propping up the others). You might
also look for specific language related to whether or not the parent
organization allows this type of financing.
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-

Does the community have any outstanding litigation or upcoming
projects? Any major issues, be they good or bad, should be in the
Disclosure Statement. Take note of them, and make sure your client
understands why the community is engaged in these activities.

Additionally, the resident contract is a wealth of information about daily life at
the community. It covers important things like when the community can require
a resident to move into assisted living or nursing, how the entrance fee refund is
processed, what services are covered by the monthly fee, and what services are
covered by LifeCare, if any.
For new communities, pay attention to the number of move-ins. Most new
communities have an offering memorandum that is part of their bond financing.
Municipal bond offerings are sometimes available at Munios.com. It’s free to
make an account and view reports. If you can get ahold of a copy, look in the
financial feasibility addendum for more information related to the anticipated
move-in schedule. Communities that are falling far behind on getting seniors to
move-in are usually headed for trouble.
The other option is, of course, just asking the community how many vacant units
it has. While the marketing office may not disclose the information, a fully
occupied community will eagerly tell you about the length of their waiting list or
that they only have one or two apartments available.
Another way around this is to request a viewing of multiple apartments. In
other words, saying something like, “Do you have any more one bedrooms with
different views?” is an easy, less confrontational way of asking, “How many
vacant apartments do you have?”
For existing communities, take a look at occupancy. One metric that I really
wish communities would include in their financial statements is occupancy.
(Some states require occupancy information, but it’s far from the norm.)
Occupancy will tell you a number of things about a community. An existing
community that is less than 85% occupied is a red flag. Especially during good
economic times, it’s easier to keep apartments full, and you should ask a lot of
questions of a community that doesn’t have all of its independent living units
full.
Take a look at the net deficit. The net deficit is a measure of how far “in the
hole” the community is. You can find it on the changes in net assets page of the
financial statements. If the community has an operating loss, the operating loss
carries over into the changes in net assets, which ultimately, impacts net assets or
the net deficit (depending on whether or not the community is profitable).
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If you see a large net deficit (on the order of $20 to $50 million), you should
definitely ask some serious questions prior to moving in. In my experience, most
of the communities that have failed have done so when their net deficit was over
30 or 40% of net assets. For example, Covenant as South Hills went bankrupt
with a net deficit of $27 million, which was 55% of its net assets at the time.
It’s normal for a startup community to run a net deficit since it is using debt to
help keep the operation afloat during the fill-up period. But, on a long-term
basis, that sort of activity is not sustainable.
Analysis of the entire local market is a beast.
I recently did a presentation to some financial planners on the subject of the
finances of CCRCs. They wanted to know whether or not CCRCs in their local
area were viable long-term investments for their clients. So, I did an open records
request with the state and got copies of all of the latest disclosure statements.
There were about 18 licensed CCRCs in the state (based on a list of CCRCs that I
found online), and, of those, only 12 had documents on file with the state. Of the
12 documents that I received as part of my request, only six had financial
statements that were complete enough for me to use. One community had
literally only submitted odd numbered pages to the state (presumably their
computer only scanned one side of the document prior to submission), and yet,
the state had cleared them for the upcoming year.
My open records request cost about $70. (For potential residents, it’s much easier
to get Disclosure Statements directly from the marketing offices!) Then I waited a
few weeks for my data to arrive. Then I had to download the files and review
them for completeness. Of course, none of them are in a standard format, so I
spent a long time typing numbers into a spreadsheet to get them into the same
format for analysis.
Once I did that, I had just a handful of communities to compare.
All in all, it took me about a week of solid work to get a good look at the local
market for CCRCs in this city. For seniors who don’t do this as a day job, I’m not
sure that it’s worth the effort. But, I did learn a few things that I can share with
you now.
Startups can look relatively risky. As part of my presentation, I created a chart
of historical financial ratios for various communities around the United States.
I’ve anonymized them so that I don’t get any angry emails from the
management, but you’ll get the idea pretty quickly.
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As you read down the chart, you’ll see that by the time you get to Community
10, things are looking pretty bad.
Table 2: CCRC Financial Ratios (Sorted by Operating Margin)

Acceptable
Ranges
Community 1
Community 2
Community 3
Community 4
Community 5
Community 6
Community 7
Community 8
Community 9
Community 10

Current
Ratio
>1
4.38
1.61
3.21
1.77
1.56
2.13
0.04
1.25
3.45
3.03

Operating
Margin
>0, but 5-10% is
better
10.95%
6.59%
6.64%
3.74%
2.21%
-0.23%
-5.60%
-8.02%
-17.35%
-63.49%

Debt to
Assets
<50%

Debt Service
Coverage
1.2 or higher

42%
4%
35%
49%
46%
91%
0%
66%
76%
64%

0.60
17.84
0.41
0.18
0.12
-0.07
-0.10
-0.77
-0.68
-0.87

But, of the communities listed in the table, only two have declared bankruptcy:
Community 7 and Community 9. Community 6 and Community 10 are both
start-up CCRCs, and thus have really bad financial performance whilst filling up
their campus. Community 8 is an existing CCRC that just finished a major
remodel of its campus. It too has what appears to be really poor financial
performance but is actually related to filling up the new tower they built next to
their old apartment homes.
While I can’t guarantee that Communities 6, 8, and 10 won’t go bankrupt, I can
also tell you that often times, they do pull through tough financial situations. So,
the lesson here is that financial ratios only tell you a piece of the story.
Virtually all communities have debt. There was only one community that I
found that had no debt, and by the time I gave my presentation to the financial
planners, it had closed a $60 million bond offering so that it could redevelop its
campus. Thus, even communities that have no debt are likely in the process of
securing credit so that they can begin the next round of renovation. Keep this in
mind when reviewing financial ratios.
Google is your friend. For communities that had what appeared to be marginal
financial ratios, I did a lot of research online to see what they were doing to
improve their financial standing. For instance, the community that had the worst
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financial performance in my study had also just finished renegotiating the terms
of its debt. Will that be enough to avoid bigger problems? Only time will tell.
Again…
Do not treat financial ratios as if they hold the key to all of your senior housing
questions. Just as a doctor would not decide how to treat you if he only knew
your blood pressure and cholesterol levels, you cannot rely on financial ratios for
your final decision regarding senior housing. Also, talk to an expert before you
make any concrete decisions. If nothing else, it’s good to get a third party
opinion.
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Chapter 8: Getting Ready to Move
So you’ve decided that you like the idea of senior housing. You’re ready to start
the process of finding the perfect community. Where to begin? Since the
contracts and pricing for CCRCs are many and complex, I’d recommend starting
with your financial and estate plan. The benefits of this are many:
Understanding your financial situation will help you understand which
senior housing options are right for you.
You’re going to have to submit paperwork to the community to prove
your financial standing; you might as well prepare it prior to your visits.
You’re also going to have to submit legal papers like your power of
attorney and any end-of-life requests.
It’s easy to be overwhelmed by the process, but having these things on hand
prior to your move can help expedite the process.

Understand your Living Expenses
I’ve seen a lot of senior housing sales pitches, and there’s one form that I see
consistently. It is literally inside every packet handed to potential residents. Sales
people use it to convince potential residents that it’s cheaper to live in senior
housing. If you go into any community that’s got a professional marketing agent,
expect to see this puppy.
The form looks like this:
Table 3: Living Expenses Calculation
Type of Expense
Mortgage
Taxes
Utilities/Trash
Lawn/Pool Care
Maintenance
Meals
Housekeeping
Activities
Total Expenses

Amount
$_______ per month
$_______ per year
$_______ per month
$_______ per month
$_______ per year
$_______ per month
$_______ per month
$_______ per month

Adjustment
Divide by 12
Divide by 12

Total
$____ per month
$____ per month
$____ per month
$____ per month
$____ per month
$____ per month
$____ per month
$____ per month
$____ per month

It’s pretty simple: How much do you spend each month on living expenses? Why
do CCRCs ask you to fill this out? Because it’s likely that living in their
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community might just be cheaper (at least on a monthly basis) than living on
your own.
Let’s see why. Assume that Mary is considering moving to a CCRC. She has
already paid off her mortgage, but she still has to pay for a lawn crew to mow
her grass, for a repairman to come fix things as they break, and for a housekeeper
to clean. The total comes to about $1,700 a month.
The community might cost about the same amount per month, but it offers
activities, multiple dining options, free local transportation to the grocery store
and local mall, on-site maintenance crews, and on-site fitness facilities. If we
factor in the cost of all of these services, Mary gets much more “value” than the
$1,700 buys her when living at home.
The community can offer all of these things for “free” with Mary’s monthly fee
because the cost is spread out over so many residents. If living at home, Mary
would have to pay for each of these things herself, but the community can
provide these services for much cheaper and therefore bundles them all into the
monthly fees.
Table 4: Monthly Living Expenses Example
Type of Expense
Amount
Adjustment
Mortgage
$0 per month
Taxes
$6,000 per year
Divide by 12
Utilities/Trash
$200 per month
Lawn/Pool Care
$150 per month
Maintenance
$1,200 per year
Divide by 12
Meals
$600 per month
Housekeeping
$50 per month
Activities
$100 per month
Total Monthly Expenses (Living at Home)

Total
$0 per month
$500 per month
$200 per month
$150 per month
$100 per month
$600 per month
$50 per month
$100 per month
$1,700 per month

Is it cheaper to live at home?
This is probably one of the questions that I hear most from seniors and their
advisors, and for good reason. Who wants to move into a CCRC and see their
hard-earned cash disappearing every month on exorbitant fees?
Like most things in life, I’m not sure that it’s the best idea to make a decision that
is 100% based on the financial implications. There are other aspects to consider
like quality of life, socialization, and the logistics of staying at home. However,
many of my readers are astute consumers of financial publications. So, I decided
to add in a detailed calculation for the second edition of my book. Your situation
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will be different from this hypothetical one, so be sure to ask your financial
advisor to give you a better, more personalized take on what I’m about to do.
The tables in this section of the book are pretty small, so if you want to download
a PDF that’s got the images in larger format, you download them here:
http://www.seniorhousingmove.com/wpcontent/uploads/2015/03/LargerCharts.pdf
Ok. Let’s get started.
First, let’s start with the assumptions. We’re going to continue with Mary, whom
we met in the last section. In the Mary’s case, I have assumed the following:
-

-

Mary’s house and the entrance fee are both $350,000. (While some people
might want to downsize, the analysis works better when the value of the
entrance fee and the person’s home are the same. One can always go back
and redo the numbers to assume different fees.)
A $30,000 additional LifeCare payment (bringing the CCRC cost to
$380,000 up front).
A 90% refundable contract for the CCRC that does not include the
LifeCare premium (Therefore, a refund of $315,000 upon death.)
An independent living monthly fee of $2,600. An ongoing living at home
expense of $1,700.
Inflation, discount rates and home value appreciation of 3%, 8%, and 4%,
respectively. (We’ll be playing with these numbers later in the analysis.)
Mary will live another 11 years (with 3 years of assisted living and 1 year
in the nursing home).
Current annual assisted living, memory care, and nursing costs of $50,000,
$65,000, and $80,000, respectively (adjusted for inflation in the
calculations).

Now, let’s talk about monthly costs. I assumed that Mary has already paid off
her mortgage. Her monthly expenses are those described above and amount to
$1,700. This is obviously way less than that CCRC charges for their monthly fee
($2,600 in our analysis). It appears as if living at home is already winning.
But, for the sake of discussion, let’s charge onward and see how it all plays out.
First, I constructed an expense projection (again, you can see a bigger image by
downloading the PDF from my website):
Figure 3: Mary’s Projected Senior Housing Expenses
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Elapsed Time
Age

Year
Living in a CCRC
LifeCare
Independent Living Monthly Fees
Assisted Living
Memory Care
Nursing
Total Expenses
Net Present Value of Expenses
Living at Home
Home Sale
Monthly Household Expenses
Assisted Living
Memory Care
Nursing
Total Expenses
Net Present Value of Expenses

0
70

1
71

2
72

3
73

4
74

5
75

6
76

7
77

8
78

9
79

10
80

11
81

12
82

2015

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

2026

2027

$30,000

$30,000
$146,719

$0
$82,155

$0
$31,200
$0
$0
$0
$31,200

$0
$32,136
$0
$0
$0
$32,136

$0
$33,100
$0
$0
$0
$33,100

$0
$34,093
$0
$0
$0
$34,093

$0
$35,116
$0
$0
$0
$35,116

$0
$36,169
$0
$0
$0
$36,169

$0
$37,254
$0
$0
$0
$37,254

$0
$38,372
$0
$0
$0
$38,372

$0
$39,523
$0
$0
$0
$39,523

$0
$40,709
$0
$0
$0
$40,709

$0
$41,930
$0
$0
$0
$41,930

($315,000)
$0
$0
$0
$0
($315,000)

$0
$20,400
$0
$0
$0
$20,400

$0
$21,012
$0
$0
$0
$21,012

$0
$21,642
$0
$0
$0
$21,642

$0
$22,292
$0
$0
$0
$22,292

$0
$22,960
$0
$0
$0
$22,960

$0
$23,649
$0
$0
$0
$23,649

$0
$24,359
$0
$0
$0
$24,359

$0
$25,089
$63,339
$0
$0
$88,428

$0
$25,842
$65,239
$0
$0
$91,081

$0
$26,617
$67,196
$0
$0
$93,813

$0
$27,416
$0
$0
$110,739
$138,155

($560,361)
$0
$0
$0
$0
($560,361)

Since you probably can’t see that, let me break it down for you:
Mary bought LifeCare, so she has no additional health care expenses (beyond her
monthly fee for independent living) late in life. Her estate also receives a
$315,000 refund of her entrance fee upon her death. That brings her total CCRC
projected expenses to $146,719.
If Mary lives at home and enjoys 4% home value appreciation (that includes 3%
inflation), then her estate will inherit a house worth $560,361. However, Mary
will be paying for her health care expenses out of pocket. This will cost over
$110,000 in 2024. Even with that expense, the total cost of choosing to live at
home is $70,000 less than the CCRC.
Living at home appears to be winning again.
But, that’s only one analysis. Let’s run it again several different times and see
what happens when we change different variables. For the sake of easy reading,
I’ve made two different scenarios. In the first scenario, we vary things like life
expectancy and duration of illness. Here’s what we find:
Table 5: Sensitivity to Changing Life Expectancy and Illness Variables
Assumptions
Changed:
Remaining Life
Yrs in Assisted
Living
Yrs in Nursing

Current
Values
11
3

Longer
Life
16
3

Shorter
Life
7
1

Shorter
Illness
11
3

Longer
Illness
11
3

1

1

1

1

3

$33,352
$29,878
Staying
at Home

$146,719
$20,252
Staying
at Home

$146,719
$185,637
CCRC

Total Expenses in Each Scenario:
CCRC
Staying at Home
Least Expensive
Option

$146,719
$82,155
Staying
at Home

$256,097
$136,491
Staying
at Home
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If you’ve never read one of these tables before, let me walk you through it: The
left column of numbers are our original assumptions. Each successive column
changes only one value, which is indicated in the column title. For instance, in
the second column, we assumed that Mary lives for 16 years instead of 12. The
other variables don’t change. The bottom two rows show the total cost for living
in a CCRC versus staying at home. I’ve taken the liberty of adding a row to state
explicitly which one is cheapest.
We can see above that Mary is almost always better off living at home, and the
one time that she’s better off in a CCRC constitutes a difference of about $40,000.
Now let’s take a look at some of the financial assumptions. In the table below,
I’ve changed home value appreciation and the discount rate.
Table 6: Sensitivity to Changing Home Appreciation and Discount Rates
Assumptions
Changed:

Current
Values

No Home
Appreciation
0%

Low
Discount
Rate
4%

High
Discount
Rate
4%

Home Value
Appreciation
Discount Rate

4%
8%

8%

2%

12%

$132,435
$41,276
Staying at
Home

$140,950
$85,013
Staying at
Home

Total Expenses in Each Scenario:
CCRC
Staying at Home
Least Expensive
Option

$146,719
$82,155
Staying
at Home

$146,719
$159,505
CCRC

Again we see that Mary is usually better off staying at home. The only situation
where she should move is when she doesn’t except any appreciation in the price
of her home, and even then, the difference is only about $10,000.
So, what does this analysis really tell us? Well, for one, it tells us which
categories have more influence on Mary’s lowest expense choice. If Mary
expects to be relatively healthy in her later years and to have some appreciation
in her home value, then staying at home might make more sense to her. If she
has a family history of extended illness, the CCRC looks like a better option.
There are other analyses that one can run given this data. For instance, having
dementia may necessitate several years of intense care. This shifts expenses such
that a CCRC is a better deal in all but one scenario. Secondly, if Mary decides to
55

downsize into a small apartment, the lower fees might make living in a CCRC a
much better deal.
Thus, there is no one true formula for determining whether or not a CCRC is a
better deal than just living at home. For one, your inputs will change
dramatically given the situation. Secondly, the longer Mary lives, the less
certainty we get with regard to what her expenses will be at the end of her
life. Third, (and most importantly) there are a ton of other noncash things to
consider like one’s social life, whether or not family members are present to
provide aid during times of illness, the quality of care at the CCRC versus at
home, and the ease of not having to coordinate maintenance, yard work, and
other services when living at home.
I’m not saying that a CCRC is better than living at home (or visa versa). Given
the way the math works, it’s hard to judge one way or another unless we know
more about Mary and her life. However, this is how a typical analysis would be
generated given the question: Is staying at home cheaper than a CCRC?

