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Harrisburg, Pennsylvania
January 31, 2020

Honorable Joseph DiMemmo, CPA 
Deputy Insurance Commissioner 
Commonwealth of Pennsylvania
Insurance Department 
Harrisburg, Pennsylvania

Dear Sir:

In accordance with instructions contained in Examination Warrant Number 18-
471718048-CP-1, dated June 25, 2019, and in accordance with provisions of the Pennsylvania 
Continuing Care Provider Registration and Disclosure Act (“the Act”), as cited in 40 P.S. § 3219, 
an examination was made of 

Deer Meadows Operating, LLC 

a Pennsylvania domiciled continuing-care retirement community (“CCRC”), hereinafter referred 
to as the “Provider.”  The examination was conducted at the Provider’s office, located at 8301 
Roosevelt Boulevard, Philadelphia, Pennsylvania 19152. 

A report of this examination is hereby respectfully submitted.

SCOPE OF EXAMINATION 

The Pennsylvania Insurance Department (“Department”) has performed an examination of
the Provider.  This is the first examination of the Provider and covered the period from December 
1, 2014 through June 30, 2018.  

Work programs employed in the performance of this examination were designed to 
comply with the standards promulgated by the 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 key financial items that are specific 
regulatory concern, and a disclosure of other significant regulatory information.  

The objective of this examination was to determine the extent of the Provider’s 
compliance with the Act and 31 Pa. Code § 151 (“the Regulations”). 

For the fiscal years ending June 30, 2015 through June 30, 2017, the Provider’s financial 
statements were audited by the certified public accounting firm (“CPA”) of Brand Sonnenschine 
LLP.  The CPA issued a qualified opinion on the Provider’s year-end financial statements based 
on statutory accounting principles.   

For the fiscal year ending June 30, 2018 the Provider’s financial statements were audited 
by the CPA firm of HMM, CPAs LLP.  The CPAs issued an unmodified opinion based on 
generally accepted accounting principles.  Relevant work performed by the CPAs, during its 
annual audits of the Provider, was reviewed during the examination and incorporated into the 
examination workpapers. 
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HISTORY 

Deer Meadows Operating, LLC was incorporated in the Commonwealth of Pennsylvania 
on August 15, 2014 and operates as a limited liability company.  The Department issued a 
Certificate of Authority to the Provider to operate as a CCRC on May 4, 2017.

The facility operated by the Provider was an existing facility previously owned by The 
Baptist Home of Philadelphia d/b/a Deer Meadows Retirement Community.  The prior owner, 
The Baptist Home of Philadelphia, filed for bankruptcy protection under Chapter 11 of the
bankruptcy code on April 25, 2014.  On August 28, 2014, the court approved the sale of the 
facility to Deer Meadows Property, LP.  On November 26, 2014, the facility was leased by Deer 
Meadows Property, LP and YF Property Holdings, LLC, to the current provider/operator, Deer 
Meadows Operating, LLC.  On August 26, 2016 Deer Meadows Property, LP merged into YF 
Property Holdings, LLC, which is the current landlord and owner of the facility.  

The Provider has disclosed that all CCRC residents who resided at the facility and had 
executed residency contracts prior to December 1, 2014 would be permitted to remain.  Also, 
their relationship with Deer Meadows Operating, LLC will be governed by their existing 
residency agreements.  

DESCRIPTION OF FACILITY 

Deer Meadows Operating, LLC, d/b/a Deer Meadows Retirement Community, is a CCRC 
and located in the northeast section of the city of Philadelphia.  The campus is in an urban setting 
on 6.95 acres.  The campus address is 8301 Roosevelt Boulevard, Philadelphia, Pennsylvania 
19152. 

The CCRC consists of one hundred twenty-six (126) independent living residences, 
varying in size from studios to two-bedroom residences, located in three (3) connected buildings 
that go up to five (5) stories, and have elevator service.  In addition, there are two hundred six 
(206) licensed nursing beds on the campus.  The facility has many amenities including a dining 
room on the first floor of each building, a conference/movie theatre room, indoor lounge areas, 
outside/courtyard lounge areas, a pet therapy room, a gift shop, a beauty shop, a hobby and 
ceramics room, a computer room, a library, a chapel, a Wellness Center, a game room, and free 
laundry on each floor. 

