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April 24, 2009 

Honorable Stephen J. Johnson, CPA 
Deputy Insurance Commissioner 
Commonwealth of Pennsylvania 
Insurance Department 
Harrisburg, Pennsylvania 

Dear Sir: 

In compliance with instructions contained in Examination Warrant Number 07-CP-520 
dated September 17, 2008, and in accordance with provisions of the Pennsylvania Continuing 
Care Provider Registration and Disclosure Act, (40 P.S. §3219), an examination was conducted 
of the books, records, and affairs of 

ARBUTUS PARK MANOR 

a continuing Care Retirement Community hereafter referred to as the “Provider” or “Manor.”   

This examination was conducted at the administrative office of the Provider, located at 
207 Ottawa Street, Johnstown, PA 15904. 

 A report of this examination is hereby respectfully submitted. 

SCOPE OF EXAMINATION 

The Provider was last examined as of June 30, 2002. 

 This examination covered the five-year period from July 1, 2002 through June 30, 2007, 
and consisted of a general survey of the Provider’s business practices and management, and an 
evaluation of the Provider’s financial condition as of the latter date.  Transactions subsequent to 
June 30, 2007, were reviewed and cited where deemed pertinent to the examination. 

Work programs employed in the performance of this examination were designed to 
comply with standards promulgated by the Pennsylvania Insurance Department (“Department”) 

The format of this report is consistent with the current practices of the Department and is 
limited to a description of the Provider, a discussion of financial items that are of specific 
regulatory concern, and a factual disclosure of other significant regulatory information. 

 For each year during the period under examination, the Certified Public Accountant 
Dennis P. Kotzan (“CPA”) has provided an unqualified opinion on the Provider’s audited 
financial statements in accordance with generally accepted accounting principles.  Relevant work 
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performed by the CPA during the audit of the Provider, has been utilized during the examination 
and incorporated into the examination workpapers. 

 The objective of this examination was to determine the extent of compliance with the 
Pennsylvania Insurance Laws and Regulations, specifically 40 P.S. §3202 and 31 Pa. Code §151.  

HISTORY 

 On August 24, 1966 discussions opened between the Western Pennsylvania Conferences 
of the Evangelical United Brethren and Methodist Churches concerning the joint construction of 
a community for senior citizens at the old Arbutus Park campground.  Funding began in the 
summer of 1968 when the United Aid Campaign of the Western Pennsylvania Evangelical 
United Brethren Conference designated $250,000 dollars as seed money.  On March 20, 1970, 
the Arbutus Park Manor Fund Raising Campaign was organized and the local religious 
community responded with the necessary financial support.  During June 1971, the building of 
Arbutus Park Manor was approved and on May 7, 1972 construction of the facility began.  The 
Provider commenced business on June 10, 1973. 

DESCRIPTION OF FACILITY 

Arbutus Park Retirement Community is a retirement community that is located on a 29 
acre tract in Richland Township, a community near Johnstown, Pennsylvania.  The Manor is a 
multi-level building which houses the personal care and skilled care residents, and the 
administrative offices.  The Manor supports one hundred-forty-one (141) nursing care beds and 
thirty-five (35) personal care beds.  Of the nursing care beds, forty-two (42) are designated for 
the Crossroads wing that is primarily established for dementia related behavioral disorders.   

In addition to the Manor, there are two apartment buildings which house sixty (60) 
apartments.  Forty-eight (48) of the apartments are efficiency apartments and twelve (12) are one 
bedroom apartments.  There are also seventy-one (71) cottage and townhouses.  The cottages are 
arraigned in single and duplex units.  The townhomes are arraigned in quad-unit structures.  For 
the resident’s convenience, there are four dining rooms, a beauty shop, a barber’s shop and a gift 
shop located in the Manor.  