Visit your Financial Advisor
Before you head out into the big wide world of senior housing, do yourself a
favor and visit your financial advisor. This will save you time in a number of
different ways, but the most important is that your advisor can help you get a
good idea of how much you can afford and what sorts of services best suite your
situation.
While you’re with your financial advisor, get a list of all of your assets including
bank accounts, pension statements, home value, and any other investments you
have accumulated over the years. Also, make a list of your outstanding liabilities.
Do you still have a mortgage? Did you cosign a loan for your kids or grandkids?
Do you have any outstanding debt? If so, you’ll need to list that as well.
Once you’ve got all of these items in one place, you can begin to assess the
affordability of senior housing.
Financial Ability. Most senior housing communities require that potential
residents prove their financial ability. This is usually done through an approval
process questionnaire, which asks about income from pensions or retirement
plans, home value, and savings. Communities will also ask about any debt you
have and the amount of monthly payments on that debt. The worksheet helps
the community evaluate two things: your annual income and your assets. (I’ve
got a sample worksheet below for you to use when working through this
calculation.)
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Income. Income includes social security, pensions, retirement plans, and
dividends or bond payments. The worksheet given to you by the community
should make it easy to tally all of your income into one number. You might have
to subtract out mortgage or other debt payments.
In general, most communities require that your income be at least 1.5 times the
monthly fee. For example, if the community’s monthly fee is $2,500, your annual
out-of-pocket expense is $30,000. Therefore, you would need at least $45,000 in
annual income in order to qualify to live in the community.
Table 4, below, shows you how to figure out your monthly income. Retirement
communities typically assume that seniors will spend 60% of their income on
their monthly fees. Therefore, multiplying your monthly income by 0.6 will give
you the maximum acceptable monthly fees for most communities.
Table 7: Monthly Income Calculation
Monthly Income
Pension Income
Social Security
Retirement Account Income
Rental or Property Income
Other
Total
Multiply by 0.6
Typical Maximum Monthly Fee

$_______________
$_______________
$_______________
$_______________
$_______________
$_______________
$_______________

Assets. Assets include your house (minus remaining principle on your
mortgage) and other investments like stocks, bonds, businesses, royalties, and
rental property. The community will require that you note all debt owed on these
assets.
Most communities require assets in excess of 1.5 times the entrance fee. For
example, if the community charges $200,000 for the apartment of your choice,
you would need at least $300,000 in assets (including the value of your home) in
order to qualify to live in the community.
Liabilities. Liabilities include your mortgage, your debts, and any guarantees
you have made (like cosigning on a loan). Once you’ve got these totaled, you
subtract them from your assets to get an idea of your net worth. It is this number
that communities will use to determine whether or not your can afford the
apartment of your choice.
Table 5, below, shows how to calculate your assets and liabilities.
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Table 8: Asset and Liability Calculation
Assets
Home Value
$_______________
Retirement Acct
$_______________
Pension Plan
$_______________
Investments
$_______________
Other
$_______________
Total
$_______________
Assets-Liabilities = Net Assets
Divide Net Assets by 1.5
Typical Maximum Entrance Fee

Liabilities
Mortgage
Car Loan
Other Loans
Loan Guarantees
Other
Total
$_______________

$_______________
$_______________
$_______________
$_______________
$_______________
$_______________

$_______________

Now that you know how to calculate these numbers, here are a few common
questions that retirement communities get from potential residents:
How do communities know that this is enough money? They don’t. Changes in
the stock market, low investment returns, or unforeseen expenses can cause
residents to experience dramatic declines in their net wealth. However, having a
cushion of 1.5 times assets and income allows most residents to weather even the
toughest of financial storms. Keep in mind that the cushion changes depending
on economic conditions. You can’t guarantee that you will have enough money,
but the industry rule of thumb is 1.5 times the entrance fee, and it works in most
cases.
What if I don’t qualify? It is not uncommon for potential residents to have more
assets than income or vice versa. In the case of a resident meeting one criterion
by a wide margin but not the other, most communities will make an exception.
This is solely at the discretion of the CCRC’s executive director. Communities
also might require a cosigner like an adult child or relative who promises to pay
the balance of fees should the resident run out of money.
As stated above, income and asset requirements vary between communities.
Some communities might have more lax or more stringent requirements.
Especially since the recession, look for higher income and asset requirements,
and expect communities to ask for proof via copies of financial statements.

Other Documents
Now that you have a good understanding of your financial situation, you’re
ready to get the legal paperwork done. Most communities require residents to
submit a copy of their living will and power of attorney as part of the move-in
process.
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These documents are important for the community in the event that the resident
has a health problem. Since CCRCs often end up coordinating care for ailing
residents, it’s important that management has proper documentation of the
resident’s wishes in the event of illness. It saves the community from being sued
by grieving children, and it helps streamline care in the event of an emergency.
Therefore, you’ll want to give some thought to your wishes regarding your endof-life care. You’ll also want to talk with your children and let them know what
you’re doing so that they don’t encounter any surprises in the event of your
hospitalization.
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Chapter 9: Finding the Perfect Community
Now let’s dig a little deeper into what to expect when you start searching for
your retirement community. Everything that I’m about to say applies to active
adult, independent living, and assisted living communities, so keep that in mind
if you have already decided that you don’t want to live in a CCRC.

Finding a Community
When beginning your search for a CCRC, your location makes all the difference.
Small towns usually have one or two providers, at most. Larger cities like Dallas,
Orlando, San Francisco, or Denver have dozens of options, but even people who
have lived in the area all of their lives might not know where to start.
Here are a few websites that will help you survey your local area:
SeniorHousingNet has search options for seniors including 55+ housing,
assisted living, low-income housing, independent living, Alzheimer’s and,
continuing care communities. You can also search by city. Once you have
selected a community, the site gives detailed information, often including
photographs and pricing.
Leading Age is the industry trade association for nonprofit senior housing
providers. The website offers consumer tips for finding retirement
communities and has several other education materials to help consumers
make their decision.
Google Maps offers a great interactive map that shows dozens of local
providers. For example, search for “retirement community, Denver” to see
all retirement communities in Denver. More advanced users can even
customize the map with markers for favorite locations.
Nursing Home Compare is administered by the Centers for Medicare and
Medicaid and offers a comprehensive listing of every licensed nursing
home in the United States. You can search by county, city, or ZIP code.
The site will return relevant nursing homes and include data on health
inspections, nursing home staffing, and quality measures.
Furthermore, there are also some state websites that list all of the CCRCs in the
state. Try doing a Google search for “list of CCRCs” in your state.
Once you find a few communities that you think look like good options, call and
make appointments to visit each of them. I suggest making appointments at two
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to four communities. Each visit should take about three hours, and I suggest
scheduling them all for the same week.
The benefit of this is that the memory of each community will be fresh in your
mind, and you can make better decisions when you can compare each.
Additionally, visiting all of the communities in quick succession means that, if
you find one that you like, you can make your decision within a week or two and
thus be able to potentially negotiate a better move-in deal as a result.
As you call each community, take note of the date, time, and location of each
visit. You’ll likely be assigned to one of the marketing representatives who will
be with you during the entire move-in process.

Visiting the Community
On the day of the visit, the marketing representative will meet you in the lobby
and will guide you to the marketing office. She will have a brochure for you with
information about the community. (Not all marketing representatives are female,
but I’m using “she” for the sake of simplicity.)
She will likely ask several questions about your background and interests, your
children, and your health. She will do this for two reasons: 1) She wants to build
a relationship with you so that she can understand what motivates you to move
into senior housing and 2) She wants to figure out what type of apartment to sell
to you.
Once she figures out what sort of apartment or cottage you are looking for, she
will likely give you a tour of the campus. These tours usually include a handful
of different apartments, some furnished and some not. The tour will always
include the community highlights: dining areas, arts and crafts rooms, library
and computer centers, and meeting areas. These are fairly typical, and generally,
the sales person will try to learn more about you in order to “close the sale.”
Following the tour, the salesperson will take you back to the marketing office
and ask if you have any questions. She will invite you to lunch or dinner. If you
express interest in moving forward in the sales process, she will give you a
packet of forms to take home with you to fill out. If you don’t sound interested,
she will try to get you back to the community for another visit.
It’s tough to go into a community (especially if you have an ailing parent or
spouse) and know exactly what to tell a marketing agent when they ask about
your situation. If you’re worried about how much to disclose to the marketing
agent, here are some topics that are good to discuss:
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Your budget. The marketing agent has to know what your budget will be before
he/she can sell you an apartment. While you certainly want to give them a
range, try not to get bogged down in the pricing. Also, you don’t have to talk
about all of your investments. It’s none of their business if you prefer one stock
over another.
What amenities you want. Make a list of the things that are important to you,
and see if the community offers them. This can help steer the conversation and
better use your time while you’re touring the community.
Your anticipated move-in date. If you don’t plan on moving soon, make sure
that you don’t give the marketing agent the impression that you will be moving.
On the other hand, if you’re ready to make the transition, you can negotiate some
additional discounts or amenities by being ready to put down a deposit.
There are a few topics to avoid:
Your personal life. While marketing agents do need to know at least a little bit
about you so that they can find you the right unit, they don’t need to know
everything. It’s tempting, especially with sympathetic a salesperson, to talk about
private problems. But, resist the urge. For one, the marketing agent is trained to
spot reasons for you to move (you might be worried about illness or you might
be moving because your kids are pressuring you). They’ll use these reasons to
pitch the community to you. It’s also not their business. If you want to develop a
friendship with the sales team, do it after you move in.
Other communities. Another thing that marketers try to do is find out reasons
why you didn’t like the other communities. They can then change their
presentation of the community amenities so that you see more of the things that
you like and less of what you don’t. Plus, the more you complain about another
community during marketing, the less bargaining power you have to get a lower
price or increased amenities at the current community.
All in all, I don’t think that the process of finding a senior housing apartment
should be stressful. The overwhelming majority of the industry is professional
and courteous. But, sales people do get paid to fill their empty apartments, so
you should be cautious about how much you divulge. Steer the conversation
back onto the community if things start to get uncomfortable, and don’t be afraid
to walk out if you’re feeling pressured.

Some Tips
Here are a few things to keep in mind while you’re on your tour:
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Visit assisted living and nursing. I can’t stress this enough. If you decide to
move into this community, then you’ll likely be spending your most vulnerable
moments in the assisted living or nursing wing. You want to make sure that you
aren’t going to be mistreated. Not only will you want to make a trip through
these sections, you’ll want to go back at another time (when the marketing
representative isn’t expecting you), and see if the place still looks like it is wellrun.
Talk to the families of other residents while in the nursing home. Just go up and
ask them how their relatives are being treated. You’ll be surprised the kinds of
things they’ll tell you, and their insight can save you from a very uncomfortable
experience.
Eat the food. There is nothing worse than making a commitment to spend the
rest of your life in a particular senior housing community and then realizing that
you hate the food. It is common practice for marketing representatives to offer
you lunch following your meeting. Take them up on their offer. Also, ask if you
can come back and eat lunch with some of the existing residents. There is no
better way to learn about the community!
Pay attention to details. Use your time at the community to take in all the
information that you can. Check out the bathrooms. Are they clean and neat?
Observe the general cleanliness of the community. Pay attention to dirt and
stains, which may indicate that management does not attend to the community’s
maintenance issues. Are residents moving around the community and engaging
in activities? Or is everyone in their rooms? The first visit is the time when these
impressions are freshest.
Go with your gut. If you get a bad feeling, leave immediately. You have no
obligation to sign a contract, go on a tour, or stay for lunch. If the sales person is
pushy or if you don’t like the way the community looks, don’t feel bad about
leaving. At the end of the day, you don’t want to live in a place that makes you
uncomfortable. Even if all of details seem to make sense, your instincts should be
your guide.

Attending Events
If you’re over the age of 65, chances are that retirement communities in your
hometown have purchased your name and address from a marketing firm.
You’re probably getting a relatively regular mailing from their marketing
department for a series of events aimed at getting you in the door so that they
can market to you.
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There are three main types of special events commonly offered at retirement
communities:
Guest speaker. Most of the guest speakers at senior housing communities
are so-called experts in their field. They speak on topics related to estate
planning, senior housing, and healthy aging.
Marketing pitch. The marketing staff shows you a snazzy presentation
about their community or their new development and hopes that you’ll
sign up.
Entertainment. The marketing office hires someone to come give a fun or
entertaining talk to which it invites potential residents. The hope is that
potential residents like the entertainment, refreshments, and the
community itself.
If these events interest you, by all means, go! Enjoy the crowd! Check out the
community and learn more about the amenities. But, here are two more tips:
Be careful how you fill out the information forms on the front table
when you first arrive. If you’re not very interested in moving into the
community, make it clear that you’re not interested. Marketing agents
typically comb over these information forms with the rapt attention,
hoping to find someone who will move in as soon as possible.
Remember the goal of guest speakers: get you to move in. They are
being paid by the marketing department to deliver a speech, so they will
definitely not tell you that moving in is a mistake. Keep that in mind as
you listen to their message.

Test Drive Your New Home
Once you’ve narrowed down the field and eliminated the communities that
don’t fit your style, feel free to get to know your new home a little better. My best
advice is to test drive the community before you put down your 10% deposit.
I’ve seen retirement communities all over the country, but I never really got a
chance to stay in one until my last year on the job. Our client was trying to save
money, and they asked that my company’s consultants stay in their guest rooms
rather than a local hotel.
Almost all retirement communities have at least one guest room. These furnished
apartments are usually located adjacent to actual residents and offer the same
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amenities that any other apartment might offer. These apartments serve as guest
room rentals for residents that have guests who stay overnight.
Although it’s not common, some communities will advertise their guest room as
an enticement to potential residents. Even if they don’t, you can ask to “test
drive” the community by staying in one of the guest rooms. I highly recommend
it; my one visit to a retirement community where I stayed in the guest room
proved enlightening.
For one, I learned the sorts of sounds that the building made at night. I made
peace with the air conditioning and its cycles. I also noticed that the streetlight
next to my window was unbearably bright. I ended up hanging a towel over the
blinds.
By staying in the apartment, I also got to sample the breakfast menu and meet
some of the residents. I saw the housekeeping staff and introduced myself. I
learned how to turn the shower knob to just the right temperature. I also learned
whom to call when I had problems with my apartment.
My visit was relatively pleasant, but my colleagues shared different stories. The
worst that I recall was a woman who awoke with what appeared to be bed bug
bites after staying in one guest room. On the other hand, another colleague spent
an entire year living on assignment in a retirement community without incident.
There’s no better way to get to know a community than spending time there.
Especially for communities that already have a guest room in service, letting
potential residents stay the night is an excellent way to advertise the benefits of
retirement living!

One more Tip: Visit Unannounced
Go to your first visit and soak in what the marketing representative tells you;
then go back unannounced. Say something like, “I was just in the neighborhood
and wanted to stop by.” It’s one thing to visit a community when they are
expecting you. It’s another to see how things function when you’re not expected.
One time I visited a community that was not expecting me and observed a
manager lose her temper with a maintenance man who had forgotten to move a
moldy refrigerator from an empty apartment. The entire conversation happened
in the lobby, in full view of anyone who happened to be there. At the time, they
had no idea that I was doing a market study. I watched the whole thing, thinking
all the while that I would never let my loved ones move into this community.
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At another market visit, which I conducted on a rainy afternoon, there was a
group of angry residents at the front desk complaining about their leaking roofs.
Had I not been sitting in the lobby, waiting for the marketing representative, I
would never have seen the residents complain.
So, make sure you come back a few days after your initial visit. Look around.
Visit the nursing home and the assisted living again. Observe how the
community handles unexpected visitors. While you wait for the marketing
representative, talk to other residents in the lobby. Ask how they feel about their
home and what they wish they would have known about the community before
they moved in.

Destination Retirement Communities
If you’re not entirely happy with your current location, you might be interested
in moving to a destination retirement community. “Destination” communities
are located in cities that are considered tourist attractions. They’re usually in the
south and offer amenities and climate that attracts residents from more northern
states. Although Florida, with its sunny weather, was the original destination
retirement location, there are now dozens of other regions that could be
considered retirement destinations.
The benefits of moving for retirement are many. Not only do you get a new
home in an exotic location, but you’ll also have the potential for many more
amenities and activities, especially if you’re from a small town. You also have the
opportunity to meet people of different backgrounds.
On the other hand, there is a tradeoff associated with moving across the country.
First of all, you probably aren’t familiar with the local area. Being halfway across
the country might mean that you’re located far away from family. And, you’ll
also have to make new social connections after you move to the new community.
If you’re not a social butterfly, it might be hard to get to know people.
If you’re an adventurous person, then destination retirement might be just the
thing for you. Here are some tips about how to begin the search process:
Visit the city and the community. Just as you wouldn’t buy a house sight
unseen, you shouldn’t choose a CCRC without visiting. Schedule some
time to drive or fly to your destination so that you can make sure you are
making the right choice.
Stay for a few weeks. While it may sound fun to move to a place like
Hawaii for retirement, you might get there and decide that you don’t
really like the sand and the sun as much as you thought. Since you are
retired, go ahead and take an extended vacation at your chosen
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destination. If you’re still not sure, try taking a second trip during an offseason when the weather might not be as nice or the tourists might be
gone.
Do what the locals do. Get tips from the local chamber of commerce or
tourism bureau about where to eat and shop. Check out local museums
and historical sites. If you’re feeling really adventurous, take a few tours
of the area so that you know the local history and customs.
Stay at the community. If you’re interested in moving, taking a test drive
of the campus is a great idea!
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Chapter 10: Ten Questions to Ask During your Visit
There are a few things that you absolutely must know about a community that
might not be included in the traditional sales routine. Here are the ten must-ask
questions:
What is your policy for refunding my entrance fee after I move out or die?
How long will my estate have to wait before getting the money back?
Regardless of how much money you have, entrance fees aren’t cheap. It’s in your
best interest to understand how the community will process your refund when
the time comes. This information is also outlined in the resident contract, which
you should read thoroughly before signing.
What is your policy regarding permanent transfer into assisted living or
nursing? In the event of a disagreement about my health, how will you decide
if I move?
I have read about several residents who sued their community because
management forced them to move to assisted living or nursing without their
consent. Communities have an obligation to discuss permanent moves with the
resident and the resident’s family, but it is sometimes difficult to reach
agreement on when is the appropriate time to move to higher levels of care. You
want to know in advance what the community policy is regarding a permanent
move and how the community resolves disagreements.
How do you decide increases in monthly fees? Do you cap yearly increases?
By far the biggest complaint from residents has to do with annual fee increases. I
have seen some communities that tried to pass large monthly fee increases only
to have their residents move out in protest. Make sure to ask if the community
has any policy regarding increasing fees.
Do you have a resident council? If so, how much authority does your resident
council have to make decisions about the future of the community?
Most communities have a resident council that meets on a regular basis to
accomplish any number of tasks. The most important of these is usually to hold a
dialogue with members of management. This is especially important during
times of renovation or redevelopment when residents might feel displaced by
construction crews and want a means of voicing their concerns to the folks in
charge.
What is your policy for residents who outlive their assets?
Although CCRCs often have strict guidelines regarding resident income and
assets, there are occasions when residents do run out of money. This can be the
result of several factors (outliving assets, poor investments, etc.). Almost all
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nonprofit communities have endowments that will pay for residents that run out
of money. For-profit communities have varying policies.
At a minimum, residents who deplete their assets and income should expect to
be moved to the smallest available apartment and to incur reductions in their
eventual entrance fee refund and monthly services.
What is the religious affiliation of the community, if any?
Most nonprofit communities have some sort of religious affiliation. However, in
order to attract the largest number of qualified residents, communities tend to
welcome all religions. There will often be an on-campus chapel for worship
services and the occasional memorial service.
Religious affiliation might make a big impact in your daily routines if the
community changes its meals to adhere to Kosher guidelines. There might also
be resident activities geared to a specific religion or denomination. Also, since
health care will be offered on the campus, expect to see a priest or minister
making rounds through the halls. Most communities keep one on staff.
What are you doing to keep the community competitive with other local
providers?
Your entrance fee is an investment, just like your home. The community must
keep pace with maintenance, interior decorating and furniture, and general curb
appeal. That means that throughout your time at the community, management
must continue to maintain and improve the property. Expect to see renovations,
expansions, and other changes to the campus that will keep it looking nice for
years to come.
What is your pet policy?
This policy matters both for pet people and for people who hate animals; pet
policies vary widely by community. Some communities will accept up to two or
three small pets. Others do not allow any animals. Even for communities that
allow pets, it might be a good idea to ask the community’s policy on dealing with
pet owners who can no longer take care of their animals, have too many, or do
not do a good job picking up after them.
What sorts of activities do you have?
If you have time, try to meet the social coordinator at the community. You want
to make sure that the types of activities the community schedules are things that
you would be interested in participating in. Try to attend one of the events if
possible. If the events are well-planned and well-executed, then you know that
your life at the community will probably be a lot of fun!

