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June 9, 2010

Stephen J Maag J.D.
Director, Assisted Living and Continuing Care

AAHSA
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• National Issues related to tax exempt 
bond audit, Fair Housing/Aging in Place 
and GAO study of CCRCs

• Healthcare reform
• Trends in CCRC programs and services
• Data and information on CCRCs
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• Ongoing, no resolution yet
• History, Mission Ridge 501(c)(3) $14 million 

VRDB in 2002
• Entrance fee model, refundable when new 

resident moves in or (rarely) hardship
• Fees held in unrestricted fund, commingled.  

General security pledge of funds, NOT 
perfected
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• The IRS was auditing the tax exempt bond 
financing

• Issue was how the entrance fees collected 
were treated

• Restricted funds allegation/theory by IRS 
created arbitrage issue
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• 12 requests for information, Notice of 
Proposed Issue 18 months ago, 
followed by Adverse Determinations 
Letter

• IRS has changed its theories 4 times on 
why funds are restricted, pledged, 
sound business practice, practice of 
investment,  GAAP restrictions
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• Appeal was filed a year ago and after appeal 
a meeting was held

• IRS indicated they would likely submit this 
issue for Technical Advice

• Draft facts and issue statement took 9 months 
(IRS took 7months), final documents filed 
April, 2010 

• Timeline uncertain
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• At a minimum would create a significant 
amount of work to track and show 
compliance with arbitrage rules

• Restrictions on funds could impact 
financing model and create problems for 
future financings

• Could also impact operations use of 
funds
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• AAHSA was asked to participate and 
raise money for appeal costs, has 
voluntary contributions from members 
with fundraising efforts ongoing

• Three other CCRCs have had issue 
raised one in SD and recently VA and 
OR  
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• Case began 4 years ago, in 2006 Ms 
Herriot was assessed as needing more 
care than provided in Apt., request 
made to move to assisted living

• Ms Herriot refused, asserted she could 
hire help to allow her to remain in apt. 
safely

• Ms Herriot filed suit Oct., 2006.
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• Ms Herriot claimed that the request to move 
to assisted living was discrimination based on 
disability and Channing House failed to 
reasonably accommodate her request to stay 
in her apt.

• She could meet the essential requirements of 
tenancy (i.e. live safely) and the private duty 
aides wouldn’t interfere with operation of 
community
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• Channing House asserted that it had a 
right under the contract to request the 
move when it was clear she could no 
longer care for herself

• CA. Law also prohibits retaining a 
resident in an apt. who needs that level 
of care
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• Court reiterated that state law makes Herriot’s 
request unreasonable

• Court further found that her request conflicted with 
her understanding when she signed agreement that a 
move to higher level of care might be necessary

• Request was an “unreasonable” accommodation in 
light of law and contract

• To allow private aides to provide all the assistance 
necessary would fundamentally alter the business of 
Channing House
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• Case has settled, terms not disclosed, 
weak legal precedential value

• Does clearly support the concept of 
moving through the continuum of a 
CCRC as set forth in contract

• As always FACTS are critical, different 
circumstances, different CCRC 
programs and different contract terms 
could make a difference in decision 
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• Channing House is example of this 
issue in a CCRC

• When/How to allow aging in place is 
impacted by state laws and community 
policies

• Impacts many settings, Iowa example
• CCRC should adopt consistent policy 

and look at options including creating 
home health/homecare entity
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• Contracts, are they consistent with 
aging in place, transfer process clear

• Regulatory issues (Iowa) what can you 
or can’t you do in certain settings

• Financial impact, loss of apartment 
entry fee revenue, low utilization in 
AL/SNF
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• Fair Housing/disability discrimination
• Risk management must be looked at 

differently with changing risk 
assumptions

• Resident finances, what can they afford, 
for how long before money is gone
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• Mobility aids
• Marketing
• Admissions Assessments
• Pets
• Age restrictions
• Personal care aides
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• Requested by Sen. Kohl no reason 
given (but Covenant at South Hills likely 
reason)

• Several discussions with GAO staff in 
Chicago, site visits, other interviews 

• Early indications of concerns relating to 
protecting residents funds

• 3 requests by Sen. Kohl
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• Identify the different ways CCRCs are 
structured and operate

• Determine the current nature and 
adequacy of regulation to ensure the 
financial solvency of CCRCs 
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• Identify best practices for minimizing the 
financial risk CCRCs may pose for 
residents (including best practices for 
ensuring CCRCs financial viability)

• Study out June, 2010?