The minimum admittance age for the two apartment buildings is sixty-two (62) years of 
age.  In case of a couple, one resident must be at least 62 years of age.  The age requirement may 
be waved in the case of a handicapped applicant under the age of sixty-two. 
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FEES AND SERVICES 

The Cottages are available in both single and duplex dwelling structures and are located 
along Wesley Drive and Otterbein Lane on the community campus.  People living in the 
Cottages must be at least 65 years old.  The cost ranges from $80,000 to $120,000, depending on 
the age, size, appraisal value, modifications or changes made by the previous occupants. 

The Town Houses are quad units consisting of four single units that share a common 
patio.  People living in the Town Houses must be at least 65 years old.  The unit cost ranges from 
$110,000 to $130,000, depending on the age, size, appraisal value, modifications or changes 
made by the previous occupants.  The investment in a Cottage is amortized for equity purposes 
across 10 years.        

 There are numerous services being offered by the Provider as part of the $250 monthly 
fee and they are outlined in the Provider’s sales literature.   

REFUND POLICY 

 The refund policy is applied for Residents only when they have been admitted to Nursing 
Care or Personal Care units.  The refund of the purchase price of the cottage is pro-rated over 
120 months.  The unused percentage is applied to nursing care or personal care cost.  

  Room and Board is paid a month in advance.  In the event of death or discharge from the 
facility, a refund of this monthly charge is pro-rated on a per diem basis.  The ability to pay is 
not conditional for admission to, or for continued stay.  The Provider participates in the Medical 
Assistance program and is so certified by the Commonwealth.  In the event that personal 
resources fall below a specific level, the office staff will assist the resident in completing the 
necessary forms for this program.  In addition, the Provider offers a substantial amount of 
benevolent care to these persons unable to meet their full financial obligations. 

MANAGEMENT AND CONTROL  

BOARD OF DIRECTORS 
 The Board of Directors consists of twenty-six persons.  At the initial annual meeting, 
nine members of the Annual Conference of the Evangelical United Brethren Church and nine 
members of that Annual Conference of the Methodist Church were elected and served as 
Directors for three, two and one-year terms.  Thereafter, the Western Pennsylvania Annual 
Conference of the United Methodist Church elects the Board with each member serving a three-
year term.  The Directors need not be members of the Annual Conference, but they must reside 



 

ARBUTUS PARK MANOR 

-4- 

within the boundaries of that Annual Conference.  The Board of Directors was comprised of the 
following members as of June 30, 2007: 

 

Name and Address Occupation 

Gary Bentz Banking Vice President 
Stoystown, PA    

Ronald Reinbold Retired 
Salix, PA   

Charles Darr Professor 
Ligonier, PA   

P. Richard Wilkinson CPA 
Johnstown, PA   

Randall Rodkey Attorney 
Johnstown, PA   

Richard Wilson Nursing Home Administrator 
Windber, PA   

Bruce Allison Insurance Agent 
Johnstown, PA   

H. Fred Barefoot Retired 
Alum Bank, PA  

James Bruce Retired 
Johnstown, PA   

Richard Burns Minister 
DuBois, PA   

Robert Callihan Retired 
Johnstown, PA   

Fred Doverspike Retired 
Rochester, PA   

Charles Fowler Retired 
Johnstown, PA   

Nancy Grove Professor 
Johnstown, PA   

Patricia Hillegas Retired 
Johnstown, PA   

James Knipple Banking 
Salix, PA   
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Roger Luther Retired 
Johnstown, PA  

Rodney Miller Retired 
Johnstown, PA   

Lois Nicoletti Retired 
Davidsville, PA   

James Osipov Retired 
Johnstown, PA   

Kenneth Poorbaugh Retired 
Johnstown, PA   

Richard Schrott Communications 
Johnstown, PA  

Duane Slade Minister 
Johnstown, PA   

Randy Wisnouse Attorney 
Johnstown, PA   

Beverly Withiam Professor 
Johnstown, PA   

V. Jane Woolcock Retired 
Johnstown, PA    

  

OFFICERS 
As of the examination date, June 30, 2007, the following officers were appointed and 

serving in accordance with the Provider’s By-laws: 

NAME     TITLE 

Gary Bentz President 
Ronald Reinbold Vice President 
Charles Darr Secretary 
P. Richard Wilkinson Treasurer 
Randall Rodkey Solicitor 
Richard Wilson Administrator 
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CORPORATE RECORDS 

BY-LAWS 
During the period covered by this examination, the Provider made no changes to it By-

Laws. 