69

Do you have friends or family that live here? If not, why would you
recommend that your family member or friend move in here? Would you
move in here?
This question will tell you a lot about the sales person and give you some
valuable information as to why he/she believes the community is the best. One
salesperson told me that she would never move into the community because of
the no pet policy. She was later transferred to a non-sales role. On the other
hand, another sales person told me that her mother and grandmother had lived
in the community and had been given exceptional care during times of illness. I
had another sales counselor at a different community tell me that she was hoping
to save enough money to put her sick husband in the community’s nursing
home.
The sales people know the campus inside and out. Their feedback, especially
when it comes to their personal opinion, is very valuable.
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Chapter 11: Pulling the Trigger
Once you’ve decided on a community, you still have a lot of hard work in front
of you. It might be tempting to postpone a move until you get other items taken
care of, but that isn’t always the best idea.

Moving Now Vs. Later
One of the things that marketing agents at senior housing communities hear all
the time is that a potential resident “isn’t interested in moving right now.” The
argument usually goes something like this: I’m too young to move into senior
housing, but one day I might be older and need to move. When that day comes, I’ll bite
the bullet.
That’s a fine sentiment, and it’s understandable that seniors would want to stay
in their homes as long as possible. However, this strategy can backfire. Here are
some reasons you should consider moving when you’re younger rather than
waiting until you need to:
You might not pass their medical test if you wait. For most CCRCs,
especially those that offer LifeCare, there is a medical test that you must
pass in order to qualify for independent living. The longer that you wait
to move into the community, the more likely it is that you develop health
problems that disqualify you for independent living.
You want to make friends early. It’s tough enough moving into a new
community, but moving in after illness is even worse. The earlier you
move in, the more chance you have to be social and join group activities.
After all, what’s the point of moving into senior housing if you’re not
going to enjoy the social life?
You don’t want to wait until a crisis strikes. Do you have a lot of stuff at
your house that you don’t feel like going through right now? Will it get
any easier to go through it if you’ve broken a hip? Nope. When a health
event occurs, it puts the burden of the move on other people. Since you’ll
be recovering, you won’t have as much control over how items are
handled and your house is sold. The earlier you move, the more
opportunity you have to get things set up exactly like you’d like.
Ultimately, if you want to stay in your house, you should stay in your house.
However, there are huge advantages to moving into a retirement community
before illness strikes. If it’s something that you’re interested in, consider making
the plunge sooner rather than later.
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Selling Your Home (in a Down Market)
Before I begin, let me say that the majority of this section was written during the
economic downturn. These rules will be applicable again if and when the
housing market takes it next downturn. However, at the moment, many cities in
the United States are going through housing booms.
Thus, the rules for selling your home have changed dramatically over the last
few years, and frankly, many communities are less and less willing to help
seniors who want to sell their homes. I’ll cover selling in a thriving housing
market in the next section. For now, let’s consider selling when you don’t have
as many willing buyers waiting:
The biggest sticking point for many potential residents is the prospect of selling
their home. Especially after living there for several decades, the process can be an
intimidating and emotional experience.
Since the owner’s equity is usually necessary to make the down payment on a
retirement community, many communities have realized that home sales are
crucial for potential residents. If you want to sell your home, retirement
communities are here to help. Here are a few things they’re doing to get you in
the door:
Staging. For someone who has lived in his or her home for decades, it’s easy to
get stuck in dated decor. The furniture might be old or scuffed. There might be a
giant collection of stuffed animals in the guest bedroom. Whatever the case,
some retirement communities are hiring professional stagers to freshen up the
interior and give the home a look that is more appealing to potential buyers.
Home Repairs. Just because the steady drip-drip noise in the bathroom doesn’t
bother you doesn’t mean that it won’t bother potential buyers. Many retirement
communities are now offering some of these home maintenance services so that
you can put your house on the market sooner and potentially get a better offer.
Bridge Loans. Say that you want to sell your home but it’s taking a long time.
Since retirement communities want you to move in before you change your
mind, their incentive is to help make your move faster. Therefore, it’s becoming
more common for communities to provide “bridge loans,” which allow you to
prepay your entrance fee while you wait for your home to sell. Having paid the
entrance fee, you can move into the community. Once your home sells, you pay
off the loan with the proceeds.
Moving. Once you’ve sold your home (or perhaps even before), moving can
become a challenge. It’s not uncommon for retirement communities to offer
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complementary moving and/or organizing services. Whether you want to pare
down your belongings or simply not have to worry about the move, these
professionals can help you make the transition.
Home Purchases. If a CCRC is really desperate to get you to move in, sometimes
they’ll offer to buy your house.
It’s not that CCRCs want your house. On the contrary, they’d rather not get
involved in your real estate transactions! But, they also want you in their
community, and they’re willing to do what it takes to get you in the door. In
some cases, that means selling your home for you.
How does the process work? Although it varies from community to community
(with some not offering it at all), the basic idea is the same. The CCRC agrees to,
buy your house for a set value (usually something close to its current appraised
value) at a set future date, if the home doesn’t sell in a particular amount of time
(six months or more). In return, you agree to move into the community. Your
entrance fee is paid out of the sale proceeds of your home. If there is any money
leftover, you keep it.
There are several benefits of this type of arrangement:
The community gets a new resident in its apartment immediately.
Since the resident is no longer living in the house, it’s easier to stage the
house or complete the necessary repairs.
The resident gets a guaranteed price for his/her home, regardless of the
final sale price.
The resident gets to enjoy a new apartment sooner than if he/she waited
to sell the home.
The price that the community will pay is almost certainly below the current
market value, which gives the community some comfort that it won’t lose money
on the deal. But, in a slow real estate market, the community can afford to wait
longer for the sale than potential residents. In the end, it can be a win-win
situation. But, like all things, you should make sure that you read and
understand the terms of the agreement prior to signing anything.
Even if the community is not offering these services as part of a move-in
package, you still might be able to negotiate some of these services into the
contract. After all, the goal is to get you to move in, and marketing offices will do
what it takes to seal the deal.
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At the very least, it’s probably worth your time to hire a professional to provide
these services. The community will have suggestions of people in your area that
can help you make the transition into your new retirement home.

Selling Your Home (in a Thriving Market)
About a year ago I got an email from a reader who had a question about when to
list her house for sale. She didn’t know whether to list her home first and then
move into senior housing or to wait for an apartment to become available and
then list her home.
The CCRCs in her area all had long waiting lists because they were fully
occupied. Plus, homes were selling very, very fast. In a down market, you list
your home and then just move into a vacant apartment whenever your home
sells. In an up market, it’s exactly the reverse. You don’t list your home until an
apartment is available because your home will likely sell within a very short time
period.
The transition from your home to a CCRC might not be a big deal if an
apartment becomes available during the time that you are selling. However, if
that doesn’t happen that way, there are a few options that you might not have
considered:
Option 1: Include a leasing provision in the sale of your house.
Depending on the eventual buyer of your home, you may be able to negotiate a
short-term lease based on when you plan on moving into a CCRC. The rate and
terms depend on the buyer and their needs. However, it’s possible that an
investor would be happy buying a home from a seller who plans on renting for a
short period following the sale.
Option 2: Negotiate for a temporary stay in the guest room at the community.
If your home sells, and the CCRC is still putting some finishing touches on your
new apartment, you can always ask if they will allow you to live in their guest
room in the brief interim. It won’t always be an option, but at least you can ask.
Option 3: Find an executive suite.
If your home’s buyer doesn’t want to lease the house back to you, then an
executive suite is always an option if you expect only a few months between the
sale of your home and your move. The benefit of an executive suite is that most
of them come pre-furnished, so you won’t have to unpack everything more than
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once. The drawback is that they can be relatively pricey. However, if the period
is only 2-3 months, then you will probably come out ahead.
Option 4: Break a lease at an apartment.
While there might be some local apartment complexes that will allow short term
leases, you always have the option of breaking your lease and simply moving
into the CCRC when an apartment is ready. The cost of breaking a lease varies,
but, at most, you might be out about two months’ rent. When you consider the
savings of living in a one bedroom apartment versus living in a large home, you
might even come out ahead. Of course, your goal isn’t to have to break the lease.
But, it can be done if need be.
Here are a few other things to think about:
-

-

Keeping in close communication with the salespeople at the local CCRC is
key to timing your move into the community. They can help you with
timing the logistics of your move.
If interest rates increase, you might have to sell your home at a lower price
than you had hoped (or let it sit on the market for longer to get the price
you want). Now might be the best time to list. Check with realtors in
your area and your financial planner to get their opinion, given your
location and needs.
CCRC’s will often have moving assistants or other specialists who can
help you time your move and find local apartments or hotels that will
help bridge the gap between selling your home and moving into the
community.

Also note that in a good real estate market, things like staging and updating the
home become less and less important. Although making your home spotless can
help it sell faster and for more money, you won’t go broke if you decide not to
get rid of every last trinket you have laying around.
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Chapter 12: How to Negotiate Like a Pro
Negotiation is an art that has a lot to do with which party to a negotiation has the
most power. Typically, it’s the seller (the CCRC) who has the most pressure on
them to make a sale. The buyer (potential resident) is free to take their business
elsewhere or not buy at all, so the buyer typically has more power to negotiate.
Today’s market has changed that equation quite a bit. While most of the tactics
outlined in this chapter will still work in moderation, seniors probably don’t
have as much power to negotiate as they did during the 2008-2009 downturn.
However, remember that the only job of the marketing agent is to fill the units.
Here are some of the ways in which marketing agents can pressure you into
making a commitment:
The limited-time offer: If the sales department is desperate to make sales, there
is a chance that they might offer you an incentive to make a deposit. These are
usually something to the effect of: If you give us a 10% deposit within two
weeks, we’ll give you $10,000 off your apartment. Other incentives include free
upgrades like granite countertops, discounted nursing days, and additional
services.
If you have already decided to move into senior housing, keep this tactic in
mind. Your best bet is to quickly narrow your search to a handful of
communities, visit them all within the span of a week, and make your favorite
ones compete against one another for your business. Be warned, however, that
the sales counselors are usually on good terms with one another. If you mention
having another community in mind, the counselor might just call that
community’s sales office to compare notes.
The pressure sale: The sales counselor might try to guilt you into moving in by
insinuating that you could be a burden on your children or that you will be
lonely if you don’t move into their community. The other common argument is
that you could have a major health issue and need emergency care, leaving your
loved ones to pick up the pieces.
The best defense against this technique is to be honest with yourself and your
children about what would happen if you were to become ill. If both you and
your children have a plan for how to handle extended illness, then you won’t
have to worry about answering questions from a prying sales person. Even if you
don’t move into senior housing, you might end up downsizing to a smaller
home, getting rid of extra possessions, or buying long-term care insurance.

76

Also, if you are worried about being lonely in your home, consider the benefits of
living in a community, but don’t let the sales person make you feel like his or her
community is the only way to become more active in social life.
Blasting competitors: It’s not uncommon to hear unprofessional sales people
saying disparaging things about competitors in order to dissuade you from
visiting the other campuses. It’s always possible that they are telling the truth.
But, do your own due diligence. Call the other community and find out the truth.
Better yet, visit the community and see for yourself. In most cases, the sales
person spreading the rumor is the one that is to blame.
While some marketing representatives can make a move to senior housing feel
like a used car purchase, this need not be the case. In fact, you can command
much more control over the process than you think. There are several benefits
that communities are willing to offer that are a great value for consumers and
cheap for the community to provide.
There are a number of incentive programs designed to get seniors in the door.
These include free rent, apartment upgrades, and others. As the economy
worsens, these deals are likely to get even sweeter. Here are some of the other
benefits that you might be able to negotiate into your move-in cost:
Meals. It’s much cheaper for senior living communities to make your breakfast,
lunch and dinner, than it is for you to make it yourself. For instance, while it
might cost you $10 to prepare a nice meal (not to mention cleaning the kitchen
afterwards), it probably only costs the community about $4 to make the exact
same thing because they do it on a large scale. Ask if the community can provide
a month or two or free meals as part of move-in.
Covered parking. In most communities, about half of the parking spaces are
covered. They typically charge an extra $35 to $40 a month for you to park in
these spots, with the uncovered ones being “included” with your rent. Since it
costs the community almost nothing to provide this service, communities are
likely to provide several months or even a year of free covered parking in an
effort to get someone to sign a contract.
Linen service or washer/dryer. Most communities offer some sort of laundry or
linen service, but they often charge for service beyond the basic once a month
cleaning. Also, some older communities do not offer washer and dryers as
standard amenities in their apartments. Depending on the community, you
might be able to negotiate either an apartment that has been renovated to include
the hookups or additional laundry service as part of your rent.
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For new communities, consider asking for upgrades like free customized closets,
stainless steel appliances, or a customized office, study or breakfast nook. In
these situations, there are already contractors on site. Therefore, the cost of
adding these amenities is very low. If nothing else, you might be able to get a
discount.
During the negotiations, your main goal should be to find a product or service
that would mean quite a bit to you and that they can provide at low cost to them.
You may not always be able to get them to agree to provide the benefit, but it
can’t hurt to try. Additionally, most providers will do whatever they can to fill
their apartments. They want you to move in, and most will do what it takes to
seal the deal.
Again, your biggest advantage is if you can make your decision to move into the
community relatively quickly. The worst thing for marketing representatives is
for potential residents to hem and haw about whether or not to take the plunge.
By being proactive about the move and actively asking for what you want, you
provide the marketing office with incentives to provide you with concessions.
My advice is to figure out which things are important to you (free meals, free
upgrades, free parking, etc.), and rank those items on a list. Present the list to the
marketing office. You might even bring it in with your 10% deposit check, on the
condition that your check will be signed upon acceptance of your terms.
Be reasonable about your demands. There is no retirement community in the
United States that will give away a year of free meals, free housekeeping, free
parking, and free appliance upgrades for the standard entrance fee. Your goal is
to open the negotiations, not insult them.
That brings me to my last point: don’t insult them. I’ve heard several interesting
stories from marketing agents about potential residents who kept asking for
more discounts on contracts. In one case, the community gave the potential
resident initial concessions, but that was not enough for him. After months of
back and forth, the salespeople lost patience and stopped negotiating with the
man.
Since marketers talk to other marketers in the local area, word spreads quickly if
there’s a local senior who wastes the time of the staff. So, be warned: They won’t
negotiate with you if you’re not willing to eventually come to an agreement.
Negotiations only work if both parties think the other will eventually make a
decision.

Picking the Contract
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You’ve done most of the work! You have picked a community and an apartment
that you like. The community offers two or more refundability options for this
apartment. All that’s left is to decide on the type of contract to pick. Which one
should you choose?
Let me walk you through the decision.
First of all, you’ll notice that the lower refundability contract is “more expensive”
than that higher refundability contract. For instance, if you have a 100%
refundable, $100,000 contract, you would (naively) expect the 50% refundable
contract to be $50,000. That’s almost never the case. It’s higher. The 50%
refundable contract will set you back by about $70,000. The reason for this is
simple: the community prefers that you choose the 100% refundable contract.
Like most people, retirement communities prefer more money rather than less. It
helps them to get a bigger entrance fee, since they can use the money for other
things during the time that you live in the community. (There’s a certain amount
of money that communities keep on hand for entrance fee refunds, but beyond
that, they can use the money as they see fit.)
That’s why the 50% refundable contract is usually not as good of a deal as the
100%. However, that doesn’t mean that you shouldn’t choose the 50%. There are
two reasons that residents decide on lower entrance fee contracts:
They have lower assets and can’t afford to pay the 100% entrance fee, and
They don’t care as much about their estate getting a refund after they die.
For those that have sufficient assets and want a refund for their children and
loved ones, the higher refundability options are usually the best bet. It just
depends on who you are and what you want out of senior housing.
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Chapter 13: The Problem of Aging in Retirement
Communities
Retirement communities have great difficulty with the one issue they were
created to solve: aging. For the last two decades, retirement communities have
tried to figure out how to attract younger residents in order to fill those
apartments that have been emptied due to death. So far, the solutions to this
problem haven’t been great. The first attempt at solving the problem of resident
aging is called “aging in place.”

Aging in Place
The term “aging in place” became popular several years ago to describe a
particular type of senior housing whereby residents were allowed to remain in
their independent living apartments, even though they required higher levels of
care.
The main benefit of aging in place is that you don’t have to move if you become
sick. Your bedroom remains your bedroom. You don’t have to worry about
moving to a smaller assisted living apartment. It is a huge benefit for seniors who
might need to make several moves during the last years of their lives. Once they
move into the community, their apartment becomes their home.
The main disadvantage of aging in place is that communities have trouble selling
apartments that have turned over (in other words, the units have been vacated
due to resident death). Aging in place is an attractive marketing technique for
younger communities that appeal to younger residents, but it is very difficult for
a community that has been open for several years to resell units to younger
residents.
Imagine this: You go into a CCRC, and during the tour, you notice health care
workers coming in and out of the rooms. In the hallway are seniors that would
normally be in a nursing home. They are all sitting in wheelchairs, and most of
them are asleep. Would you want to move in here?
When the independent living residents are mixed with the assisted living
residents, it makes it hard for the community to sell units to younger seniors. If
the community is known as being an aging in place community, then it is
probably fine. Most Holiday Retirement Communities, Sunrise, Belmont, and
Atria communities (which are not usually CCRCs but instead stand-alone
independent and assisted living communities) are marketed for independent
living and assisted living needs and allow residents to remain in their
apartments as long as their needs do not become too acute.
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But, if you are considering a CCRC that markets aging in place, make sure the
community has some policies that help attract younger residents to fill vacated
units. Otherwise, you run the risk that your estate might have a long delay in
receiving the refund portion of your entrance fee while the community tries to
resell your unit.
In summary, there is no problem with aging in place. It is a fine idea, and it
creates a lot of security for seniors that are worried about being bused from place
to place as resident needs progress. However, the policy can be detrimental to
CCRCs that are trying to maintain a young, vibrant resident population.