!�������������
�������

• Conducting study in addition to GAO
• Requested information for LCS and 

Brookdale
• Meeting with staff
• Hearing very likely
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• Presentation will comprise two parts
• First I will talk about the trends, challenges, 

opportunities and how providers are 
responding

• Also give you some information on status of 
CCRCs
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• No matter what your opinion it is here and 
most likely here to stay

• Impact on most of senior care directly 
minimal, some impact on SNF portion

• Employer mandates may be a factor
• Eventually, could have a major impact though 

CLASS
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• Shift to focus on In-Home care through 
FMAP and demonstration projects

• Shift more focus on coordinated care, 
better transitions (bundling)

• Shift to more pay for performance 
• Shift away from 100% government 

through CLASS Act
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• Economy, Economy, Economy
• Occupancy lower but stabilizing in most areas
• Capital markets slowly opening
• Attacks on Not For Profit status (Erickson 

Article)
• Senate Aging Committee and GAO
• Workforce 
• Demographics
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• Variety of contract types
• Ziegler CFO survey shows this
• Contract types: A=40%, B=27%, C=36% 

Rental=12%
• Refundable 88%, Declining Balance 61%, 7% 

0ther; shows many had options
• 30% added options, 10% modified, 17% both
• 50%, 90% refunds vast majority
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• For CCRCs, many still have Type A & B, 
more fee for service and rental than in past

• Equity models small portion slowed by 
economy/housing

• Diversification of payment options is the trend
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• Marketing efforts raised
• Options such as promissory notes, staging, 

dedicated agent, deferred entrance fees, very 
few have lowered fees

• Educating consumers, understanding 
demographics

• Brookings study
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• Services/HCBS by far biggest trend
• Both in and out of campus
• Aging in Place, operational and financial 

issues
• Technology, “smart” homes, Wi-Fi, computer 

training 
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• Many more amenities
• Dining options
• Educational options/affiliations with colleges
• Wellness programs (not just exercise)
• “Green” programs 
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• Probably the least addressed because 
not a problem right now

• Emphasis on educational opportunities 
and career paths

• IFAS Core Competencies Report and 
Developing a Quality Workforce
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• Innovations in service delivery, 

expanding HCBS, more flexibility in 
where and when services provided, 
needs assessment

• Small house models
• Beacon Hill programs
• CCRC without walls
• PACE
• Affordable housing with services
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• First comprehensive list of all CCRCs in 
nation, uses basic definition

• 1861 total, all states except AK WY
• 82% NFP, 18% FP
• 55.5% in system, 37.9% single site, 

6.6% unclassified
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• 50% religious based, 21.1% Lutheran, 
17.6% Methodist, 13.8% Presbyterian, 
12.8% Catholic 

• Most have less than 300 units, 33% 
over 300, 8% over 500

• PA 189, OH 144, CA 129, Il 108, FL 
101, TX 86, KA 70, IN 65 IA65, NC 60, 
VA 56 (12th)
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• 2009 AZ100 published last summer

• Wealth of information
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• AZ100:  198,000 units, 935 
communities out of 1860 total (approx 
650,000 residents)

• 50% IL, 17% AL, 33% NF
• 50% CCRCs, remaining evenly split 

among stand-alone IL, AL, SNF
• 25% reported net reduction in beds
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• NF beds decreased from 21.1% in 2000 
to 16.3% in 2008

• 4 new NF, 24 closed or sold
• 44 added beds to NF, up from 34 in 

2007 (26CCRCs, 4 AL, 14 NF)
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• 43 states, MN most communities and 
most IL, AL & NF, PA most CCRCs 189, 
MI 39 

• AZ100 members in 29 of 30 MSA’s
• Minn/St. Paul most communities, LA 

Pitt. & NY most affordable housing
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• 25 largest, average debt is $74,000/unit, 
annual revenue $54,000 (higher 
proportion of IL)

• FTE’s per resident up from .59 to .62, 
high of 2.14 mostly NF beds, low of .21 
mostly IL
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• 79 of AZ100 offer memory support, 41% 
both AL and NC beds

• 76% offer HCBS, 84% of largest 25 
systems

• 27% had increase in HCBS from 2007 
to 2008

• Avg. age for those providing HCBS is 
75 years
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