July 21, 2010

David Erickson, Covenant Retirement Communities (CRC) Vice President of Legal Affairs, voluntarily represented the American Association of Homes and Services for the Aging (AAHSA) and CRC at Senate hearings today on transparency and disclosure of information in continuing care retirement communities.
David represented providers across the country at this special hearing conducted by the U.S. Senate Special Committee on Aging.  In addition, David has worked tirelessly to chair an AAHSA task force addressing transparency and disclosure of information to consumers.  

A recent report by the Government Accountability Office (GAO) reviews CCRC’s and evaluates their accounting practices and regulatory oversight.  Covenant Retirement Communities worked with the GAO as it conducted its research and, in fact, voluntarily hosted representatives at Covenant Village of Northbrook in suburban Chicago last autumn.

One of the communities with financial difficulties cited in the report and named during today’s hearing is Covenant of South Hills in Western Pennsylvania.  Throughout the testimony of one hearing witness, this community was referenced only as Covenant.  

This community reference is unrelated to Covenant Retirement Communities and has never had any affiliation with CRC.

The Covenant Retirement Community model is strong.  We have been around for more than 100 years.  We are constantly assessing the economic climate we are in, and what is to come.  We plan for changes in the economy and help prospective residents make sound decisions when they are ready to move.

Covenant Retirement Communities holds the health and security of its residents as a high priority; that includes their financial health and their peace of mind.  It is consistent with Covenant’s charitable mission as a Christian organization.

We operate our communities with fiscal responsibility and strive for constant and complete communication with our residents about the management and stability of our campuses. 

That commitment extends to prospective residents as well.  We feel it is our responsibility and duty to be transparent about our stability for their health and living needs as well as our financial stability.

We offer several pieces of vital information to every prospective resident and we are available to discuss any item of concern or confusion to ensure that they understand the information and can make a decision that is best for them and their families.

At Covenant Retirement Communities, most of our residents choose an amortized refund plan.  In essence, the refundable amount is reduced by two percent each month over a 50-month period.  In a couple of instances this varies slightly, due to state regulations.  In every case, the terms are clearly stated in the resident agreement and the terms are reviewed with prospective residents.

For residents who do not choose the amortized plan, several have chosen the 90 percent refundable option.  There are other options as well, but the two primary plans chosen are the 50-month amortized plan and the 90 percent refundable.  We understand that entrance fees often represent a significant portion of a resident’s assets when they choose to move to one of our communities.  It is important to communicate our financial stability to cover those refunds if the situation arises.  

While there have been difficulties with some continuing care retirement communities, most CCRCs are financially sound, safe places to live, now and in the future.  In fact, based on research conducted by AAHSA, there has only been one community identified in the last ten years which underwent bankruptcy where resident refunds were eliminated.  That is the community mentioned at the beginning of this memo.  We empathize with residents of other communities that find themselves in difficult financial situations.  It not only puts a strain on their pocketbook, but also creates stress for them and their families.

CRC has a long history of commitment to our residents and their care, and our campuses are well-established.  CRC is a nationwide organization with fifteen campuses that can support the financial health of each other.  A well-managed system allows us to support our campuses and our residents financially and operationally.

Executive directors on each campus are always willing and able to answer questions of residents and prospective residents regarding the financial capabilities of CRC.