The Great Construction Arms Race
Even in communities that don’t offer aging in place, there is tremendous
pressure to continue attracting younger residents. This has created what I call the
“great construction arms race.”
The best way to imagine this is to think of a completely new community. Most
residents tend to be slightly younger in a new community. However, as the
community gets older, so do the residents. Now the marketing department has
older seniors living in the property. When they bring in potential new residents
to tour the campus, the potential residents worry that the existing residents are
too old for them.
This starts a vicious cycle whereby the residents get older as the community
ages, and it becomes more difficult to sell vacant units to younger seniors. It’s
basically the same problem as aging in place.
As a result, existing communities have big incentives to remodel or expand their
properties in order to attract younger residents who want newer apartments and
fixtures. In some cases, this remodeling is long overdue. I’ve seen communities
that have gone decades without a major remodel. They desperately need a
facelift in order to stay in business. In other cases, the remodel is a sort of
marketing tool that helps younger seniors gain comfort with the thought of
moving to a retirement community.
Whatever the case, you can expect construction at your CCRC during your years
there. It’s not absolute, but it’s very likely. I remember one community where the
resident council was angry that management had begun making plans to
complete a substantial remodel of the entire campus. It was a multimillion-dollar
renovation, and, to the casual observer, the campus didn’t need it. But, the
problem was that the campus lacked the infrastructure to grow in the future.
While most of its apartments and cottages looked fine, they weren’t built to last
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more than 20 years. In order to remain competitive in the long haul, the
community had to remodel.
Residents were justifiably upset. The remodel entailed residents shuffling from
apartment to apartment as different wings of the main building were redone.
Everyone was livid at the thought of being awoken to the sound of construction
crews.
Yet, the remodel was in the residents’ best interest because it ensured that the
community could continue to attract new residents. That meant that entrance
fees would be repaid, and the community could remain a viable player in the
local market.
Thus, as a resident, you should expect at least one construction project while you
live in the community. This isn’t necessarily a bad thing and can actually make
your investment more stable. But, as with anything, the resident committee
should be involved in the process and understand the implications to the
community’s bottom line.

Age-Based Contracts and Medical Exams
Finally, there are more and more CCRCs that are starting to base their pricing on
the age of the resident at move-in. It’s called “actuarial pricing,” and it is a
response to the increased costs of care associated with older residents. Actuarial
pricing is done using third-party data on mortality and health care expenses.
This trend will likely become more and more common, especially in LifeCare
communities where accepting a resident who needs more medical care can be an
expensive undertaking. Unlike a younger resident, who will likely live for
several years in the community before needing assisted living or nursing care,
older residents will likely be moving to assisted living or nursing in a short
period of time. This gives the community less time to recoup the cost of
providing that care.
Likewise, expect to see more stringent medical exams prior to move-in. While
most CCRCs already have some sort of requirement that residents are healthy
enough to live on their own in independent living, LifeCare CCRCs are under
pressure to select the healthiest residents so that their costs are low and the
health expenses are far out in the future. This means that health exams might
become more difficult to pass.
This is good news if you’re a younger resident. Not only can you qualify for a
lower rate due to your age, but you also have a much higher chance of passing
the medical exam. If you’re a bit older and have doubts about whether or not you
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can pass the medical exam, then you might get a better return on investment if
you select a rental community or a community that is fee for service (meaning
that there is no LifeCare guarantee or other discount on health care). However, to
know for sure, you’ll have to crunch the numbers and estimate your future
medical costs.
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Chapter 14: When Retirement Communities go Bankrupt
This chapter was written in 2012, as was much of the book. Over the past few
years, many of the under-performing CCRCs in the United States have been sold
to other companies or have emerged from bankruptcy with a reduced debt load.
The roaring economy has allowed many projects that were not well-conceived to
survive and even flourish.
While this trend may continue for several more years, there is always a
possibility that declines in the housing and stock markets ripple over into the
senior housing space.
Up until now, I’ve been rather optimistic about the potential for a wonderful
senior housing experience. You’ve seen the amazing things that retirement
communities can offer, and you’ve gotten a teaser into what retirement living
could mean for you.
But, like most products in today’s economy, there are some serious issues to
consider before moving forward with a purchase. While it’s difficult to predict
the future, there are several factors that will impact whether or not you (or your
estate) will be able to recoup your CCRC down payment. A 2010 study by the
Government Accountability Office (GAO) demonstrates this problem:
“…entering a CCRC often means committing a large portion of one’s
assets, and while CCRC bankruptcies have been rare, and few residents
have lost their housing or their entrance fees, a CCRC failure could put
residents in a difficult financial situation. As a result, residents have a
strong interest in fully understanding the long–term viability of their
CCRC and their contract with it.” (GAO 2010)
While most communities have made whole on their promises to residents, these
bankruptcies are scary possibilities for anyone interested in a CCRC. In order to
understand the potential for financial difficulty in your community of choice,
let’s take a step back and look at why a community goes bankrupt in the first
place.

Why CCRCs Fail
There are many reasons why retirement communities fail, but they are all caused
by one basic problem: expenses are higher than income for too long. It’s one
thing to lose money for a year or two, maybe even three years. At the end of the
day, retirement communities only have so much spare cash or borrowing
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capacity. They can’t sustain losses forever. At some point, they have to declare
bankruptcy or restructure their debt.
What causes expenses to be higher than income? It’s difficult to pinpoint all of
the reasons, but for bankruptcies in the recent past, the economy has dealt a
massive blow to CCRC marketing efforts. According to the GAO:
“…slow real estate markets, such as those of the last several years, can
make it very difficult for older Americans to sell their homes to pay CCRC
entrance fees. As a result, according to CCRC providers, occupancy levels
at many CCRCs have fallen over the past several years.” (GAO 2010)
A decline in occupancy is a problem for any community, but for new
communities, which are likely making large debt payments related to
construction of the campus, it can be deadly. The GAO elaborates:
“…CCRCs generally depend on high occupancy rates to remain
financially viable in the long term and may be at risk if occupancy levels
drop below certain levels. Several industry participants—including
actuaries, CCRC managers, and industry groups—noted that high
occupancy and the ability to quickly fill vacancies is necessary for CCRCs
to fund general operations, build financial reserves, including reserves to
satisfy refund obligations with respect to entrance fees, when applicable.”
(GAO 2010)
It’s hard enough to keep a community fully-occupied in good financial times. It’s
even harder when the economy has tanked, home values have declined, and
investment returns are low.
As occupancy declines, it gets harder and harder to make debt payments. Once a
community begins having trouble paying its debt, the bank steps in and tries to
rectify the situation. In some instances, it’s as easy as bringing in a third party to
help market the property and improve occupancy. In others, it’s more
complicated. Perhaps the community wasn’t well-conceived and there just aren’t
enough local seniors to fill the empty apartments. Perhaps there are some
problems with the building that make it hard to sell.
Whatever the case, the community usually goes up for sale if a third party
consultant can’t improve the financial situation. Once that happens, the bond
holders are forced to accept a write-down of their debt. Then the community is
sold to another buyer who has the cash and expertise to improve occupancy.
The absolute worst case scenario is when no buyer can be found. When that
happens, the community is simply abandoned until a suitable buyer can be
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located. Residents are forced to move to other locations, even if they don’t have
any remaining assets. A similar situation occurred in 2007 in California:
“..in 2007, a CCRC in California that had lost $11 million over 10 years
closed due to consistently low occupancy rates. Several residents were
dissatisfied with the CCRCs handling of their contracts and resisted the
proposed transfer to an alternate facility, and filed a lawsuit against the
facility. Ultimately, they were removed from their residence when the
CCRC closed.” (GAO 2010)
However, despite massive financial difficulty among some of the largest
retirement communities in the country, there has only been one bankruptcy in
recent history, the Covenant at South Hills, where residents lost their entrance
fee refunds. To be clear, other communities have had bankruptcies. Residents of
other CCRCs have lost benefits and other perks, but so far, only Covenant
residents have lost the right to their entrance fee refund.

How Regulators Try to Prevent Failure
Traditionally, there are a few ways that CCRCs can be regulated under state law:
Regulators can require communities to disclose their financial situation to
potential and existing residents via a Disclosure Statement,
Regulators can require communities to keep a set amount of money on
hand to deal with unforeseen expenses via reserve requirements,
Regulators can punish communities that don’t meet these requirements,
and, in some cases,
Regulators can require that communities treat residents a certain way; this
is usually called a “resident bill of rights.”
As I said earlier, state regulation of CCRCs varies widely. It’s impossible to make
any blanket statements regarding CCRC regulations:
“…according to one industry study, 38 states have some level of
regulation specifically addressing CCRCs, while 12 states plus the District
of Columbia do not. Among the 38 states that have CCRC-specific
regulation, CCRCs are overseen by a variety of state departments. Some
states oversee CCRCs through departments that concentrate on insurance,
financial services, or banking. Other states regulate CCRCs through
departments of social services, aging or elder services, or community
affairs.” (GAO 2010)
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Recent bankruptcies are providing states with the impetus to create better
regulations regarding licensure for new CCRCs. For new communities, the first
line of defense is the market study or feasibility study. These documents are
created by third party consultants and review the local supply and demand for
senior housing. They help to give investors and regulators an idea of how much
risk is associated with the new community. These documents are created using
subjective calculations, and therefore, should be taken in context with other
information. Again, laws requiring feasibility studies vary from state to state:
“Among the states we reviewed that license CCRCs, some required more
information from CCRCs than others. For example, California, Florida,
and New York required CCRCs to conduct and provide a market study as
part of its application for licensing, while others—Illinois, Pennsylvania,
and Wisconsin—did not.” (GAO 2010)
In states in which these feasibility studies are required, the required contents
vary. Some firms review the financials for the proposed community, review local
demographics, and project future performance based on industry standards.
Other firms include actuarial studies to support their financial projections:
“According to industry participants, only an actuarial study incorporates
mortality, morbidity, and other information unique to a CCRC to help it
anticipate and make plans to address risks to its long-term viability, such
as lower-than-expected occupancy levels and higher-than-expected costs.
Without actuarial studies, they said, a CCRC may appear financially stable
in the short term yet still face threats to its long-term viability.” (GAO
2010)
Once the community is open and operating, states can require that management
keep a certain percentage of funds on hand in case the community encounters an
unforeseen hardship. This is called a reserve requirement, and it’s similar to the
requirement that banks must follow when accepting deposits from customers.
It’s the same with CCRCs in states that regulate cash reserves. Since the resident
entrance fees are used to pay down debt when the community opens, this
reserve requirement is an important tool in forcing management to be
responsible with its cash:
“For example, these reserves could be used to help make debt service
principal and interest payments, pay for operating expenses, or assist with
difficult economic times or other types of contingencies. Reserve
requirements in the states we reviewed were typically expressed in terms
of total debt service payments for a time period ranging from 6 months in
Illinois to 1 year in states such as California, Florida, New York,
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Pennsylvania, and Texas. Some states also required a reserve for operating
costs that ranged from 2-1⁄2 months to 1 year. New York, by comparison,
required debt service and operating cost reserves along with an additional
reserve for CCRC facility repairs and replacement. One state—
Wisconsin—did not have reserve requirements.” (GAO 2010)
Unfortunately, regulation has its costs. The more filings a community has to
complete, the larger the costs are in complying. These costs get passed through to
residents, raising prices for everyone. As explained by David Erickson, Vice
President of Legal Affairs for the Covenant Retirement Communities (Covenant
Retirement Communities is not related to the Covenant at South Hills
community described in Chapter 14.):
“There is certainly a place for reasonable requirements, including
disclosure requirements, capital reserves, and protections of refundable
entry fees. However, if these requirements become too prescriptive,
expansion of existing CCRCs and development of new ones will be
slowed or halted, and seniors will lose the opportunity to move into a
living environment they clearly prefer.” (Erickson, Testimony to Congress
2010)
I saw the impact of legal restrictions on resident quality of life while I was in
senior housing consulting. We had a client in a state with Certificate of Need
Laws. These laws are more common for hospitals and are designed to limit the
number of new hospital beds that can be constructed within a given time in a
given area. The idea is that constructing too many beds can cause owners to go
bankrupt while they compete with other hospitals for patients. Certificate of
Need laws restrict the number of beds, which helps the owners keep their beds
full and theoretically avoids bankruptcies that could result in patients or
residents being kicked to the curb.
These laws have been adapted to nursing homes and even CCRCs in some states.
The regulations also cover things like renovation of campuses. In order to get
approval for renovation that costs more than a certain amount (in our case, it was
about $5 million), you have to submit feasibility studies, market demand studies,
and complete construction plans. You also have to pay a large fee to the state in
order to process the paperwork.
Our client wanted to renovate because their campus was very old - so old that
the rooms were completely obsolete. Nurses were literally wheeling patients into
the hallway to help them get dressed because the rooms were so tiny. The only
restrooms were at the end of the hallway. It was a horrible place for patients.
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Yet, in order to get approval for renovation of the campus, the community spent
almost $100,000 to hire consulting firms to prove to the state that the project was
a good idea. It resulted in an 800 page document that my company filed with the
state on behalf of the community. I doubt anyone ever read it. But, we submitted
it nonetheless and got our approval. At the end of the day, it delayed
construction, and it meant that residents ultimately footed the $100,000 filing cost
through increased fees. Plus, the community had delayed renovation for years
because management knew about the onerous filing required by state law. Had
there been no regulation, they would have started much earlier, and residents
could have enjoyed their new rooms several years sooner.
Even with stringent regulation, it’s not entirely certain that increasing oversight
will actually prevent bankruptcy:
“…although state laws differ significantly in breadth and detail, it is not
clear that CCRC residents in states with less stringent requirements are
necessarily at greater risk than residents in heavily regulated states. In one
state, regulators told us that despite extensive CCRC regulation, a CCRC
bankruptcy cost residents the refundable portion of their entrance fees. In
another state, regulators said that, while the CCRC law is not as extensive
as in other states, they are not aware of any CCRCs that have faced
bankruptcies or failures.” (GAO 2010)
Even in states that do have regulations, there may not be sufficient oversight to
protect potential residents. Katherine Pearson, a law professor and director of the
Elder Law and Consumer Protection Clinic at Pennsylvania State University, was
approached by residents of a CCRC who were upset with the way that
management had handled the upcoming renovation of their community. The
residents had attempted to go to management with their concerns but had been
ignored. Even upon going to the state insurance department, the residents had
no luck in getting any information about the renovation. So, Pearson went to the
state office herself:
“What I discovered was that in that particular State, annual reports were
filed and then stacked in a dusty closet and never opened. I found reports
that the seal had never been broken on, and that said to me, well, there is
something about regulation that is not working here, and particularly in
this particular circumstance.” (K. Pearson, Testimony to the United States
Senate Special Committee on Aging 2010)
There are ways in which states can help make sure that CCRCs are following
good business practices and avoiding unnecessary risks. However, even in states
that don’t have regulations, it is likely that banks and creditors will step in and
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insist that the community follow certain guidelines, since these parties have a
vested interest in the community.
Having more regulations doesn’t always mean that the community will be any
safer. In fact, complying with a large number of regulations can be costly for
CCRCs which have no choice but to pass through costs to residents.

Bankruptcies are Relatively Rare in CCRCs
The majority of CCRCs that are currently experiencing financial difficulties and
are in the news right now are start-up CCRCs that had trouble reaching full
occupancy when the economy declined:
“Like many other sectors of the U.S. economy, the CCRC sector has been
affected by the current economic challenges that began in the fourth
quarter of 2008. Payment defaults on debt have occurred for some CCRCs,
and several CCRCs filed for bankruptcy protection. The affected CCRCs
typically had new projects or expansions in the fill-up stage of
development. Established CCRCs, for the most part, have managed their
way through the most difficult period, with some even noting that the
economic challenges provided an opportunity to re-examine expenditures
and operations in a very constructive way.” (Leading Age; American
Senior Housing Association 2010)
Despite the hype in the news, most CCRCs are developed and run in a way that
ensures residents don’t have to worry unnecessarily:
“… even in cases of bankruptcy, a new provider usually takes over the
CCRCs operations, ensuring that residents can remain in their apartments.
In past CCRC insolvencies, the lenders and investors were most likely to
suffer financial loss and not the individual residents.” (Leading Age;
American Seniors Housing Association 2010)
Dollar-for-dollar, senior housing is still a pretty safe bet:
“Unlike the housing market or equities market, where large numbers of
seniors have had their portfolios affected, the vast majority of CCRCs have
provided security and care for seniors who will know where they will live
and receive care usually for the rest of their lives. CCRC residents have
moved into communities where they have chosen a lifestyle that provides
comfort for their families, who will not have to worry about what will
happen to Mom and Dad as they age.” (Erickson, Testimony to Congress
2010)
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Moreover, when the economy declined in 2008, banks tightened lending
requirements. In the olden days, new CCRCs could get bond money if they had
collected deposits on a little over half of their units. Now, CCRCs are lucky if
banks require that fewer than 100% of the units have to be reserved before the
community receives financing. This takes some of the risk out of the finished
product, since construction can’t start until the whole place is already accounted
for.
While bankruptcies are certainly cause for concern in the CCRC industry today,
the overwhelming majority of CCRC residents have 1) not lost their entrance fees
and 2) not been seriously injured by any of the financial and legal proceedings
involving some CCRC owners.
Yet, as I write this, there are emerging stories of new problems in senior housing
communities. The economy has rattled some of the foundations on which stable
CCRCs are built, and there’s no question that the industry is struggling to
maintain its image and stability. I’ll be going into these bankruptcies in more
detail over the next few chapters.
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Chapter 15: Covenant at South Hills
Troubles at Covenant at South Hills took over ten years to come to a head. At the
beginning, the community was like almost all other CCRCs in the United States.
It followed the typical trajectory for a start-up CCRC, and, from the outside
looking in, there was no cause for alarm.
Covenant at South Hills was conceived in the late 1990’s. Like most other CCRCs
developed in America, the community was created with the help of a third party
development firm. In this case, Greystone Development Company (the
developer) partnered with B’nai B’rith International (the nonprofit sponsor).
B’nai B’rith served as the face of the community while Greystone handled all of
the architectural work, the financial preparations, and the sales of the
apartments. This was not an unusual arrangement, and the practice continues to
this day for some start-up CCRCs.
According to bankruptcy documents, the community secured $2.6 million in
start-up financing in March 1999. This money was used to pay for marketing
costs and preliminary architectural fees. The goal was to get enough seniors to
reserve their apartments so that the community could secure a larger loan to
complete construction. During that time, the Covenant was heavily marketed to
local seniors as being sponsored by B’nai B’rith.
B’nai B’rith is the oldest continually-operating Jewish service organization in the
country and the largest sponsor of Jewish senior housing communities in the
United States. According to a 2008 report, B’nai B’rith has sponsored over 40
federally-subsidized housing projects. To the residents of Mount Lebanon,
Pennsylvania, where Covenant at South Hills is located, this was a ringing
endorsement. Resident Charles Prine described it this way:
“There are many, many people… who came in there because they thought
B’nai B’rith would never let them down.” (Prine 2010)
The marketing worked. In 2001, the community had achieved enough presales to
get financing through the Allegheny County Hospital Development Authority.
Over the next 18 months, construction crews erected the community: 126 oneand two-bedroom apartments, 48 assisted living apartments, 12 memory support
apartments, and 46 skilled nursing beds. In October of 2002, the Covenant at
South Hills opened to residents.
The total cost of the community was $59 million.