The Independent Living apartments accommodate single residents or couples and are 
attractively designed for easy living. The Independent Living apartments may be occupied by 
both CCRC residents, under a Resident Agreement, or non-CCRC residents, through a Lease 
Agreement. The non-CCRC residents and lease agreements are not considered in the scope of the 
examination. 

Currently, the Independent Living apartments have twenty-five (25) CCRC residents.  The 
census of the rehabilitation center, and the personal care facility changes daily. 

 

 

 
 

 



Deer Meadows Operating, LLC

-3- 

FEES AND SERVICES 

As of June 30, 2018, refundable entrance fees for existing CCRC units range from 
$40,000 to $160,000 depending on the unit type/size.  The refundable Entrance Fee is subject to a 
five year amortization period.  The Entrance Fee is amortized at the rate of twenty (20%) percent 
each year pro-rated monthly for a period of five years from the date of occupancy.  At the 
conclusion of the five year amoratization period, the Entrance Fee shall be earned by the 
community and is not refundable.   

The CCRC residents are charged a Monthly Fee for the services provided.  There is an 
additional fee of $600 per month added to the Monthly Fee for a second occupant.  The Monthly 
Fees range from $2,980 for a Studio apartment with a single occupant to $4,750 for a two-
bedroom deluxe apartment with double occupancy.  

In addition to the Entrance Fee and the Monthly Fee, some residents may be subject to 
fees for Personal Care.  Depending upon the level of care necessary, the Personal Care Fees range 
from $835 per month to $2,430 per month.  The level of care is determined after consultation with 
Deer Meadows’ Medical Director and the resident’s private physician. 

REFUND POLICY 

The following describes the Provider’s refund policy which complies with the Act and the 
Regulations.  

Refund During the Rescission Period 

The resident may terminate the agreement within seven (7) days of execution by signing 
the Notice of Right of Rescission form attached to the agreement and delivering it to the 
community.  The resident shall be entitled to a full refund, without interest, of any and all deposits 
made, less any expenses actually incurred by the Provider for custom improvements to the unit.

Refund After Rescission Period But Prior to Designated Occupancy Date

After the lapse of the seven (7) day rescission period, but prior to the Designated 
Occupancy Date, the resident may terminate the agreement by delivering a written notice to the 
Community prior to occupancy.  A full refund shall be issued to resident, resident’s legal 
representative, or resident’s estate within sixty days of resident’s request. 

Refund After Occupancy 

After occupancy, the resident may terminate the agreement by delivery of a written notice 
to the Community at least sixty (60) days prior to termination, and by the surrender of the living 
accommodation.  Any unamortized portion of the Entrance Fee shall be refunded subject to the 
following conditions.  Refunds will be made only after the resident’s, or in situations of double 
occupancy, both co-residents, vacated living unit has been re-occupied by another resident, and 
the Entrance Fee for the reoccupied living unit has been paid in full, and the Agreement has been 
terminated.
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MANAGEMENT AND CONTROL 

BOARD OF DIRECTORS 

The Provider does not have a Board of Directors.  The Provider campus is managed by the 
Chief Executive Officer, Lisa Sofia.

OFFICERS

As of the examination date, June 30, 2018, the facility had no executive officers other than 
Lisa Sofia who holds the titles of CEO and COO.  The day-to-day operations are handled by Lisa 
Sofia along with the facility managers, directors, and administrators. 

CORPORATE RECORDS 

CERTIFICATE OF ORGANIZATION 

The Provider was issued a Certificate of Organization for a Limited Liability Company on 
August 15, 2014 by the Pennsylvania Department of State.  There were no changes made to the 
Provider’s Certificate of Organization during the examination period. 

ANNUAL DISCLOSURE STATEMENT 

The Provider’s 2018 Annual Disclosure Statement was reviewed for compliance with the 
Act and Regulations, specifically § 151.7 and § 151.9.  The examiner found that the 2018 Annual 
Disclosure Statement was not in compliance with all information required by the Act and the 
Regulations.  