ANNUAL DISCLOSURE STATEMENT 

 A review of the Annual Disclosure Statement for compliance with the Pennsylvania 
Continuing Care Provider Registration and Disclosure Act, (40 P.S. §3207), requires the 
Provider to deliver to each resident a copy of the Disclosure Statement.  The Statement was 
reviewed and found not to be in compliance with the Act.  The Annual Disclosure Statements did 
not contain the requisite information as specified in the following two sections; 

40 P.S. § 3207(b)  (1) The pro forma income statement filed pursuant to this act either as 
part of the application for registration or as part of the most recent annual disclosure 
statement. 

40 P.S. § 3207(b) (2) The actual results of operations during the fiscal year.  The annual 
disclosure statement shall also contain a revised pro forma income statement for the next 
fiscal year.  

It is recommended the Provider amend its Disclosure Statement to include the requisite 
information as specified. 

RESIDENT AGREEMENT 

 The Resident Agreement was reviewed and found not to be in compliance with the 
Pennsylvania Continuing Care Provider Registration and Disclosure Act, (40 P.S. §3214).  The 
Resident’s Agreement is not in compliance with the necessary legal provisions.  Arbutus’s 
management is amending the Disclosure Statement to comply with the Act.   The Disclosure 
Statement did not contain the requisite information as specified in the following sections; 

40 P.S. § 3214(a) (3) Describe the health and financial conditions upon which the 
provider may have the resident relinquish his space in the facility. 

40 P.S. § 3214(a) (4) Describe the health and financial conditions required for a person to 
continue as a resident. 

40 P.S. § 3214(a) (5) Describe the circumstances under which the resident will be 
permitted to remain in the facility in the event of financial difficulties of the resident. 
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40 P.S. § 3214(a) (6) State the fees that will be charged if the resident marries while at 
the designated facility, the terms concerning the entry of a spouse to the facility and the 
consequences if the spouse does not meet the requirements for entry. 

40 P.S. § 3214(a) (7) Provide that the agreement may be canceled upon 30 days notice by 
the provider or the resident.  If an agreement is canceled because there has been a good 
faith determination in writing, signed by the medical director and the administrator of the 
facility, that a resident is a danger to himself or others, only such notice as is reasonable 
under the circumstances shall be required. 

40 P.S. § 3214(a) (10) Provide for 30 days advance notice to the resident before any 
change in fees or charges or scope of care or services may be effective, except for 
changes required by State or Federal assistance programs. 

40 P.S. § 3214(a) (11) Provide that charges for care paid in one lump sum shall not be 
increased or changed during the duration of the agreed upon care, except for changes 
required by State or Federal assistance programs.  

40 P.S. § 3214(b)  A resident shall have the right to rescind a continuing-care agreement, 
without penalty or forfeiture, within seven days after making an initial deposit or 
executing the agreement.  A resident shall not be required to move into the facility before 
the expiration of the seven-day period. 

40 P.S. § 3214(d)  No agreement for care shall permit dismissal or discharge of the 
resident prior to the expiration, without just cause for such a removal.  "Just cause" shall 
include a good faith determination in writing, signed by the medical director and the 
administrator of the facility, that a resident is a danger to himself or others.  If a facility 
dismisses a resident for just cause, it shall pay any refund due in the same manner as if 
the resident's agreement was terminated pursuant to this act. 

40 P.S. § 3214(e)  No act, agreement or statement of any resident, or of an individual 
purchasing care for a resident, shall constitute a valid waiver of any provision of this act 
intended for the benefit or protection of the resident. 

40 P.S. § 3214(f)  Those agreements entered into prior to the effective date of this act or 
prior to the issuance of a certificate of authority to the provider shall be valid and binding 
upon both parties in accordance with their terms. 