Trouble Brewing
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However, there were problems with the community from the very beginning.
Although management tried to maintain a façade of normal business activities,
residents began to notice several issues. Prine recalled, “Almost from the very
start, it became apparent that the Covenant was in trouble.” (Prine 2010)
The first issue was occupancy. When the community opened in October 2002, the
stock market was still recovering from a huge decline. From the high in March
2000, the S&P 500 was down nearly 40%. This meant that some seniors who
might have qualified for an apartment in 2000 when the community was being
developed no longer had the savings to pay the up-front entrance fee or the
ongoing monthly fees. This dramatically shrunk the number of eligible
households and made it difficult for the community’s marketing team to attract
new residents.
Two years after opening, in October 2004, there were 89 independent living
residents. By December 2007, little more than a dozen new independent living
residents had moved in; by October of the following year, there were 121 total
independent living residents. Officials documents don’t state how many
residents were couples, but it’s likely that a third of the independent living
apartments were sitting empty. In and of itself, a move-in this slow would be
enough to cause a community to have difficulty meetings its debt covenants.
The second problem was a change in local tax status. In a certain sense, Covenant
at South Hills was unlucky. It opened during a time when local municipalities in
Pennsylvania were rethinking their tax structures. Despite being a nonprofitsponsored by a religious organization, the local tax assessor successfully
overturned the property’s tax-exempt status:
“…in 2008, after a challenge to the CCRCs real estate property tax
exemption on “charitable” grounds, the CCRC [Covenant] entered into a
settlement with the local taxing bodies, conceding that the property would
remain taxable.” (Pearson and Wilkins 2011)
The penalties associated with having not paid property taxes for prior years
amounted to more than $3 million by the time the community eventually was
sold.
In 2004, the community ran an operating deficit of over $5 million; by 2006, the
number had ballooned to $23 million. Had Covenant been in the development
phase during the change in municipal property tax policy, it’s possible that the
project would have been abandoned or dramatically modified. Unfortunately,
that was not the case. Instead, the problems began to compound. What began as
an issue of slow fill-up related to the economy soon became a real nightmare as
potential residents began noticing the community’s problems and balking at the
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prospect of signing over such a large chunk of their life savings. Covenant’s
executive director, Shane Gabis, described the situation in an affidavit related to
the bankruptcy:
“…because of the financial problems of the Facility, which were disclosed
to prospective purchasers in the Covenant’s Disclosure Statement, and the
faltering economy, which tightened credit markets, the Facility has been
unable for well over a year to conduct any meaningful marketing. The last
[independent living] unit purchased was in July, 2008.” (Gabis 2009)
Meanwhile, the community was quietly trying to restructure its debt to make its
loan payments more feasible. In the 2004 Disclosure Statement, the community
described its efforts:
“Due to delayed openings of all levels of care, a project budget shortfall
and higher operating costs, net cash flow deficits from operations during
start up were higher than anticipated. On August 2, 2004, the Covenant
made an unscheduled withdrawal from its Debt Service Reserve Fund,
which funds were used to pay scheduled debt service. Originally, the
Covenant contemplated additional financing of approximately $3.57
million, but is has, instead, negotiated with its letter of credit bond trustee
and representatives of its long term bondholders an Interim Restructuring
Plan.” (Covenant at South Hills 2004)
Less than two years after opening, the community was already struggling to
make ends meet. Despite management’s efforts to control costs and increase
revenue, the financial shortfalls continued. In 2007, the community was in dire
straights:
“Despite vigorous efforts by CSH [Covenant of South Hills] to negotiate a
restructuring of the bonds, certain bondholders have insisted that
Covenant be sold to raise funds to pay off the outstanding bonds. Under
pressure from those bondholders and the Trustee of the Indenture
securing the bonds, in February 2007, CSH entered into a Purchase and
Sale Agreement with Canyon Creek Development, Inc. for the sale of the
Covenant to Canyon Creek.” (Covenant at South Hills n.d.)
The sale was supposed to take place in July of 2007, but it fell through at the last
minute:
“Canyon Creek and its affiliated management company, Sunwest
Management, have thus far been unable to secure the necessary licenses
for the ownership and operation of the Covenant from the regulatory
authorities of the Commonwealth of Pennsylvania and, therefore, have
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not been able to proceed to a closing. At the present time, it is unclear
when or if Canyon Creek will be able to close on the purchase and sale
transaction. If Canyon Creek fails to close, CSH will be required either to
find another purchaser or to negotiate a restructuring plan with the
bondholders and the Trustee. A restructuring of the bonds would require
the use of a Chapter 11 reorganization process under the United States
Bankruptcy Code.” (Covenant at South Hills n.d.)
Despite the turmoil, the community still paid $770,850 in 2004 and $786,987 in
2003 to B’nai B’rith as part of the development services agreement. (Covenant at
South Hills 2004) In late 2004, the community canceled its development and
management agreement with Greystone. On January 5, 2005, Covenant switched
to Life Care Services for their day-to-day management. (Covenant at South Hills
2004)
Things continued to deteriorate. Month by month, the community’s cash
reserves dwindled. It became apparent that B’nai B’rith needed to find a buyer.
But, there was no one who wanted to buy a community burdened with almost
$50 million in debt and mediocre occupancy. Covenant’s executive director
described the situation:
“Based on my knowledge of the Covenant’s financial condition, the
current financial and market situations, and my experience and
knowledge of the CCRC industry generally, a sale of this facility is the
only viable option for the continued operation of this facility.” (Johnson
2009)
The Deputy Insurance Commissioner with the Pennsylvania Insurance
Department echoed that sentiment: “…under present circumstances, the only
viable option is to consummate a sale of the Facility.” (Gabis 2009)
In other words: bankruptcy.
On January 8th, 2009, the Covenant at South Hills formally filed for bankruptcy.
At the time of the filing, there were 93 independent living residents, 46 assisted
living residents, 39 nursing patients and 12 memory care residents. In total, the
community was a little over 70% occupied.
The outstanding debt was almost $48 million, and the operating deficit was
almost $30 million.

Loss of Resident Entrance Fee Refunds
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Once it became apparent that the community was in danger, residents attempted
to get information from management but were turned away. They went to the
state and were again unsatisfied:
“Under a State act passed some 25 years ago, the Pennsylvania Insurance
Department had the right to step in and appoint a trustee to take over the
facility, but it refused to take this step. In 2009, the bond holders
commenced a mortgage foreclosure action in State court. That action
could have resulted in us being put out on the street.” (Prine 2010)
The terrified residents began taking a more active role in advocating for a buyer.
Meanwhile, bondholders declined to allow a sale where the buyer honored
resident entrance fee refunds, since this lowered the effective purchase price:
“…the bond holders and bank lenders refused to consider any kind of
resolution in which the residents would receive a single penny.” (Prine
2010)
Residents were flabbergasted, and opened their resident contracts to find that the
entrance fees, which they had thought to be safe, were in fact no longer theirs.
The Resident Agreement contract described what happened:
“At the sole discretion of the Owner, Refundable Resident Deposits are
used for project development costs, start-up deficits, working capital
requirements, debt service, early retirement of debt, project costs of future
expansions and other purposes deemed appropriate by the Owner.”
(Covenant at South Hills 2004)
In other words, most of the money was already spent. The contract elaborated:
“Resident Deposits are used to fund certain project costs and all start-up
capital requirements and working capital needs after opening. In addition,
100% of the unexpended portion of the Resident Deposits are pledged as
security for project financing. A resident’s right to refund is subordinate to
the lender liens and security interest, to the extent allowable by
Pennsylvania Law.” (Covenant at South Hills 2004)
Subordinate? When residents had read those lines several years prior, it had never
occurred to them that there might be any problems brewing. Yet, the contract
was explicit:
“Your rights under this Agreement will be subordinate to any mortgage,
security interest pledge, or other lien that now encumbers all or any part
of CSH’s assets and shall further subordinate to any mortgage, security
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interest, pledge, or other lien hereafter placed on all or any part of CSH’s
assets, and you agree to execute, acknowledge and deliver such
subordination agreements as any lender or future lender shall reasonably
require in order to establish the priority of any such lien.” (Covenant at
South Hills 2004)
In May of 2009, a group of residents retaliated by filing an objection to the sale
motion. The objection document includes a number of complaints, most relating
to the lack of notice given to residents regarding changes in lien priority.
Additionally, it lists sections of the bond prospectus that highlight resident
rights. In other words, the residents argued that they had first claim to the
community’s assets in the bankruptcy.
In June of 2009, the same residents filed an adversary complaint to establish the
priority of the liens, citing that residents were never identified as creditors and
that resident leases which predate the date of financing should have been given
priority. That same month, residents filed a lawsuit against B’nai B’rith and
Greystone Development and Management. The suit alleges, among other things,
that B’nai B’rith received more than $700,000 in exchange for sponsoring the
community and that it placed the resident’s deposits at risk by failing to properly
plan for the community.
Lawsuits not withstanding, the community had to be sold soon in order to avoid
completely closing its doors. Given the urgency of the sale, residents had little
choice but to agree to the loss of the refundable portions of their refunds. Their
right to their entrance fee refunds effectively destroyed, residents concentrated
on picking a buyer. The first post-bankruptcy sale was originally planned for
May 11, 2009, but the buyer backed out, and the property languished.
Eventually, a new buyer appeared that gave residents a glimmer of hope.

Sale to Concordia
To say that the residents of Covenant at South Hills were in favor of being
acquired by Concordia Lutheran Ministries is an understatement. Given the
harrowing events of the past few years, residents were overjoyed at the prospect
of a cash bid by an experienced, stable senior housing company. During their
meeting with Concordia’s executive staff in March of 2009 and subsequent
meetings thereafter, it had become apparent that Concordia was the buyer of
choice.
Concordia was founded in 1881 and was originally created to serve orphans. In
the 1950’s, the organization branched out and began providing senior services.
Today it’s accredited by CARF International through its “CCAC,” program and
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it boasts one of only five Standard & Poor’s “A” ratings for senior housing
communities.
At the time of the Covenant purchase, Concordia operated five locations in
Pennsylvania and employed approximately 1,200 people. It has also been on a
buying spree, having purchased two stand-alone assisted living facilities. Even
then, it still had enough cash to complete a purchase of Covenant at South Hills
without taking on debt.
After months of negotiations, the sale was finally closed. The total price was $15
million, with $3 million reserved for payment of property taxes. The sale was
finalized on September 18, 2009. When asked during a 2010 Congressional
hearing how much money residents had lost, Prine replied:
“Twenty-six million dollars of resident deposits were lost completely. We
didn’t get one penny of that back.” (Prine 2010)

Aftermath
A draft Disclosure Statement filed in August of 2009 lists Concordia Lutheran
Ministries as the owner, and within a few months, Covenant at South Hills was
renamed “Concordia at South Hills.” The new management slashed entrance fee
prices by more than half for some apartments and raised the minimum resident
age from 62 to 68. They now offer a rental plan. At the time of this writing, the
community was at capacity in its independent living and over 90% occupied in
assisted living and nursing (which is normal given the turnover in higher levels
of care). Concordia also granted residents a $1 million endowment to be used as
a benevolent fund and to complete on-site projects such an improving the
cafeteria and meeting rooms.
Charles Prine and other residents, despite having lost their entrance fee deposits,
have been happy with the outcome:
“… I am happy to report that our current residents are very pleased with
the operation under our new identification, Concordia of the South Hills,
which is owned by the Concordia Lutheran Ministries of Pittsburgh. I
might point out that Concordia of South Hills put up $15 million of their
own money in cash to buy our community. There is no debt at all on the
facility at this time.” (Prine 2010)
The new management has instituted several changes in the way residents
influence community decisions:
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“The current management has a representative of the senior staff attend
our resident council meetings and hear the comments that people make
right from their own voices at that meeting. Likewise, we are able to
report back by having a representative of our residents on the board of the
governing body. It is a two-way street, and it is working so far extremely
well.” (Prine 2010)
Later in 2009, residents settled with B’nai B’rith and Greystone for an
undisclosed amount. Although it wasn’t for the full value of their entrance fee
refunds, at least there was some closure on the matter.
Before I move on, it’s worth noting that the resident contracts for Concordia at
South Hills still contain the same language regarding resident rights being
subordinate to other liens, as do the contracts at almost all other CCRCs that I’ve
seen.
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Chapter 16: Other Bankruptcies in the Industry
Unfortunately, Covenant at South Hills isn’t the only CCRC in the country to go
bankrupt. Lately, there have been several other CCRCs that have encountered
financial trouble. While Covenant residents lost the refundable portion of their
entrance fees as part of the bankruptcy sale, so far other residents of CCRCs have
not encountered the same fate. Still, these stories read much like that of Covenant
and can provide some insight into the general nature of why retirement
communities fail.

Erickson Retirement Communities
When I was regularly visiting retirement communities in the hopes of helping
our clients build the next big thing, Erickson was the bane of our existence. We’d
go to big cities and ask about upcoming developments at the planning and
zoning office. Most of the time, there were only a few assisted living projects in
the works. But, occasionally, the staff there would tell us that someone else had
recently been poking around for information.
Our interest piqued, we’d ask more questions, and eventually, it would be clear:
Erickson was interested in the area too. We would always feel a wave of
disappointment; Erickson was such a huge player in the industry. A new
Erickson community coming in down the road from you was a major problem,
and we avoided places where Erickson was building a community.
If you’ve never been on an Erickson campus, you should know that they’re huge.
The flagship campus in Baltimore, Maryland is a giant compared to most senior
housing campuses. On the initial approach, you could just as easily be driving up
to a sprawling university as to a retirement community. There are dozens of
large apartment buildings, a chapel, an exercise facility, and what feels like
thousands of other amenities. The corporate headquarters are located adjacent to
the campus, and the overall feel that I got when traversing the campus was awe
at the sheer size of the place.
The newer Erickson developments, most of which are built on the outskirts of big
cities, are themselves marvels of modern real estate development. They’re often
built in phases, with wings of 250 independent living apartments added on in
stages as the older buildings near capacity. I went to one community that had
more than 2,000 apartments. In 2009, Erickson had over 23,000 residents and 19
communities.
But, after several years of aggressive expansion, the company finally ran out of
steam. The real estate and stock markets declined, and new move-in’s slowed.
The nonprofits that actually owned the local communities began to miss debt
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payments. The for-profit branch of Erickson also ran into trouble. (In an effort to
maximize profits and lower risks, Erickson had a nearly unfathomable
arrangement of for-profit and nonprofit companies, all of which had an array of
agreements with each other to lease and purchase various aspects of the
communities.)
Unable to find new investors and faced with rising debt loads, Erickson filed for
bankruptcy in late 2009. The for-profit arm of the company had over $1 billion in
debt, and the nonprofits together held over $500 million in outstanding taxexempt debt. (Kaske, Major CCRC Developer in Chapter 11 2009)
When it became apparent that Erickson was in trouble, several buyers swooped
in to pick at the bones of the carcass. Redwood Capital, a Baltimore-area
investment fund, purchased the bulk of the communities for $365 million. Today,
a much smaller Erickson Retirement Communities has reinvented itself as
“Erickson Living.”
Two other Erickson campuses were sold to another buyer. Monarch Landing and
Sedgebrook, two former Erickson communities located near Chicago, sold in
2011 for a combined $40 million to Senior Care Development, a CCRC
development and investment firm located in New York. At the time, the
communities still owed $330 million. This entire debt was wiped clean in the
sale.
In a January 2011 interview, David Reis, the CEO of Senior Care Development
said, “We got a great deal on two great communities. This is a once-in-a-lifetime
opportunity. Bond holders took a big hit on this.” He estimates that bondholders
received 20 cents on every dollar they invested. (Adler 2011)
Residents, on the other hand, did not lose any of their entrance fees or benefits.

The Clare
The Clare is a miracle of modern retirement living. It’s parked on a piece of
prime real estate less than a half mile from Lake Michigan in Chicago’s hippest
neighborhood. The Clare’s website touts its amenities: 53 stories, almost 250 one-,
two-, and three-bedroom apartments, three chapels, meditation room, multiple
dining rooms, fitness studio, day spa, and pool. It’s on the campus of Loyola
University, and residents can take classes or attend lectures on the campus.
Additionally, it’s hallways are a mini art museum, housing several collectorquality stained glass masterpieces as well as original sculptures and paintings.
How could something so fabulous end up in bankruptcy court? Again, it goes
back to operating costs overwhelming income from resident occupancy. In the
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case of the Clare, the real estate market declined during the time that the Clare
was marketing its apartments. Local seniors simply could not afford to move
there.
The story ended relatively happily. In April 2012, Chicago Senior Care, which is
a partnership between Senior Care Development, Fundamental Advisors, and
Life Care Companies, finalized its purchase. As part of the deal, the community
carries no debt on its books. In other words, investors who bought bonds for The
Clare lost all of their money. Residents escaped with a much better deal. Chicago
Senior Care agreed to honor all refunds on resident contracts. (Tekippe 2012)