The examiner noted that the Disclosure Statement does not disclose both of the legal 
entities, who combine operations and constitute the Provider/owner of the facility, or the common 
ownership thereof, in accordance with 40 P.S. § 3207(a)(1).

It is recommended that the Disclosure Statement be amended to disclose both of the 
legal entities, who combine operations and constitute the Provider/owner of the facility, and the 
common ownership thereof, in accordance with 40 P.S. § 3207(a)(1). 

The examiner noted that the Disclosure Statement did not disclose the names and business 
addresses of the officer, managers, directors, administrators, and coordinators in accordance with 
40 P.S. § 3207(a)(2). 

It is recommended that the Disclosure Statement be amended to show the names and 
business addresses of the officer, managers, directors, administrators, and coordinators in 
accordance with 40 P.S. § 3207(a)(2). 

The examiner noted that the Disclosure Statement is not being filed timely and did not 
include a narrative describing any material differences between the prior year Budget/Proforma 
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Income Statement, and the current year actual results of operation in accordance with 40 P.S. § 
3207(b).

It is recommended that future Disclosure Statements be filed annually and timely with 
the Department and include a narrative describing any material differences between the prior 
year Budget/Proforma Income Statement, and the current year actual results of operation in 
accordance with 40 P.S. § 3207(b). 

The examiner noted that the Disclosure Statement did not contain the prior year 
Proforma/Budget Income Statement in accordance with 40 P.S. § 3207(b)(1). 

It is recommended that the Disclosure Statement be amended to include the prior year 
Proforma/Budget Income Statement in accordance with 40 P.S. § 3207(b)(1). 

The examiner noted that the Disclosure Statement did not contain a revised proforma 
income statement for next fiscal year in accordance with 40 P.S. § 3207(b)(2).   

It is recommended that the Disclosure Statement be amended to include a revised 
proforma income statement for the next fiscal year in accordance with 40 P.S. § 3207(b)(2). 

The examiner noted that Biographical Affidavits are not being obtained from the 
Provider’s Managers, Officer, Directors, Administrators, and/or Coordinator, and are not filed 
with the Department in accordance with 31 Pa. Code § 151.7(e)(1). 

It is recommended that the Provider file the required Biographical Affidavits with the 
Department in accordance with 31 Pa. Code § 151.7(e)(1). 

 The examiner noted that the Disclosure Statement did not disclose the names and 
experience of persons who will make the investment decisions for the Provider in accordance 
with 40 P.S. § 3207(a)(8). 

It is recommended that the Disclosure Statement be amended to show the names and 
experience of persons who will make the investment decisions for the Provider in accordance 
with 40 P.S. § 3207(a)(8). 

The examiner noted that the Disclosure Statement did not disclose the names and 
addresses of the affiliated/related businesses in accordance with 40 P.S. § 3207(a)(3)(iii)(B).
Also, the details were not disclosed in accordance with 40 P.S. § 3207(a)(3)(iii)(B)(I to III).

It is recommended that the Disclosure Statement be amended to show the related party 
businesses and details in accordance with 40 P.S. § 3207(a)(3)(iii)(B) and 40 P.S. § 
3207(a)(3)(iii)(B)(I to III).   

RESIDENT AGREEMENT 

The Provider’s 2018 Resident Agreement was reviewed for compliance with the Act, 40 
P.S. § 3203 and § 3214, and the Regulations, specifically § 151.8 and § 151.9. The 2018 Resident 
Agreement was not in compliance with all information required by the Act and the Regulations. 

During a review of the resident files, the examiner noted that there was no executed 
Resident Agreement on file for a resident. 
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It is recommended that a Resident Agreement be executed between the Provider and the 
Resident in accordance with 40 P.S. § 3214.

During a review of the resident files, the examiner noted that the Entrance Fees paid were 
not adequate and did not meet the definition of an entrance fee as defined by 40 P.S. § 3203.

It is recommended that the amount of the Entrance Fee charged to a resident meet the 
definition of an Entrance Fee per 40 P.S. § 3203. 

During a review of the Resident Agreement, the examiner noted that the Index does not 
show the page numbers of the corresponding sections of the Resident Agreement. 