31 Pa Code 151.8(a)  Each resident's agreement shall contain the information required by 
section 14 of the act (40 P.S. 3214) and the information required by this section. 

It is recommended the Provider amend its Resident Agreement to include the requisite 
information as specified. 
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PENDING LITIGATION 

 There was no pending litigation other than in the ordinary course of business. 

FINANCIAL STATEMENTS 

The financial condition of the Provider, as of June 30, 2007, and the results of its 
operations for the last two years  under examination, is reflected in the following statements: 

Comparative Balance Sheet;  
Comparative Statement of Operations;  
Comparative Statement of Cash Flows; 

There were no changes to the financial statements as a result of this examination. 
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COMPARATIVE BALANCE SHEET 
                   AS OF JUNE 30, 
 

2007 2006

CURRENT ASSETS:
Cash and cash equivalents 210,466$               140,924$               
Resident accounts receivable, net of allowance 

for doubtful accounts of $50,000 978,166 828,372
Other recievables 226,835 195,089
Prepaid expenses 28,981 65,575
Inventory 94,480 101,541
Short-term investments 993,085 476,834

Total Current Assets 2,532,013 1,808,335

RESTRICTED ASSETS:
Cash-temporarily restricted 81,869 68,718
Investment-held in perpetuity 131,111 131,111

Total restricted assets 212,980 199,829

BOARD-DESIGNATED ASSETS:
Investments 1,197,019 701,879

LAND, BUILDINGS AND EQUIPMENT:
Land 407,094 393,744
Buildings 12,832,273 12,672,146
Equipment, furniture and fixtures 2,150,054 2,078,634
Construction in progress 1,663,638 29,677

Total land, buildings and equipment 17,053,059 15,174,201
Less accumulated depreciation (7,820,179) (7,342,416)

Net land, building and equipment 9,232,880 7,831,785

OTHER ASSETS
Long-term investments 404,202 350,712
Deferred financing costs,
net of accumulated amortization, 22,314 22,314

Total other assets 426,516 373,026

Total Assets 13,601,408$         10,914,854$          

ASSETS
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COMPARATIVE BALANCE SHEET (Continued) 
                                AS OF JUNE 30, 

 

2007 2006

CURRENT LIABILITIES:

Accounts payable 394,498$               354,345$               
Payroll taxes payable 77,691 80,753
Accured salaries 115,799 95,952
Accrued retirement expense 34,454 33,335
Resident deposits 3,015 4,954
Deferred revenue-current portion 305,906 270,185
Note payable-current portion 58,343 55,371

Total Current Liabilities 989,706 894,895

Accumulated compensated absences 31,650 32,270
Deferred revenue-less current portion 1,770,175 1,417,398
Note payable-less current portion 1,833,311 413,994

Total long-term liabilities 3,635,136 1,863,662
Total liabilities 4,624,842 2,758,557

NET ASSETS:
Unrestricted 8,763,586 7,956,468
Temporarily restricted 81,869 68,718
Permanently restricted 131,111 131,111

Total Net Assets 8,976,566 8,156,297

Total Liabilities And Net Assets 13,601,408$         10,914,854$          

LIABILITIES AND NET ASSETS
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COMPARATIVE STATEMENT OF OPERATIONS 

AS OF JUNE 30, 

2007 2006
Operating revenues

Room and board 9,569,724$                8,827,719$                
Services 680,639                     630,762                     
Cottage/townhouse revenue 241,483                     220,704                     
Contributions and bequests 567,445                     85,661                       
Fundraising 101,030                     75,606                       
Rental income 9,600                         9,600                         
Investment earnings 108,994                     86,689                       