Others
Unfortunately, the CCRC bankruptcies don’t stop there. Several more
communities have had difficulty paying their bills in the last few years:
St. Mary of the Woods (Avon, Ohio)
Village at Penn State (Ambler, Pennsylvania)
Fairview Village (Downers Grove, Illinois)
Devonshire at PGA National (Palm Beach Gardens, Florida)
The oldest bankruptcy that is well-recorded is that of the Pacific Homes
Corporation in California. It was owned by the Methodist Church and
encountered financial difficulties in the late 1970’s. Residents eventually sued the
church and won a multi-million dollar settlement as a result of the fiasco. The
case is detailed in the first chapter of the book, Circle of Greed, by Patrick Dillon
and Carl Cannon.
This list isn’t exhaustive. Many others have been bought and sold as the
economy began recovering from the crash of 2008:
“…it is apparent that CCRCs in Pennsylvania and elsewhere in the
country are experiencing serious financial challenges. Whether Covenant
at South Hills was an isolated instance or the first ripple of a larger
financial wave is not clear. In the meantime, current residents want
reliable information about the finances of their communities and
prospective residents need reassurances about the financial stability of a
community they are considering for their last years, months and days on
earth.” (Pearson and Wilkins 2011)
Finally, there is a great article entitled “Too Late for a Fresh Start: Why the
Bankruptcy Code Should Exclude Continuing Care Retirement Communities.”
It’s available online, and I highly recommend it. Here’s what the author has say
about the problems of CCRC bankruptcy:
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“Left with very few options, the elderly residents of CCRCs in bankruptcy
are particularly vulnerable to being forced into poverty and suffer
significant health complications.” (Martin 2012)
It is truly a scary world out there. Even after all of my research, I still think that
moving to a CCRC can be a good idea. Over the next few chapters, I’ll discuss
some of the ways that you can protect yourself. But, first let’s talk about the
problems of debt in CCRCs.
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Chapter 17: The Problem of Debt Holders
The issues faced by the residents of Covenant at South Hills are actually common
to CCRC residents across the United States: They’re unsecured debt holders. In
other words, when things go wrong, residents have no legal claim to anything.
Let me say that again: Residents don’t have a legal right to any money in the
event of bankruptcy. It’s a scary proposition, but it’s true. If you read your
resident contract, you’ll see that there is no guarantee. Although you have the
legal right to use your apartment for the rest of your life, the community can go
bankrupt, in which case, the contract is nullified.
(Oregon is one state that has legislation in place to avoid residents being
subordinate debt holders. However, this is not a fool-proof plan since
management could simply threaten to close the CCRC altogether if residents did
not relinquish their claims.)
The GAO explains:
“According to state officials in two states and a CCRC expert, residents
are at a disadvantage because any claim they have on a CCRC that is
forced into bankruptcy is subordinate to the claims of secured creditors,
such as tax-exempt bondholders and mortgage lenders. As a result,
residents are grouped with all other unsecured creditors, which generally
include everyone who does business with the CCRC, for recouping any
financial losses in the case of CCRC financial distress.” (GAO 2010)
In other words, CCRC residents are last in line to the bond holders. Not only
that, but being at the bottom of the totem pole means that residents don’t have
much control over how management responds to the community’s financial
problems. While the community desperately needs to fill its empty apartments,
sometimes it’s easier to raise rates on existing residents to help meet shortfalls:
“…CCRCs in financial distress may need to increase monthly fees beyond
the typical yearly increase outlined in the contract. Such increases can
occur for a number of reasons—for example, to continue to operate when
occupancy rates drop, to make necessary or deferred physical
improvements, cover unplanned increases in operational expenses such as
rising labor costs, or to keep the facility competitive in order to attract new
residents.” (GAO 2010)
While communities usually have some wording in their contracts related to
maximum annual fee increases, management has the upper hand over residents,
since a bankruptcy is against the interest of residents. Therefore, residents who
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are at risk of losing their entrance fees (which can represent a large portion of
their life savings in some cases) are more likely to agree to several increases in
monthly fees if it means saving the community from financial disaster.
Is the solution escrowing entrance fees? Some outspoken critics of CCRCs have
suggested that all money generated from the sale of CCRC apartments should be
escrowed during the entire time that the community is occupied. However, most
CCRC industry representatives feel differently:
“…completely escrowing entrance fees, or the refundable portion of
entrance fees, may not be practical or financially possible for CCRCs. The
general business model for CCRCs involves using entrance fee deposits
for facility operations, including debt service payments, provision of
residential and health care services, and facility repair and replacement.
The feasibility of constructing and operating CCRCs would not be
possible if CCRCs had to set aside and keep liquid enough funds to pay
all refunds in full when due.” (Cackley 2010)
In the same way that a bank is required to keep only a fraction of its depositor’s
cash on hand, CCRCs must also meet reserve requirements. Even in states that
do not have reserve requirement regulations, CCRCs are usually required by
banks to keep a certain amount of cash on hand:
“There are 12 States that do not regulate CCRCs, and within those States,
the providers—there is third-party oversight of the providers through the
financing agreements that they enter into. So, within the financing
agreements, there are reserves that are often required by the lenders.
There is [sic] reporting requirements to the lenders and also ratios that
providers must meet. So, in the typical situation, there is a high level of
lender involvement within a CCRC. In addition to that, several CCRCs
have chosen to be rated by the rating agencies, and that provides another
area of third-party oversight to the CCRCs.” (Erickson, United States One
Hundred Eleventh Congress Second Session Hearing Before the Special
Committee on Aging 2010)
This helps defray the cost of granting refunds if a community has above-average
refund needs within a short period of time. However, resident contracts usually
stipulate that refunds are not given until the apartment has been resold to
another senior. This means that the community doesn’t necessarily have to use
money from its reserve fund to pay for the refund. Instead, it can use the
entrance fee paid by the new resident to refund the estate of the old resident. The
result is that reserve funds aren’t used to repay entrance fees unless the
community cannot resell the apartment and enough time has passed that they
are required to furnish the refund:
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“With respect to making refunds, many CCRCs stipulate in their contracts
with consumers that entrance fee refunds to residents’ or their heirs will
be made when the unit in question is resold and a new entrance fee is
received. As a result, the source of entrance fee refunds comes not from
liquid assets held by CCRCs, but by new entrance fees paid by incoming
residents. CCRCs do not need to have enough cash on hand to pay all
potential refunds at one time, and CCRCs generally do not have set-asides
specifically for refund purposes.” (Cackley 2010)
Still, some CCRC residents have advocated that a CCRC either have sufficient
savings on hand to make all residents whole or have some way of compensating
residents in the event of a bankruptcy. It sounds easy, but in practice, the
situation is much more complicated:
“If one wanted to know whether a CCRC could refund the deposits in the
event of a liquidation, as was the case with Mr. Prine’s CCRC, one would
need to determine if a CCRCs assets were equal to or greater than its
liabilities. Liquidation is really only relevant after a CCRCs financial
condition has significantly deteriorated, so it is likely that at the point
liabilities would greatly outweigh assets. Whether the residents would
actually maintain or receive their refundable deposit would generally
depend on the ability find a buyer for the CCRC and that buyer’s
willingness to assume the refund obligations. Again, this would be very
difficult to measure.” (Cackley 2010)
In other words, in the event of bankruptcy, everything becomes more difficult.
Since the property is considered “distressed,” investors swoop in to try to
purchase the community for pennies on the dollar. No one really knows how
much the property is worth until after the sale is over and the proceeds have
been tallied.
The other option for keeping resident entrance fees intact is, as mentioned above,
placing all of the entrance fees into an escrow or investment account and holding
them until residents need their refunds. Again, this sounds like a great solution
at first glance, but escrowing entrance fees leaves CCRCs with the same
problems that are faced by pension and insurance funds across the country: who
do you pick to manage the money, and how do you decide which investments
are safe?
Since the entrance fees in large communities amount to tens of millions of
dollars, CCRCs would have to hire outside investment firms to manage the
money. The problem then becomes: How do you manage the money? Should we
hold all of this money in cash or put it in mutual funds? Who manages those
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mutual funds? What happens if there are losses in the stock market that impact
the funds? The list of questions goes on and on, creating many more problems
than the escrowing of funds was originally meant to solve.
Not only do you encounter difficulties with the endowments created by the
entrance fees, but you also have a problem related to amenities. CCRC
developers are able to construct their communities with multiple dining rooms,
theaters, exercise studios and other attractions because they use entrance fees to
pay for these things. That’s what makes CCRCs different from rental
communities. If you escrow entrance fees for the life of the resident, you make it
much harder for builders to be able to finance these types of services. If the final
CCRC looks like a rental community, when even bother moving to a CCRC?
Why not just pay a monthly fee and go without the formal dining room with the
special wine cellar?
The best solution might be to create entrance fee insurance whereby residents
pay an extra premium when they move in, and are protected again loss in the
event of a CCRC bankruptcy. The benefit of this sort of situation is that CCRCs
would be forced to undergo underwriting. In the same way that you have to
answer a series of questions in order to get life insurance, CCRCs would be
required to prove their financial stability to a third party with a long-term
interest in ensuring the stability of the company.
To date, there are no companies offering this service. If more communities come
forward with bankruptcy claims, state or federal governments might step in and
require this type of insurance. However, at the moment, residents have no
guarantee that they will still receive their entrance fees following a CCRC
bankruptcy.
I should close by adding one thing: CCRC owners don’t want to see their
campuses encounter financial difficulty. It’s bad for business. If word gets out
that it’s not uncommon for seniors to lose their entrance fees in CCRCs, then no
seniors will step up to pay an entrance fee. This is bad for CCRCs all over the
country, since one bankruptcy like the Covenant at South Hills bankruptcy can
scare away new residents for several years. Therefore, CCRC owners work hard
to ensure that residents receive all of the services promised to them and that the
residents’ deposits remain safe and intact.

The Ownership/Management Issue
One of the more contentious areas of senior housing right now is whether or not
a CCRC ought to be managed by the same organization that owns the
community. In the past, for-profit development companies have partnered with
local nonprofit organizations to construct large retirement communities. The
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partnership has historically been beneficial: the development and management
companies get paid to facilitate the community’s construction, and the nonprofits
serve local seniors.
However, this type of relationship breaks down when nonprofits get in over
their heads. As in the case of Covenant at South Hills, B’nai B’rith was not wellequipped to adapt to low occupancy in the community following the opening.
Additionally, most residents don’t understand that the “sponsor” is not the same
thing as the “manager.” Nonprofits don’t have a lot of experience managing
retirement communities, so they will often (but not always) hire an outside
management company to provide the day-to-day operations and decisionmaking. The nonprofit still retains control, but the community is effectively being
run by an outside, for-profit company. Lawyer Katherine Pearson explained it
during her 2010 testimony:
“Ownership is still in the hands of nonprofits, but management is
increasingly ‘contracted out,’ and in the hands of management companies
(which are often for-profit companies). Residents indicate to me that they
would like greater accountability from nonprofit affiliates for the
management issues and financial operations of their facilities.” (K.
Pearson, Testimony to the United States Senate Special Committee on
Aging 2010) (emphasis in original)
Charles Prine put it this way:
“…in the fine print, in the Disclosure Statement, the big, thick document,
it does say somewhere in there that they [B’nai B’rith] had never run an
assisted living—or they had never run a continuing care community
themselves before. But everything else was promoted with the idea that
they are the most experienced housing people in the country, and this is
just going to be a wonderful thing.” (Prine 2010)
He continued:
“The Covenant community was misrepresented to us. The Concordia
community that owns the place now was very clearly represented to us
because the president of that organization came and talked to our
residents before they acquired it and wanted to be very sure that he had
our support. He promised that they would have—the people we would
have a voice on the board and things like that.” (Prine 2010)
In fairness, the Disclosure Statements were fairly clear about the management
structure:
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“It [Covenant at South Hills or ‘CSH’] is a controlled affiliated of B’nai
B’rith Housing, Inc., a not-for-profit corporation that has received an IRS
letter determination confirming its status as a “501(c)(3)” tax-exempt
organization under the Code.”
“CSH has no direct experience in the operation or management of lifecare
retirement communities. Because CSH has no direct experience in the day
to day operations of a lifecare retirement community, a qualified
professional management company with such experience has been
engaged to provide management services.”
“The Covenant is owned by CSH, a nonprofit Pennsylvania corporation
which has received its designation as being exempt from federal income
tax under Section 501(c)(3) of the Internal Revenue Code. CSH is a
controlled affiliate of B’nai B’rith Housing, Inc., a 501(c)(3) not for-profit
organization and will be financially accountable to B’nai B’rith.”
One could argue that it was poor advertising on the part of B’nai B’rith that
residents did not understand the true operating structure of the community.
However, many other communities operate this way and don’t encounter any
financial problems. It is simply by virtue of having gone through a spectacular
bankruptcy that Covenant has come into the spotlight.
Another example of a complicated management/ownership structure is the
former Erickson Retirement Communities. A 2009 article in The Bond Buyer
explains:
“‘Erickson’s corporate structure and its municipal bonds are probably the
most complex situation that I’ve encountered in [municipal bonds],’ said
Edward Merrigan, director of research at Ziegler. ‘You have the parent,
then you have all the subsidiary landowners — for-profit landowners and
building owners at the Erickson level — and all of those landowners have
a corresponding not-for-profit.’
Erickson builds and develops CCRCs through its subsidiaries that own
the land. Most Erickson communities have 1,400 to 2,000 units at full
build-out among three or four ‘neighborhoods.’ A not-for-profit
organization leases the site from the land-owning Erickson subsidiary.
While the nonprofit pays lease payments to the land-owning subsidiary, it
also collects reservation payments from prospective residents to hold
units. Once the nonprofit receives reservations totaling 10% of the cost of a
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neighborhood’s development, the Erickson subsidiary takes out a bank
loan to finance initial construction costs.
When units are complete and ready for occupancy, soon-to-be residents
then pay settlements to the not-for-profit. That organization then loans the
settlements to the Erickson subsidiary, which uses the funds to pay
additional construction costs not met with the bank loan.
After meeting occupancy goals, the nonprofit and Erickson enter a
purchase option agreement in which the nonprofit receives the sole right
to purchase the CCRC. The nonprofit then sells tax-exempt municipal
debt through a conduit issuer to generate the necessary funds to buy the
development from Erickson. The company then pays down the
outstanding bank loan held by its subsidiary with the bond proceeds.”
(Kaske, Major CCRC Developer in Chapter 11 2009)
If that isn’t enough to make your head spin, then you’re a business genius. Is it
fair to ask a senior citizen to understand how these deals are structured and
invest a large portion of their life savings in a community that needs so many
subsidiaries and payment structures to keep it profitable? Thankfully, at least
some of these complicated structures have been unwound as a result of the
bankruptcy process.
Ultimately, having a third party manage the property isn’t inherently bad. As a
potential resident, the most important thing is having a means of airing concerns
with management and, ultimately, with the board of directors. Both for-profit
and nonprofit companies want residents to enjoy their time at the community.
They both will do what it takes to ensure that residents are happy.
Having special provisions in the contract that guarantee resident positions on the
board and designate specific means for addressing concerns with management is
a good way for residents to have their grievances heard by those in charge of
daily community management.

Understanding the Contract
Finally, residents at retirement communities don’t always fully understand the
contract when they sign on the dotted line. This can lead to confusion at a later
date. For instance:
“One couple expressed their concern during Erickson Communities
bankruptcy case about fees paid to one facility that were used for
construction of apartments in other Erickson facilities. They were
concerned because they did not know about the leveraging until after the

110

bankruptcy case had been filed.“ (K. Pearson, Testimony to the United
States Senate Special Committee on Aging 2010, Cackley 2010)
One of the reasons that I wrote this book was so that residents of CCRCs didn’t
feel like the industry had pulled the wool over their eyes. Hopefully, after
reading my book (or at least reading up until this point), I’ve unraveled some of
the mystery. Yet, if you still don’t feel like you have a good understanding of
how it all works, then I would suggest not investing in the product.
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Chapter 18: The Senior Housing Industry Since 2009
The housing market has recovered spectacularly since the crash in 2007 and the
stock market has reached new heights. The result has been a dramatic uptick in
the number of senior housing deals. For many years, CCRCs were owned by
local or regional companies or nonprofits. By some estimates, up to 80% of
CCRCs were nonprofits. (Gerace 2012) But, that’s been changing recently. When
the housing market crashed, so did a lot of new nonprofit CCRC
developments. This caused a wave of acquisitions by for-profit providers
between 2009 and today, which has forever altered the landscape of senior
housing.
Additionally, investors are looking for more places to park their money, and
senior housing is the new “hot” think. Just this week, I saw three articles about
large institutional investors creating massive funds to invest in senior housing:
Health Care REIT, a large real estate investment trust, just sold its life sciences
portfolio and invested the proceeds (almost $575 million) in senior housing.
(Mullaney, HCN Sells Life Science Portfolio for $574 Million, Reinvests in Seniors
Housing 2015) Prudential Real Estate Investors also raised $629 million for its
investment into senior housing. (Ecker 2015) Finally, NorthSare Healthcare, a
non-traded REIT, is purchasing 15 CCRCs for $640 million. (Mullaney, NorthStar
to Acquire $640 Million CCRC Portfolio 2015)
So, in the last week alone, over $1 billion has been redirected at the senior
housing industry.
Is that a good thing or a bad thing? To be honest, I’m not really sure. For the
most part, I don’t think it will change life for seniors all that much. But, there are
some things to keep in mind:
Communities that used to be owned by small, local companies are now owned
and operated by much larger companies. This doesn’t necessarily make that a
bad thing. Rather, it’s a fact that senior should keep in mind when shopping for
retirement housing.
It isn’t always clear who owns what. Olive Garden is owned by Darden
Restaurants, but you never really see their name. It’s not that they’re being
secretive. It’s just that Darden owns about ten other chains of
restaurants. Similarly, Sunrise and Erickson are owned by much larger
companies. So, when you go visit the campus, remember that you’re visiting
part of a much, much larger company that has service lines in dozens of other
aspects of real estate and senior housing.
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Get ready for that “big company” feel. On the one hand, large companies
having significant ownership stakes in restaurants, shopping centers, and other
facets of American life has worked out well for us. We see a Wal-Mart sign, and
we know instinctively what types of things we can buy there. It sets our
expectations and helps us to understand the types of services offered in one
location.
On the other hand, we’ve all had the experience of eating at a restaurant that
“got too big.” There will be senior housing chains that fail because they cut costs
too much and service gets sloppy. There will be others that people flock
to because they offer the best service for the best price.
We tend to distrust big corporations, and I think for good reason. But, yet, we all
eat at chain restaurants, shop at chain stores, and buy products from the same
big online retailers. Is it really a big deal if retirement communities follow suit?
Would having a few national chains control the entire market impact consumers?
I see several benefits to moving into a community owned by a large investor:
Most large firms have better access to capital. Smaller retirement communities
have to work harder to get credit in the event of financial difficulty, and it’s more
expensive. Larger firms can negotiate for loans and financing on a much more
national basis, making it easier to finance campus improvements or new
communities. They also have better access to development consulting and other
services, which might be prohibitively expensive for smaller companies. Overall
this is good for residents, since providers can get the funding their need in a
more efficient manner.
Standards and procedures will likely be more uniform. Ever visited a family
restaurant that just didn’t function well? The cash register was too close to the
buffet line, and the tables didn’t leave enough room for servers to walk? Well,
most of those issues have been solved in chain restaurants.
As firms get larger, they learn which strategies work the best, and they
optimize their organizations. That’s good news for senior housing where staff
have to handle a large array of situations and can benefit from additional
training that smaller companies might not have been able to provide.
Lifestyle improvements. Larger corporations will probably be better-suited for
creating amenities and activities that improve residents’ quality of life:
-

Better activities. Smaller companies usually rely on one dedicated
activity coordinator to handle all aspects of resident life. If there were a
few national providers, these organizations could pay a department of
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-

people to craft activities, travel, or other amenities that would help
improve resident quality of life. Since large corporations can negotiate on
a grand scale, these services might also be cheaper.
Travel agreements. Expect agreements amongst communities in the same
chain would allow seniors to effectively visit any city in the country and
always have a place to stay.
Better technology. Large corporations can afford to investment in aging in
place technology, which might help seniors stay independent for longer.