It is recommended that the Index pages show the page numbers of the corresponding 
items/sections of the agreement that are listed in accordance with 40 P.S. § 3214(a). 

During a review of resident agreements, the examiner noted that the apartment unit type 
was not specified on the executed resident agreement. 

It is recommended that all executed Resident Agreements clearly indicate the apartment 
size/unit type occupied by the resident in accordance with 40 P.S. § 3214(a). 

During a review of the Resident Agreement the examiner noted that the signature page 
that should show the execution date and the appropriate party signatures was missing. 

It is recommended that the Resident Agreement contain the final/execution page in 
accordance with 40 P.S. § 3214(a). 

During a review of the June 30, 2018 census report, the examiner noted that some 
residents were misclassified as independent after being transferred to different levels of care. 

It is recommended that the status of each resident be verified to avoid being mis-
classified as a CCRC resident when their level of care/contract has changed. 

During a review of the resident agreements, the examiner noted that the Monthly Fee in 
the agreement did not agree with the Price List included in the agreement. 

It is recommended that the Monthly Fee charged to the resident agree with the Price 
List contained within the Resident Agreement. 

PENDING LITIGATION 

There was no known pending legal actions or potential legal actions which could have a 
materially adverse effect on the Provider’s financial condition as of the date of this examination 
report.
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FINANCIAL STATEMENTS 

The financial condition of the Provider, as of June 30, 2018, and the results of its 
operations for the last two years under examination, are reflected in the following statements.
The financial information used to compile the Comparative Balance Sheet and the Comparative 
Statement of Operations was obtained from the current CPA firm in order to present the 
Provider’s financial position on an individual entity basis rather than the consolidated basis that 
was presented in the audited financial statement of June 30, 2018.  The Consolidated Statement of 
Cash Flows is presented as a two-year comparison, which includes the other entity in the group. 

Comparative Balance Sheet; 
Comparative Statement of Operations and Members’ Equity; and 

Consolidated Statement of Cash Flows 

There were no changes made to the financial statements as a result of this examination. 

The examiner noted that a request to file consolidated or combined audit filings in lieu of 
separate CPA reports, 30 days prior to fiscal year end, was not submitted to the Department as 
required by 31 Pa. Code § 147.7(c). 

It is recommended that the Provider file a request to file consolidated or combined audit 
filings in lieu of separate CPA reports as required by 31 Pa. Code § 147.7(c). 

The examiner noted that the audited financial report for fiscal year ending June 30, 2018 
was not filed timely as required by 31 Pa. Code § 147.3(c). 

 It is recommended that the audited CPA report be filed timely as required by 31 Pa. 
Code § 147.3(c). 

The examiner noted that the Provider changed CPA firms and did not notify the 
Department within 5 business days of the dismissal, resignation, or replacement as required by 31 
Pa. Code § 147.5(c). 

 It is recommended that the Provider notify the Department when the CPA is dismissed, 
resigns, or is replaced as required by 31 Pa. Code § 147.5(c). 

The examiner noted that a letter from the Provider addressing whether there were 
disagreements 24 months prior to the change in CPAs was not filed within 10 business days of the 
notification letter with the Department as required by 31 Pa. Code § 147.5(c)(1). 

 It is recommended that the Provider send a letter to the Department addressing whether 
there were disagreements 24 months prior to change of CPA as required by 31 Pa. Code § 
147.5(c)(1). 

The examiner noted that a letter from the former CPA stating that they agree or disagree 
with the contents of the letter from the CCRC regarding disagreements 24 months prior to change 
was not filed with the Department, concurrently with the CCRC’s letter regarding disagreements, 
as required by 31 Pa. Code § 147.5(c)(2). 

 It is recommended that the Provider file a letter with the Department from the former 
CPA stating that they agree or disagree with the contents of the letter from the CCRC 
regarding disagreements 24 months prior to change as required by 31 Pa. Code § 147.5(c)(2). 

 
 

 



Deer Meadows Operating, LLC

-8- 

The examiner noted that the Provider did not file with the Department within 60 business 
days of the notification letter the letter with the name and address of the independent CPA or 
accounting firm retained to conduct the annual audit as required by 31 Pa. Code § 147.5(c)(3).