Grossl operating revenues 11,278,915                9,936,741                  

Operating expenses:
Benevolent care expense 115,779                     94,585                       
Depreciation 477,763                     470,433                     
Food services 684,370                     681,812                     
Fundraising expenses 20,336                       15,925                       
General expenses 333,526                     298,172                     
Insurance-hospitalization and
 workmen's compensation 1,088,320                  1,035,404                  
Insurance-other 245,759                     245,899                     
laundry and housekeeping 84,100                       67,537                       
Medical expenses 429,166                     302,480                     
Medical supplies 159,121                     151,308                     
Other expense 69,963                       68,710                       
Payroll and related taxes 5,904,423                  5,800,323                  
Pharmacy 268,374                     274,665                     
Plant maintenance 385,121                     423,989                     
Professional fees 52,633                       50,309                       
Retirement plan expense 70,027                       66,717                       
State nuring facility assessment 92,251                       73,235                       
Interest expenses 22,105                       24,924                       

Total operating expenses 10,503,137                10,146,427                
Operating income (loss) 775,778                     (209,686)                   

Change in net unrealized gains and losses  
on other than trading securities 44,491                       (47,484)                     

Change in net assets 820,269                     (257,170)                   
UNRESTRICTED NET ASSETS

Operating income (loss) 762,627                     (278,404)                   
Change in net unrealized gains and 
losses on other than trading securities 44,491                       (47,484)                     
Change in net assets 807,118                     (325,888)                   

TEMPORARILY RESTRICTED NET ASSETS:
Change in net unrealized gains and 
losses on other than trading securities

Increase (Decrease) in temporarily
 restricted net assets 13,151 68,718
Net assets, beginnning of year 8,156,297 8,413,467
Net assets, end of year 8,976,566$                8,156,297$                 
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      COMPARATIVE STATEMENT OF CASH FLOWS 

           AS OF JUNE 30, 
 

2007 2006
Cash flows from operating activities:
   Change in net assets 820,269$                   (257,170)$                 
Adjustments to reconcile change in net
     assets to net cash provided by
     operating activities:
Depreciation 477,763 470,433
(increase) decrease in assets:

Accounts receivable (149,794) (291,894)
Other receivables (31,746) 76,876
Prepaid expenses 36,594 50
Inv 7,061 (10,360)

Increase (decrease) 
Accounts payable 40,153 128,327
Payroll taxes payable (3,062) 55,795
Accrued salaries 19,847 (179,247)
Accured retirement expense 1,119 47 
Compensated absences (620) 3,780 
Resident deposits (1,939) 200 
Deferred revenue 388,498 158,623

      Net cash provided by operating activites 1,604,143 155,460

Cash Flows From Investing Activities
   Purchases of fixed assets (1,878,858) (472,766)
   Purchases of investment securities (1,020,390) 0
   Procceds from the sale of investments 0 180,063
   Change in net unrealized gains and losses (44,491) 47,484
      Net cash (used in) investing activities (2,943,739) (245,219)

Cash Flows From Financing  Activities 
   Proceeds from note 1,477,666 22,314
   Principal payments on note (55,377) (52,557)
   Deferred financing costs 0 (22,314)
      Net cash (used in) financing activities 1,422,289 (52,557)

   Net increase (decrease) in cash
   and cash equivalents 82,693 (142,316)
Cash and cash equivalents beginning of year 209,642 351,958
Cash and cash equivalents, end of year 292,335$                  209,642$                   
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NOTES TO FINANCIAL STATEMENTS 

STATUTORY MINIMUM LIQUID RESERVE   
 The Pennsylvania Continuing Care Provider Registration and Disclosure Act, (40 P.S. 
§3209), requires the Provider to establish and maintain a statutory liquid reserve in an amount 
equal to or exceeding the greater of: 

(1) The total of all principal and interest payments due during the next 12 months on any 
mortgage loan or other long-term financing of the facility; or 

(2) Ten percent of the projected annual operating expenses of the facility exclusive of 
depreciation. 

Of the above two requirements, number (1) is $19,139 and number (2) is $22,986 as of 
December 31, 2007. The Provider’s reserve of $22,986 complies with this requirement.  

SUBSEQUENT EVENTS 
 

This examiner was not made aware of any subsequent events, which would have any 
material effect on the Provider.   

RECOMMENDATIONS 

PRIOR EXAMINATION 
 
 There were no recommendations made from the prior examination. 
 