There is some bad news, though:
Managers won’t always care as much about customers. To be fair, this is an
issue that every company faces. As a business owner or manager, your goal is to
make money. Most of the time, you do that by making the customer happy. But,
sometimes that goal can be obscured, especially when managers have bonuses or
other competing interests at hand.
It’s worse in corporate situations where managers get bonuses based on financial
performance. This can sometimes lead to short-term thinking, which is not
always in the best interest of the customer.
For example, real estate investors and hedge funds are under enormous pressure
to improve their return on investment, and sometimes this means taking more
aggressive approaches to investing. Some of these plays will pay off. Others will
blow up.
Risk can increase. Aggressive growth strategies in a large provider of senior
housing can blow up quickly if the market shifts at the wrong time. What’s
worse is that communities that are perfectly healthy and vibrant can be dragged
down by disasters in other parts of the country. For instance, declines in real
estate in one part of the country can impact sales at retirement communities in
that area. If these communities are owned by a regional provider, then no one
outside of that area is really impacted. However, a national provider that has
trouble in one market might be tempted to pull cash from an otherwise healthy
community to help cover the costs.
Parting Thoughts
None of these benefits or drawbacks are set in stone. There are plenty of
corporations that begin shaving services and customer care as they get
bigger. Also, there are plenty of companies that are huge behemoths and yet still
manage to make customers happy every single day. The success or failure of a
national chain of senior housing communities depends largely on the way the
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company is run, which is why it’s really, really important that these companies
hire good managers.
I can’t say for sure if the consolidation trend is good or bad. In fact, it doesn’t
matter because it’s going to happen one way or another. It will certainly impact
residents’ lives, although not necessarily in bad ways.
My instinct is to rattle my saber and declare war against the invasion of Wall
Street. Seniors shouldn’t have to worry about their home being sold at a
bankruptcy auction after hotshot managers make silly decisions and invest
foolishly. But, then again, that sort of thing happened in the industry prior to
Wall Street arriving.
Ultimately, I think the rules of the game will have to be rewritten a bit, and,
unfortunately, it will be big corporations wielding the pen. Competition will
continue. Consolidation will continue. There will be bankruptcies, but, by and
large, the ramifications will be felt only for managers and debt holders, not
seniors themselves. However, the benefits of consolidation mean that seniors
might see better amenities and more activities.
What do I see in the future?
One topic that people bring up time and again when I speak to crowds is where
senior housing is headed over the next 10-20 years. Like most of my readers, I
enjoy pontificating on the subject, so I’ll give you my two cents.
In the short term, things will stay just the same. For seniors who want to move
into a CCRC, now is a good time. You can sell your home for what is probably
way more than you ever imagined. Although most CCRCs are at capacity or
near it, getting on a waiting list now can be to your advantage.
In the long term (10+ years from now), I have some serious doubts about how
the model will work. For one, seniors have to be able to sell their homes in order
to move into a CCRC. For them to be able to sell their homes, they have to find a
willing and able buyer. Unfortunately, my generation and those to follow are
facing substantial economic headwinds that will make it harder for us to
purchase large homes.
Thus, we might see home values stagnant in the long term due to the economic
challenges faced by younger generations. This will cause the CCRC market to
struggle with filling new apartments.
I also think that over the next 20-30 years, growing income inequality will make
it harder for developers to market luxury products since fewer and fewer seniors
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will be able to afford it. However, this isn’t the end of the world for senior
housing. Developers will likely scale down their CCRC projects and focus on
creating more value for less money.
Overall, I don’t think that any of the readers of my book need to worry about
these long-term trends. It will take many years for most of this stuff to even be
an issue. For now, focus on the benefits that you might get out of a CCRC.
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Chapter 19: Investigating your Community
It may be hard for a potential resident to tell from the outside whether or not the
management team is doing a good job. Just because the community is clean and
well-kept does not mean that residents are happy or that management is doing a
good job handling its responsibilities.
However, it isn’t as easy as it sounds. Here are some insider tips to help you spot
trouble on the horizon:
Google It. It sounds silly, but you can learn a lot about a community just by
going to your favorite search engine and spending a few hours poking around.
Retirement communities (as well as everyone else in the business world) spend a
lot of time making sure that their community’s website is listed at the top of the
page in Google. So, if you want any information besides the basics, you’ll want to
click past the first page of results and see what lies beneath the polished surface
of the web. Take some time and read through all of the results, especially
governmental filings like property tax exemptions. You might also find some
news articles if the community has had any issues that made it to the press.
Look for Accreditation. Your best bet is to see if the community is accredited by
CARF International (specifically the Continuing Care Accreditation Commission,
although the CARF website contains all that you need to know about
accreditation):
“As of April 2010, 300 CCRCs had become accredited by the Continuing
Care Accreditation Commission (CCAC), according to a commission
official. Accreditation involves an initial review that assesses CCRCs on an
extensive set of standards.” (GAO 2010)
The organization reviews the CCRC and requires the community to submit a
quality improvement plan if it’s found to be deficient. Communities receive one
of three ratings: five-year accreditation, nonaccreditation, and accreditation with
stipulations.
“Nonaccreditation” status means that the community has serious deficiencies
that call into question the organization’s stability, and “accreditation with
stipulations” means that CARF requires ongoing reporting from the community
until problems are remedied. A five-year accredited community must still
provide annual reports on its performance, and CARF may require additional
information at any time.
You can find all of the information related to accreditation on CARF’s website,
www.carf.org.
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While you’re there, you should also download the “CARF Consumers Guide to
Understanding Financial Performance and Reporting in Continuing Care
Retirement Communities.” It’s got great information regarding what to ask
(including checklists!), and gives you enough of an explanation of accounting
principles that you can understand the basics of the community’s financial
statements. Do yourself a favor, and read the whole thing twice (after you’ve
finished my book, of course).
Check S&P Ratings. Some CCRCs have been rated by Standard and Poor’s
(www.standardandpoors.com). You’ll have to create an account, but, if the
community has been rated, you’ll be able to see some information about the
financial health of the community.
Read Your Documents. Even if your community is accredited, you’ll want to
review the Disclosure Statement and Resident Agreement with a fine tooth
comb. You’ll want to know what sort of responsibilities the community has to
you, the resident, and what you need to do to hold up your end of the bargain.
The Disclosure Statement also contains the financial statements of the
community. You can use the CARF guide, as described in the previous section, to
help understand them. You can also ask your financial advisor to take a look.
However, the financials in the Disclosure Statement are, by nature, dated. They
must be audited by a third party firm before they’re included in the document,
so they’re likely at least a year old. How are you supposed to learn anything
from that information? What if the community suffered a big loss in the prior six
months? The unfortunate answer is that there’s no obligation on the part of the
community to provide you with any additional information.
While the financials in the Disclosure Statement are dated, they do tell you
something about the community. If the community is stable, and the financial
returns are stable, then, barring any big surprises, it’s likely to still be operating
well a year later.
If, after reading everything I’ve already mentioned, you’re still looking for more
information, consider the following:
Find state laws regarding CCRC operations and read through them.
Complete an open records request with the state to see if the community
has any outstanding issues with regulators.
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Meet the executive director of the community and make sure that the
person is trustworthy and appears competent.
Go with your gut if anything seems awry.
Insist on Resident Board Positions. Don’t stop at reading the Disclosure
Statement and Resident Contract. While most CCRCs run fine without a resident
on the board of directors, I personally would insist on living in a community that
has at least one seat on the board reserved for an elected (as opposed to
appointed by management) resident. In fact, some states have requirements that
residents be allowed to self-organize:
“In many CCRCs, the residents are active and vocal about governance
matters. Pennsylvania assures the residents of a right to self-organization,
and further provides that a board of directors or a designated
representative shall hold quarterly meetings with the residents for free
discussion of subjects including, income, expenditures, financial matters,
and proposed changes to policies, programs and services. At least seven
days notice shall be given for each quarterly meeting.” (K. Pearson,
Continuing Care Retirement Communities, State Regulation and the
Growing Importance of Counsel for Residents and Families 2006)
Furthermore, having a resident on the board of directors helps all residents get
information about what’s going on in the community. Having a resident sit on
the board allows news to trickle down regarding management’s activities.
Whereas it might take months or a year for you to find out if the community is
having financial difficulty via the Disclosure Statement, having a resident on the
board means that you find out new information whenever there is a board
meeting. Plus, the residents will know about impending renovation or
redevelopment plans prior to the official announcement. The resident board
member can also serve as an advocate for the residents, pushing for policies and
decisions that benefit residents the most.
In some cases, residents have been the ones spearheading campaigns to improve
management at CCRCs:
“An older case from New Jersey demonstrates the importance of financial
accountability of CCRCs to their residents. In Onderdonk v. Presbyterian
Homes of New Jersey, fourteen residents united in their opposition to
management. The residents brought suit against their nonprofit provider,
seeking declarative relief, appointment of a receiver and a constructive
trust, and damages stemming from allegations of mismanagement. The
residents’ requested relief was granted in part and denied in part in the
New Jersey Supreme Court’s final decision.” (K. Pearson, Continuing Care
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Retirement Communities, State Regulation and the Growing Importance
of Counsel for Residents and Families 2006)
While you might not be interested in serving on the board, it’s in your best
interest to live in a community where at least one resident has the opportunity to
do so.
Pay Attention on your Visit. If you’ve done everything I’ve mentioned above
and still don’t have a good feel for the community’s stability, there are a few
others things that might be indicators of bad management:
Too many empty apartments. By far the biggest warning sign is when
there are too many vacant units on the campus. Sure, in this economy,
almost all communities have vacant apartments. But, if you find the
marketing coordinator is offering you a choice between dozens of
apartments, then the community is probably having trouble keeping those
apartments occupied. If it’s a new community, you’ll want to figure out
whether or not the units are filling up on a schedule. Ask about how many
new move-in’s there are each month and how many total apartments are
occupied. If there aren’t at least 3-4 move-in’s (apartments, not new
residents) per month, there might be trouble brewing.
Unhappy workers. If you pick up on the fact that the marketing managers
are unhappy or upset with management, then it’s a good bet that the rest
of the community’s employees are unhappy. When people don’t enjoy
their jobs, their performance slips. You don’t want that at the community
that you’ll be calling home.
Disorganized or unprofessional sales visit. I’ve certainly seen a lot of bad
sales pitches in communities that were full. However, if the marketing
office isn’t organized enough to sell you on the community’s amenities
and activities, then it probably won’t do a good job marketing to other
potential residents. If management isn’t making sure that potential
residents see the best side of the community, then it’s a good bet that
management isn’t paying very much attention to the rest of the
community’s operations.
Finally, consider buying a smaller apartment. When the community completes
your financial qualifications, it will assess how much you can afford according to
its own rubric (See Chapter 7 on financial issues.) Take whatever they say that
you can afford, and buy something smaller. You might regret not having as
much space, but it also frees up your money for other purposes, and it gives you
a little bit more freedom, in the event of a worst case scenario (however unlikely
that occurrence).
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As a consumer, it’s in your best interest to make sure that your future
community is in good hands. However, it’s hard to get that sort of information
these days. Retirement communities want you to move in, so if you’re at all
worried about the financial stability of your chosen CCRC, then insist that the
community either becomes accredited or provides an independent, third-party
account of their finances.
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Chapter 20: A Word about Nursing Homes and Assisted
Living
Nursing Home Compare is Broken
For a long time now, I’ve written about how consumers can use Medicare.gov’s
tool, Nursing Home Compare, to get ratings for skilled nursing facilities in
their area. However, in 2014, I decided that I can no longer endorse the use of
Nursing Home Compare (http://www.medicare.gov/nursinghomecompare/)
use as a tool for deciding between facilities.
Nursing Home Compare is a website created and maintained by the Centers for
Medicare and Medicaid. The most useful thing about it is that you can search by
city, state, county, and ZIP code for nursing facilities. Once you find facilities in
your area, you can see which ones accept Medicare and/or Medicaid. You can
also get an idea of how large the facility is and its ownership structure.
Nursing Home Compare also offers ratings of nursing homes. They offer up to 5
stars based on staffing, health inspection, and quality measures. There is also a
section that lists specific complaints like bed sores and the use of physical
restraints.
When I found the site several years ago, it seemed like the best way to find
quality nursing homes in any part of the country. However, there have been
complaints about the accuracy of Nursing Home Compare’s ratings for a while.
In 2014, several articles came out that make it impossible to ignore the
problems. According to the New York Times: (Thomas 2014)
“Only one of the three criteria used to determine the star ratings — the
results of annual health inspections — relies on assessments from
independent reviewers. The other measures — staff levels and quality
statistics — are reported by the nursing homes and accepted by Medicare,
with limited exceptions, at face value.
“The ratings also do not take into account entire sets of potentially
negative information, including fines and other enforcement actions by
state, rather than federal, authorities, as well as complaints filed by
consumers with state agencies.”
The remainder of the article goes into greater depth about how ratings are
calculated and instances in which highly-rated nursing homes did not provide
adequate patient care. (It’s a good article, and well worth the read if you have
family members who need skilled nursing care.)
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I had used the ratings for a long time for my own purposes, but, frankly, had a
few doubts about how accurate they are. Given the relatively infrequent visits
made by government officials and the ability of savvy nursing homes to game
ratings, it wasn’t my favorite website. But, it offered the only comprehensive
source of nursing home ratings in the country.
I still use the site if I’m looking for information about a nursing home based on
its location, but, other than that, I try to shy away from it. In fairness, CMS did
take steps to revamp its rating system following the release of the New York
Times article. However, at present, a consensus has not developed regarding
whether or not the reforms will make a difference in the accuracy of nursing
home ratings.
What should consumers do with this information? Well, a few things:
You can still use the site to find nursing homes in your area. It’s pretty straightforward to type in your city, state, and ZIP code and narrow your search to a
specific area. This is super helpful if you’re just getting started and need a quick,
all-in-one place to find rating information.
You can still use the site to find basic information about a community. Nursing
Home Compare still has a wealth of information: ownership, inspection reports,
type of payments accepted, and location. So, feel free to use the site to help you
learn more about potential skilled nursing facilities.
You can’t trust the site to provide accurate ratings. Unfortunately, you just can’t
trust what you see on Nursing Home Compare. It’s too easy for nursing homes
to game the system right now, and that means that the ratings just aren’t
indicative of quality of care. Even using it to weed out seemingly poorperforming providers isn’t a good recipe for finding the best nursing home.
However, here are a few other ways of checking the quality of care at a senior
housing community:
Call your local ombudsman. Nursing home ombudsman are awesome resources
that you can use free of charge. You can find your ombudsman by searching the
National Consumer Voice website and clicking “Locate an Ombudsman.”
http://theconsumervoice.org/get_help
Make multiple (sometimes unannounced) visits to the facility. I’ve heard of
unscrupulous marketing agents who spray deodorizing spray in the skilled
nursing wing of a retirement community prior to a scheduled tour. Of course,
they do this because the nursing staff isn’t doing a good job of removing odorcausing soiled clothing, diapers, or wound dressings. But, because you only
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arrived for the “official tour,” then you won’t see (or, rather, smell) the truth.
Another reason to make multiple visits is that, especially when you’re not
accompanied by marketing agent, you have a higher chance of observing staff
members revert to their “natural behavior.”
Talk to other families in the parking lot or hallways. Now is not the time to be
a wallflower. If you want to learn more about a skilled nursing facility, the best
folks to ask are those who have been through the process with a loved one. To
that end, feel free to strike up a conversation with other families that you see in
the facility. They’re highly motivated to share “the gossip” with you and they
don’t have any competing interests (unlike the marketing agent whose job is tied
to filling beds). Note: Make sure you approach families in a respectful, discrete
manner. It’s one thing to do your own due diligence. It’s another to infringe on
a family who is going through a difficult time. Please do the right thing, and
don’t be obnoxious or ask them overly personal questions.
I’m continually reminded of the fact that skilled nursing, assisted living, and
dementia care are not easy jobs. The senior housing industry has a difficult
problem: How can it make money, offer the highest possible level of care, and
provide an affordable product? So far, no one has been able to provide a good
solution to that equation, and it’s only served to harm seniors during a very
vulnerable time in their lives.
Unfortunately, the odds are not in a consumer’s favor, and it’s very difficult to
find a good, one-stop source for senior housing information. Thus, I can no
longer recommend Nursing Home Compare as a viable option.
Assisted Living also has Some Major Challenges
In 2013, Frontline did a documentary called “Life and Death in Assisted Living.”
It was a stunning expose on the cruelty and neglect that some seniors had faced
at the hands of an assisted living provider.
While these incidents represent a somewhat limited demographic, the prevalence
of abuse and neglect in the senior housing industry is too high. Unfortunately,
due to budgetary restrictions, it’s very difficult for regulators to do much about
it. It is largely in the consumer’s hands to decide whether or not a community is
doing a good job.
If you have a friend or family member who is in a situation where they can’t
advocate for themselves, then it’s up to you to make sure that they’re safe. Here
are some tips for avoiding abuse and neglect:
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Don’t leave your loved ones anywhere that you feel is unsafe. Period. There is
a reason that we have intuition, and we should all exercise it a bit more. If a
place makes your skin crawl, then don’t let your loved one stay there. If you
smell strong odors, don’t let your loved one stay there. If you don’t feel
comfortable around the staff, don’t stay there. You’re not being rude; you’re
simply protecting your loved one.
Check state and national sites for information related to safety and care
violations. Nursing Home Compare is the big one for skilled nursing
ratings. Since assisted living and memory care don’t accept Medicare or
Medicaid, you’ll need to find your state’s inspection and complaint site for those
facilities. There is usually information on safety violations and complaints. You
can also call the state ombudsman for aging to get additional information.
Call your local ombudsman. The nursing home or assisted living community
will be able to help you find his/her number. You can also find it online at
http://theconsumervoice.org/get_help. The local ombudsman has a
responsibility to visit local senior facilities and help residents who wouldn’t
otherwise have a voice. While they can’t speak to specific residents or discuss
anything that would identify residents, they can tell you what complaints
they’ve heard about communities. Whereas Nursing Home Compare is a single
rating done over the course of a few days each year, your local ombudsman is on
the ground in your area almost every day. Their assistance is also always free.
Don’t just choose the most expensive facility. I can’t stress this enough. I’ve
heard of some places that were $6,500 a month and never brushed the residents’
teeth. I’ve heard of others that were $1,500 where they treated residents like
family. Make your decision based on what you observe and what your
investigations uncover.
Visit your loved one often, even if you trust the facility staff. Just being on the
site is your biggest defense against abuse. You’ll be surprised the things you see
if you just hang around for a few hours. Plus, the more you’re there, the deeper
relationships you’ll form with caregivers.
Check your loved one for sores, wounds, and other signs of abuse or
neglect. In the video, the biggest regret that everyone had was not checking
under grandma’s nightgown for evidence of trauma. Even if you think that
things are fine, you don’t want to take any chances. If you do discover abuse,
document everything and contact authorities immediately.
Complain about It
A consumers, we don’t realize how much of a voice we have. If you see
something that isn’t being done correctly or is causing residents or staff to put
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themselves in danger, then it’s up to you to speak up. There are several avenues
through which you can make yourself known.
Start with the Owner. Before you start calling governmental agencies, you
might start by asking to speak to a manager, and, if necessary, the owners
themselves. Since ownership of retirement communities vary from big
corporations to single owners, you can’t reliably judge what the response will be.
In some cases, providers will bend over backwards to improve care. Others
might not care or have the time to implement changes.
However, most owners want to know if something is being done incorrectly on
their campus. They genuinely care about their residents and want to make
things better.
If that doesn’t work, bring out the big guns. If you find that the owners are
unwilling to change their behaviors, you can take your complaint to a higher
level. Since senor housing communities are regulated by a number of different
state, local, and federal agencies, there are many different authorities with whom
one could register a complaint.
Continuing care retirement community complaints. Since CCRCs are regulated
by state departments of insurance (or health, depending on the state), you can
file complaints with the state office. Assisted living and nursing wings in the
community are regulated by the state as well (likely the department of health or
aging) and are also subject to complaint. Additionally, local authorities reserve
the right to fine establishments that pose a safety threat to occupants.
Ultimately, you do not have any guarantee that your complaint to a third party
will be addressed in a timely fashion. Therefore, you should act in a way that
protects yourself or your loved one. If you feel like your loved one is in danger,
you need to remove him/her from the situation immediately.