It is recommended that the Provider file a letter with the Department showing the name 
and address of the independent CPA or accounting firm retained to conduct the annual audit 
as required by 31 Pa. Code § 147.5(c)(3). 

 The examiner noted that the Provider did not obtain a letter from its new independent 
CPA, and file a copy with the Commissioner, stating that the independent CPA is aware of the 
provisions of the Commonwealth’s statutes and regulations that relate to accounting and financial 
matters applicable to CCRC providers and affirming that the independent CPA will express an 
opinion on the financial statements in terms of their conformity with generally acceptable 
accounting principles as required by 31 Pa. Code § 147.5(d). 

 It is recommended that the Provider obtain a letter from its new independent certified 
public accountant, and file a copy with the Commissioner, stating that the independent certified 
public accountant is aware of the provisions of the Commonwealth’s statutes and regulations 
that relate to accounting and financial matters applicable to continuing care providers and 
affirming that the independent certified public accountant will express an opinion on the 
financial statements in terms of their conformity with generally acceptable accounting 
principles as required by 31 Pa. Code § 147.5(d). 

 The examiner noted that the Qualification Letter provided to the examiner is dated March 
11, 2019.  The financial statements issued as of June 30, 2018 and the Qualification Letter were to 
be filed with the Department by October 31, 2018 to be considered timely per 31 Pa. Code §§ 
147.4(e)(ii) and 147.6a. 

 It is recommended that the CPA Qualification Letter be filed with the Department 
within four (4) months after the fiscal year end in accordance with 31 Pa. Code § 147.4(e)(ii) 
and § 147.6a. 

 The examiner noted that the audited financial statements as of fiscal year ending June 30, 
2018 do not contain two years of comparative reporting as required by 31 Pa. Code § 
147.4(e)(1)(i). 

 It is recommended that the audited financial statements include two (2) years financial 
information presented in a comparable manner as required by 31 Pa. Code § 147.4(e)(1)(i). 
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Comparative Balance Sheet 
For the Years Ended June 30,  

 

 
 

Assets 2018 2017

Current Assets
  Cash and Cash Equivalents 811,078$          70,657$            
  Cash and Cash Equivalents - restricted (patient funds) 317,000            

     Cash - limited use - CCRC Statutory Liquid Reserve 469,460            
  Accounts Receivable, net of allowance for doubtful accounts
    of $357,062 for 2018 & $554,900 for 2017 3,675,470 3,530,249
  Other Receivables 73,324
  Prepaid Expenses   318,998 439,581
  Due from prior owner 40,503
  Escrows 378,653 198,804

Total current assets 5,257,523 5,066,254
 
Resident Funds Cash 355,496            
Property and Equipment, at cost less accumulated depreciation 2,413,987         2,779,137
Due From Related Party 839,861            862,233
Goodwill 349,877 404,375
Security Deposits 3,437 3,437
Other Assets 17,180

Total assets 9,237,361$       9,115,436$       
 

Liabilities and Members Equity 2018 2017

Current Liabilities
  Line of Credit 1,067,460$       
  Accounts Payable 2,401,912         1,826,315$       
  Accrued Payroll and Taxes Payable 638,769            
  Accrued Expenses & Taxes 1,009,628         1,189,738         
  Accrued and Withheld Taxes 45,942              
  Due to Landlord 366,030            756,391            
  Patients' Funds and Deposits Payable 556,423            
  Due to Third Party Payors 191,027            

Total current liabilities 5,674,826 4,374,809

Long Term Liabilities
  Line of Credit 1,548,479
  Loan Payable Members 1,286,009 1,299,228
  Resident Funds 351,869
  Contingencies

Total liabilities 7,312,704         7,222,516         

Members Equity 1,924,657         1,892,920         

Total Liabilities and Members Equity 9,237,361$       9,115,436$       
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Comparative Statement of Operations 
and Members’ Equity 

For the Years Ended June 30, 

 

2018 2017

Total Revenue from Residents 23,636,588$ 26,960,828$   

Total Operating Expenses 23,609,097 25,843,573

  Earnings From Operations 27,491 1,117,255

  Other Income 54,246
  Interest Income 3,564
  Interest Expense (79,643)