CURRENT EXAMINATION 
 

1. It is recommended that the Provider amend its Disclosure Statement to include the  
    requisite information as specified in the following sections; (See page 6, Disclosure 
    Statement)    
 

40 P.S. § 3207(b)  (1) The pro forma income statement filed pursuant to this act either as 
part of the application for registration or as part of the most recent annual disclosure 
statement.  

40 P.S. § 3207(b) (2) The actual results of operations during the fiscal year.  The annual 
disclosure statement shall also contain a revised pro forma income statement for the next 
fiscal year.  
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2. It is recommended that the Provider amend its Residents Agreement to include   the  
    requisite information as specified in the following sections;  (See page 6, Resident 
    Agreement)   

40 P.S. § 3214(a) (3) Describe the health and financial conditions upon which the 
provider may have the resident relinquish his space in the facility. 

40 P.S. § 3214(a) (4) Describe the health and financial conditions required for a person to 
continue as a resident. 

40 P.S. § 3214(a) (5) Describe the circumstances under which the resident will be 
permitted to remain in the facility in the event of financial difficulties of the resident. 

40 P.S. § 3214(a) (6) State the fees that will be charged if the resident marries while at 
the designated facility, the terms concerning the entry of a spouse to the facility and the 
consequences if the spouse does not meet the requirements for entry. 

40 P.S. § 3214(a) (7) Provide that the agreement may be canceled upon 30 days notice by 
the provider or the resident.  If an agreement is canceled because there has been a good 
faith determination in writing, signed by the medical director and the administrator of the 
facility, that a resident is a danger to himself or others, only such notice as is reasonable 
under the circumstances shall be required. 

40 P.S. § 3214(a) (10) Provide for 30 days advance notice to the resident before any 
change in fees or charges or scope of care or services may be effective, except for 
changes required by State or Federal assistance programs. 

40 P.S. § 3214(a) (11) Provide that charges for care paid in one lump sum shall not be 
increased or changed during the duration of the agreed upon care, except for changes 
required by State or Federal assistance programs.  

40 P.S. § 3214(b)  A resident shall have the right to rescind a continuing-care agreement, 
without penalty or forfeiture, within seven days after making an initial deposit or 
executing the agreement.  A resident shall not be required to move into the facility before 
the expiration of the seven-day period. 

40 P.S. § 3214(d)  No agreement for care shall permit dismissal or discharge of the 
resident prior to the expiration, without just cause for such a removal.  "Just cause" shall 
include a good faith determination in writing, signed by the medical director and the 
administrator of the facility, that a resident is a danger to himself or others.  If a facility 
dismisses a resident for just cause, it shall pay any refund due in the same manner as if 
the resident's agreement was terminated pursuant to this act. 
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40 P.S. § 3214(e)  No act, agreement or statement of any resident, or of an individual 
purchasing care for a resident, shall constitute a valid waiver of any provision of this act 
intended for the benefit or protection of the resident. 

40 P.S. § 3214(f)  Those agreements entered into prior to the effective date of this act or 
prior to the issuance of a certificate of authority to the provider shall be valid and binding 
upon both parties in accordance with their terms. 

31 Pa Code 151.8(a)  Each resident's agreement shall contain the information required by 
section 14 of the act (40 P.S. 3214) and the information required by this section. 
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CONCLUSION 

 As a result of this examination, the financial condition of the Arbutus Park Manor, as of 
June 30, 2007, was determined to be as follows: 

  Total Assets     $13,601,408 

  Total Liabilities      $4,624,842 
  Total Net Assets        8,976,566 
  Total Liabilities and Net Assets  $13,601,408 
 

Since the last examination, made as of June 30, 2002, assets increased by  
$2,815,557; liabilities increased by $2,670,589; and net assets increased by $144,968. 

 This examination was conducted by Joseph Monaco. 

Respectfully 

David G. DelBiondo, CPA 
Director, Bureau of Financial Examinations 

 

John Leddy 
Examination Manager 

Joseph Monaco 
Examiner 
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