126

Chapter 21: CCRC at Home
Have you read all of this and feel that the idea of moving to a strange new
apartment in a strange new community is just too much for you? If you do, then
there’s a new product that might fit your needs. It’s called “CCRC without
Walls” or “CCRC at Home.”
The CCRC at Home concept is relatively new. It seems to be an offshoot of
traditional CCRCs that were having trouble attracting residents via traditional
independent living routes. In order to boost revenue and better serve client
needs, communities began offering to let residents stay in their homes while
paying an entrance fee and an ongoing monthly fee to the community. The idea
was that the resident would be guaranteed a room in assisted living or nursing
when the time came. In the meantime, some communities sweeten the deal by
adding in-home health care, home maintenance, and other perks.
Like most things that were popular during the recession, the concept of CCRC at
Home has gotten less and less press over the past few years. However, I expect it
to make a roaring comeback in during the next downturn.

Some Objections
Let me briefly describe the general idea and why I have some reservations about
the concept:
Communities that offer CCRC at Home typically create a separate entity that is a
subsidiary of the main community. This subsidiary handles all of the care and
home maintenance (if it’s included in the contract). It also contracts with the
existing community to provide in-home care services.
The resident contracts are usually offered in tiered format (gold, silver, etc.) and
are based on age and health status. As you get older and need more care, you
receive more and more services based on your plan terms. Eventually, the
community can either require you to move into one of its assisted living or
nursing rooms or, if your contract allows it, hire a nurse to care for you full-time
in your home. Each contract will have different stipulations as to how this works,
but the general idea is that you don’t have to leave your house until the last
possible moment.
Like most new products, CCRC at Home seems like a great idea. Yet, I remain
unconvinced at its brilliance. During an era when most large insurance
companies are exiting the long-term care market, why do individual retirement
communities think that they can do better?
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I can certainly understand the logic. Since the parent community already has the
infrastructure for a full continuum of care, why not utilize part of that existing
organization to start a low-overhead business that helps funnel new residents
into the community? Because the economy has dampened the demand for
independent living (which is considered somewhat of a luxury rather than a
need), most CCRCs are letting independent living residents stay in their
apartments for longer and longer, effectively transforming their campuses into
all assisted living apartments. Therefore, they have the room in their original
assisted living and nursing for additional occupants. Making agreements with
people in the community seems like a really good idea.
Ultimately, the deciding factor in the success of the concept will be whether or
not the entrance and monthly fees will be adequate, given the amount of time
that residents require care. Some members will die suddenly and not need
additional care. Others will live for years in nursing homes. On average, the
typical member should live just long enough to burn through most of their
payments, yet not enough to make the service unprofitable.
One concern is that the equation might be difficult to calculate with the necessary
accuracy. Since most of these CCRC at Home plans have small membership
pools, there a risk that one very sick resident could create ultra-high expenses for
the group. Then communities will have to figure out a way to pay for care for the
others who are now aging and need the services promised in the contracts.
Another worry is that making actuarial judgments is going to become much
more difficult. In a regular CCRC environment, the portion of revenue from
nursing and assisted living is usually much smaller than independent living.
Thus, the community is somewhat diversified against the threat of a long-term
nursing home resident. However, CCRC at Home derives the overwhelming
majority of its revenue from high levels of care. They are less insulated from the
impacts of increased lengths of illness; it is a pure insurance contract. Therefore,
what happens to your neighbor can impact you, since the proceeds from the
monthly and entrance fee payments are pooled.

Tips when Considering a CCRC at Home
If you’re interested in the concept, here are some things to consider when you
begin your search:
Get an idea of how their finances work. Since CCRCs at Home bear an uncanny
resemblance to long-term care insurance, you can bet that they will be paying out
large sums on money to help provide care for their members. Therefore, you’ll
want to pay close attention to what happens to entrance and monthly fees. Are
they investing the extra money that they’re not using? How much are they
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spending on overhead like rent, utilities, and management? How much goes to
residents? If all of the members had claims at once, could the community afford
it?
You might need to have your accountant or your financial planner take a look at
the Disclosure Statement in order to fully understand how the organization
functions. But, learning more about the way a CCRC at Home is managed is key
to deciding if it’s a good investment or not.
Understand the business structure. Similarly, you want to understand exactly
how the community has structured their CCRC at Home. I’ve already stated that
most CCRC at Home companies are structured as subsidiaries of the existing
campus. But, this isn’t necessarily the case. It might be a separate company. It
might have a different profit structure.
You’ll want to know how much responsibility the CCRC at Home has compared
to the existing CCRC. In the event of financial difficulties, the CCRC at Home
might not be able to get support from its parent company. Similarly, a struggling
existing CCRC might take excess cash from its CCRC at Home in the event that it
encounters financial problems.
Understand the exact benefits they offer. Since this is such a new product, the
industry is still working through what services are included as typical benefits.
You’ll have to read your contract and make sure that you understand the exact
services that will be provided and which will not. You will also want to
understand what is covered as part of your monthly fee and what will require
additional payment or copayment.
Understand the permanent transfer agreement. As in a normal CCRC, the time
might come when you absolutely must move into nursing or assisted living. In
some cases, the decision will be made by other people, and you may or may not
agree with their assessment. The terms and conditions by which you could be
required to move will be outlined in the membership contract.
Compare the contract to a long-term care contract. Ask yourself the following
question: If I can’t get these services for this price with an experienced long-term care
insurance provider, why is this retirement community offering it? The answer might
be that the retirement community is in a better position to offer those services.
Maybe it has lower costs of doing business. Maybe it knows something about
caring for people that long-term care insurance providers don’t know. But, you
should be wary of contracts that offer a large amount of services for a low price.
If you estimate the costs of your future care and decide that the price is twice as
high as the CCRC at Home charges, you should be asking some serious questions
with regard to the community’s financial stability.
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The Benefits of CCRC at Home
Now that I’m done raining doom and gloom over the retirement industry’s
newest product, I’ll take some time to say a few nice things about the product:
You don’t have to move… yet. If the idea of moving into a retirement
community is intimidating or off-putting, then you can delay the move by
purchasing CCRC at Home coverage. This will allow you to stay in your home
for longer. However, in the event that your health declines, you’ll still end up
moving to the campus for care.
You don’t have to worry as much about coordinating care. It’s intimidating to
coordinate care between different parties like home health, aides, and physicians.
Although different communities have different policies for care, you’ll probably
get better help using a CCRC at Home service than you will trying to navigate
the waters on your own. You’ll also only have to write one check a month for
home care and maintenance services instead of several.
You have some price protection. Assuming that the community that you choose
offers guarantees regarding maximum price increases and that it has the
financial ability to back up its guarantees, you won’t have to worry about paying
more for your care than you’re already paying. Even if there are no explicit
guarantees related to price increases, you will at least know which portion of
your care will be covered by the CCRC at Home contract.
CCRC a Home is a new and untested concept; that’s most of the reason for my
skepticism. However, if you think that you might be interested in CCRC at
Home services, you owe it to yourself to do the same research and investigation
that you would give to a normal CCRC.
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Chapter 22: Settling Into Your New Home
It may be scary to move into a new community, especially if you’re relocating to
a city where you don’t know anyone. But, don’t worry. Most communities have
residents who make the rounds to greet new residents. If your community
doesn’t offer the same greeting service, there are other ways to make friends:
Attend orientation. Most communities will hold a new resident
orientation once a month to help new residents get oriented in their new
homes. These events can be a good opportunity to get to know staff and to
ask questions that weren’t covered during move-in.
Join a club. There are plenty of activities in a CCRC to keep you busy for a
thousand lifetimes. Part of the reason you probably moved in was because
you wanted to take advantage of the activities. Now’s the time to take up
woodworking or golf. If you like wine tasting, organize your own parties.
If you want to knit or sew, there is probably a group for you. Plus, while
you’re busy pursing your passions, you’ll be meeting others just like you
who enjoy the same thing!
Get out of your room. If all else fails, just leave your room. Hang out in
the cafeteria or read a book in the library. At the very least, you’ll get the
opportunity to enjoy a new view or sit in the sun for a while. But, even
more than that, you’ll probably meet a few people who are interested in
learning more about you!
Don’t be afraid of moving to a CCRC because you don’t know anyone. There are
plenty of people and activities that happen every day in these communities.
Enjoy every minute of your life in your new home!

Join a Resident Association
Once you decide to make the move into a CCRC, you might consider joining a
CCRC resident’s association. Although there will likely be a local resident’s
council at your community, there are also state and national resident
organizations. These groups bring together residents from communities across
the state and country to advocate for their interests.
Check out Appendix II for more information about resident associations in your
state!
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Chapter 23: Last Thoughts
That was quite a journey! If you’ve made it this far, you already know almost
everything there is to know about senior housing. It’s gotten more complicated
over the past few years, and I’m betting it will get even more complicated as time
goes on.
I wrote this book to help people make the best possible decision about their
move into senior housing. Despite several high-profile bankruptcies in the past
few years, CCRCs still offer great value:
“The vast majority are financially stable and provide a style of living
which emphasizes healthy aging, have numerous options of living and
financial arrangements to meet a variety of consumer preferences, and
promote an active and engaged lifestyle.” (Erickson, Testimony to
Congress 2010)
It pays to be fully informed, and I hope that’s what you got in these pages.
If you liked this book, please let me know. I’ll be posting comments on my
website over the coming months, and I look forward to feedback! There are also
several other ways to learn more about senior housing:
Five stars on Amazon. Even though I won’t be writing any more senior housing
books in the near future, a 5-star rating on Amazon means a lot to me.
Read the blog. Most of the information in this book is also available on the blog,
SeniorHousingMove.com. I’ll also be adding links to important articles as I come
across them.
Tell your friends. If you have friends who are interested in senior housing,
please let them know about this book and the blog.
If you’ve read everything that I’ve written and still have some questions, feel free
to email me: Virginia@SeniorHousingMove.com.
I wish you all the best in your quest to find the perfect senior housing
community. Please, please, please enjoy your new home. These should be happy
years, and you deserve the best that money can buy.
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Appendix I: CCRC Boot Camp
I don’t necessarily think that finding a retirement community in five days is a
good idea. It’s a long process, so it shouldn’t be taken lightly. But, I understand
that sometimes, it’s easier just to dive in than it is to commit to a long, drawn-out
process. So, I’ve compiled a five day plan to find the best community in your
area.
Before you begin, gather your financial information and a notebook. Then,
reserve a week where you won’t have any other responsibilities or be distracted
by other things. Here’s how you’ll be spending your time:

Day 1: Research
During your research day, you’ll want to make sure that you have all of your
ducks in a row:
8:00am-Noon: Take stock of your financial situation.
If you haven’t already done so, you need to understand your financial situation.
Call your financial advisor if you have any questions.
Spend the morning looking through your records and completing the charts
below. Once you’ve completed the charts, do the math at the bottom of each
chart to figure out your total budget for senior housing.
For example, if you monthly income is $1,000, your maximum monthly fee
would be about $600. Similarly, if your net assets are $1,000,000, then your
maximum entrance fee is $666,667 thousand. These are industry norms, but they
don’t hold for everyone. If you are most conservative and prefer having
additional money on hand, feel free to lower your budget.
Monthly Income Calculation
Monthly Income
Pension Income
Social Security
Retirement Account Income
Rental or Property Income
Other
Total
Multiply by 0.6
Typical Maximum Monthly Fee

$_______________
$_______________
$_______________
$_______________
$_______________
$_______________
$_______________

Asset and Liability Calculation
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Assets
Home Value
$_______________
Retirement Acct
$_______________
Pension Plan
$_______________
Investments
$_______________
Other
$_______________
Total
$_______________
Assets-Liabilities = Net Assets
Divide Net Assets by 1.5
Typical Maximum Entrance Fee

Liabilities
Mortgage
Car Loan
Other Loans
Loan Guarantees
Other
Total
$_______________

$_______________
$_______________
$_______________
$_______________
$_______________
$_______________

$_______________

At the end of the morning, you should have established two numbers: maximum
entrance fee and maximum monthly fee. Write these numbers down in your
notebook.
Noon-2:00pm: Find local communities.
Determine your best choice for senior housing (independent living, CCRC, or
assisted living). Go to Google maps and sites like Senior Housing.net and
research local communities in your area. Start a notebook containing the name,
phone number, address, and location of each community. Makes notes about the
amenities offered at each community.
2:00pm-4:00pm: Narrow your search.
Now that you’ve got a list of local retirement communities, narrow your search
to the top three candidates. It’s hard to decide based on just a few websites and
an hour of research, but you should have an idea of the amenities offered by each
community. If you have trouble deciding, go with your gut, and pick the top
three that appeal to you. If you don’t like them, you can always go back later and
visit more communities.
4:00pm: Make appointments.
Now that you’ve decided on your top three choices, you’ll want to make
appointments to go visit. You have three slots for appointments: tomorrow
morning, tomorrow afternoon, and the following morning. When you’re done,
print maps to the communities of your choice, and print out a copy of questions
to ask during your visit (Chapter 9).

Day 2: Visits
Put on comfortable shoes; today you are going to go visit communities!
8:00am-Noon: Visit Community 1.
Have breakfast at the first community on your list, and then go for a tour of the
campus. Record your observations in your notebook, and take a copy of their
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Disclosure Statement and their Resident Contract. Review any questions that you
have about the campus, and take note of anything that you want to remember
later.
Noon-1:00pm: Lunch on your own.
Have lunch on your own, and take some more time to record your observations.
1:00pm-5:00pm: Visit Community 2.
Take an afternoon tour of the second community, and stay for dinner with the
residents. Again, record your observations in your notebook, and take a copy of
their Disclosure Statement and their Resident Contract. Ask any questions that
come to mind. After your visit, record your thoughts and observations.

Day 3: Visits
Two down; one to go!
8:00am-Noon: Visit Community 3.
Have breakfast at the third community on your list. Record your observations in
your notebook, and take a copy of their Disclosure Statement and their Resident
Contract.
Noon-5:00pm: Ask questions.
Return home for lunch, and make up a list of questions for each community. Call
each community with your questions. Record the answers for use later.

Day 4: Review Terms
Today you’re going to turn into a mini-lawyer.
8:00am-Noon: Read the Disclosure Statements.
Read through the Disclosure Statements for all of the communities you visited.
Look for any big red flags like outstanding lawsuits or poor financial
performance.
Check to see if any of your communities are registered with CARF International.
1:00pm-5:00pm: Read the Resident Agreements.
Read the Resident Contracts for the communities you visited. Make a list of the
pro’s and con’s of each community, and weigh your options.
Visit your financial planner if you have any questions. You might also send
copies of the documents to your lawyer and your financial planner. If you’re still
unsure, schedule an extra day or two to review the terms and understand the
issues before you commit to something that you don’t fully understand.
(Remember, this doesn’t have to be done in five days!)
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Day 5: Unannounced Visits/Negotiations
You’re almost there! Today is the last day, so if you’ve made it this far, the end is
in sight!
8:00am-Noon: Unannounced visits.
Drop by your top two communities unannounced. Start in the nursing home and
work your way back to independent living. Hang out in the lobby for a few
minutes and people watch. Talk to families who are visiting relatives in the
nursing home. Introduce yourself to residents. Take note of things that bother
you or don’t feel quite right.
Noon-1:00pm: Decision time.
Eat lunch on your own, and decide which of the two communities you feel best
suits your needs. When you’ve decided, call the community’s marketing agent
and make an appointment for the afternoon.
1:00pm-5:00pm: Negotiations.
When you have picked your top community, it’s time to negotiate. Read through
Chapter 11, and make a list of services or amenities that you would like as part of
your move-in package. See if you can get an upgrade to a larger unit. Remind the
marketing agent that you’re serious and ready to put down a check for the
deposit if they can accommodate your wishes. Once you’ve reached an
agreement with the marketing agent, sign the contract, and call your bank so that
they can start the process.
Congratulations on finding your new home! Now go have a drink. You’ve
earned it!
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Appendix II: CCRC Resident Associations and Other
Useful Sites
Resident Associations
The National Continuing Care Resident’s Association encourages resident
involvement, monitors legislative activity, and promotes the CCRC concept.
California: The California Continuing Care Residents Association (CALCRA) is
dedicated to improving the financial security and quality of life for CCRC
residents.
Florida: The Florida Life Care Residents Association operates a grassroots
advocacy network that influences state legislation for CCRCs.
Massachusetts: The Massachusetts Life Care Resident Association is a state
chapter of the National Continuing Care Resident’s Association; the organization
is composed of volunteers who strive to make the lives of CCRC residents better.
New Jersey: The Organization of Residents Associations of New Jersey publishes
reports on CCRCs, creates legislative updates, and studies investment and tax
issues related to living in a CCRC.
North Carolina: The Continuing Care Community Resident of North Carolina is
a statewide volunteer organization for residents of CCRCs.
Pennsylvania: The Pennsylvania Alliance of Retirement Community Residents is
a voluntary organization dedicated to advocating for residents.

Other Useful Industry Sites
There are hundreds of sites dedicated to helping seniors find the perfect
retirement community. I can’t even begin to list them all. Plus, I find lots of links
is somewhat overwhelming. Here are my favorites:s
CARF International provides accreditation for CCRCs.
Leading Age is the industry association for nonprofit senior housing
communities. The site has good information for consumers interested in learning
more about senior housing.
Nursing Home Compare (created by Medicare.gov) shows nursing home ratings
in your area.
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National Long-Term Care Ombudsman Resource Center has links to nursing
home ombudsmen in your area. The service is free.
SeniorHousingNet.com provides listings of retirement communities in your area.
California Advocates for Nursing Home Reform has excellent information about
all levels of care.
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