Net Income Before Provision for Income Taxes 81,737          1,041,176

Provision (credit) For Income Taxes 47,248

NET INCOME 81,737$        993,928$        

Members Equity - Beginning of Year 1,892,920$   979,543$        

  Net Income 81,737 993,928

  Withdrawals (50,000) (80,551)

MEMBERS' EQUITY - END OF YEAR 1,924,657$   1,892,920$     
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Consolidated Statement of Cash Flows 
For the Years Ended June 30, 

 

 2018 2017

Cash Flows from Operating Activities

Net Income 468,505$             929,384$             

Adjustments to reconcile Net Income to Net Cash 

Depreciat ion and Amortization 387,302 370,961

Bad Debts Expense 200,185 423,063

Cash Provided by Operating Activities:

Decrease (increase) in:

Accounts Receivable (648,852) 138,169

Prepaid Expenses   81,156 (292,999)

Escrow Deposits (179,849) (19,804)

Due from Related Entities 4,865 259,080

Due from Old Owner (30,276) (21,744)

Resident Funds Asset 24,218

Other Assets 4,861

Decrease (increase) in:

Accounts Payable 547,216 (830,447)

Accrued Payroll and Payroll Taxes 30,940 (31,940)

Accrued Expenses 534,371 (445,499)

Due from Landlord (89,409) 15,344

Resident Funds Liability (251,224) 354,571

Payable to Third Party and Private Payors 117,809

Net Cash Provided by Operating Activities 1,201,818 848,139

Cash Flows from Investing Activities:

Purchase Property and Equipment (389,657) (406,727)

Net Cash Used by Investing Activities (389,657) (406,727)

Cash Flows from Financing Activitie s

Proceeds/(Repayments) from/(to) Line of Credit (373,250) 214,603

Loans Payable-Members (13,219) (212,885)

Distributions (50,000) (48,638)

Net Cash Used by Financing Activities (436,469) (46,920)

Net Increase  in Cash 375,692 394,492

Cash and Cash Equivalents, Beginning of Year 699,266 689,488

Cash and Cash Equivalents, End of Year 1,074,958$          1,083,980$          

Supplemental Cash Flow Disclosures

   Cash Payments for Interest 82,174$               79,643$               

   Cash Payments for Taxes -$                    -$                     
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NOTES TO FINANCIAL STATEMENTS 

STATUTORY MINIMUM LIQUID RESERVE    $429,605 

In accordance with 40 P.S. § 3209, the Provider must 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 
account of any mortgage loan or other long-term financing of the facility;

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

Of the above two requirements, the value of (1) is $8,118 and the value of (2) is $242,744.  
As of June 30, 2018, the Provider had established and reported a reserve of $429,605 for this 
purpose.  The Provider’s current assets satisfy this statutory requirement.

The examiner noted that the audited financial statements for fiscal year ending June 30, 
2018 did not fully disclose all details, factors, and tests used for the calculation of the Statutory 
Minimum Liquid Reserve in accordance with 40 P.S. § 3209 and 31 Pa. Code § 151.11(d).

It is recommended that the audited financial statements at fiscal year-end fully disclose 
all details, factors, and tests that were used in the calculation of Statutory Minimum Liquid 
Reserve, either in the financial statement notes or as a supplemental schedule, in accordance 
with 40 P.S. § 3209 and 31 Pa. Code § 151.11(d).

The examiner noted that a component factor, the percentage of CCRC residents versus the 
total count of residents at the facility, used in the formula to calculate the Statutory Minimum 
Liquid Reserve was not correct.  In accordance with 40 P.S. § 3209, in facilities where some 
residents are not under CCRC agreements, the reserve shall be computed only on the proportional 
share of financing or operating expenses that is applicable to residents under CCRC agreements at 
the end of the provider’s most recent fiscal year. 

It is recommended that the percentage to be used in the required reserve calculation for 
a CCRC be calculated in accordance with the requirements of 40 P.S. § 3209. 

The examiner noted that a component factor, 2019 projected annual operating expenses 
(proforma), was not used in the applicable second portion (test 2) of the calculation of Statutory 
Minimum Liquid Reserves.  The actual operating results for 2018 were used in error. 

It is recommended that the annual reserve calculation be based on the projected annual 
operating expenses of the facility exclusive of depreciation in accordance with 40 P.S. § 3209.

The examiner noted that Statutory Minimum Liquid Reserves were not shown on the 
audited balance sheet as a separate balance sheet account in accordance with 40 P.S. § 3209 and 
Department policy. 

It is recommended that Statutory Minimum Liquid Reserves be shown as a separate 
balance sheet account on the audited balance sheet in accordance with 40 P.S. § 3209, and 
Department policy. 
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ESCROW ACCOUNT REQUIREMENTS 

The Provider has not accepted deposits from CCRC residents and therefore maintains no 
escrow account. Should the Provider begin to accept entrance fee deposits from CCRC residents 
prior to the residents’ right to take occupancy of the designated unit, the Provider must then 
establish an escrow account with a bank as required by 40 P.S. § 3212. 

SUBSEQUENT EVENTS 

The examiner was not made aware of any events subsequent to June 30, 2018 that would 
have had a material effect on the solvency of the Provider.
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RECOMMENDATIONS 

CURRENT EXAMINATION 

This is the first examination of the Provider.  The following recommendations are being 
made as a result of the current examination.

1.  It is recommended that the Disclosure Statement be amended to disclose both of the legal 
entities, who combine operations and constitute the Provider/owner of the facility, and the 
common ownership thereof, in accordance with 40 P.S. § 3207(a)(1). (See “Annual
Disclosure Statement,” page 4). 
 

2.  It is recommended that the Disclosure Statement be amended to show the names and 
business addresses of the officer, managers, directors, administrators, and coordinators in 
accordance with 40 P.S. § 3207 (a)(2).  (See “Annual Disclosure Statement,” page 4).
 

3.  It is recommended that future Disclosure Statements be filed annually and timely with the
Department and include a narrative describing any material differences between the prior 
year Budget/Proforma Income Statement, and the current year actual results of operation in 
accordance with 40 P.S. § 3207(b).  (See “Annual Disclosure Statement,” page 4). 
 

4.  It is recommended that the Disclosure Statement be amended to include the prior year
Proforma/Budget Income Statement in accordance with 40 P.S. § 3207(b)(1). (See “Annual 
Disclosure Statement,” page 4). 
 

5.  It is recommended that the Disclosure Statement be amended to include a revised proforma 
income statement for the next fiscal year in accordance with 40 P.S. § 3207(b)(2).  (See 
“Annual Disclosure Statement,” page 4).
 

6.  It is recommended that the Provider file the required Biographical Affidavits with the
Department in accordance with 31 Pa. Code § 151.7(e)(1).  (See “Annual Disclosure 
Statement,” page 4). 
 

7.  It is recommended that the Disclosure Statement be amended to show the names and 
experience of persons who will make the investment decisions for the Provider in accordance 
with 40 P.S. § 3207(a)(8).  (See “Annual Disclosure Statement,” page 4). 
 

8.  It is recommended that the Disclosure Statement be amended to show the related party 
businesses and details in accordance with 40 P.S. § 3207 (a)(3)(iii)(B), and 40 P.S. § 3207 
(a)(3)(iii)(B)(I to III).  (See “Annual Disclosure Statement,” page 4). 
 

9.  It is recommended that a Resident Agreement be executed between the Provider and the 
Resident in accordance with 40 P.S. § 3214.  (See “Resident Agreement,” page 6). 
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10. It is recommended that the amount of the Entrance Fee charged to a resident meet the 
definition of an Entrance Fee per 40 P.S. § 3203. (See “Resident Agreement,” page 6).
 

11. It is recommended that the Index pages show the page numbers of the corresponding 
items/sections of the agreement that are listed in accordance with 40 P.S. § 3214(a).  (See 
“Resident Agreement,” page 6).
 

12. It is recommended that all executed Resident Agreements clearly indicate the apartment 
size/unit type occupied by the resident in accordance with 40 P.S. § 3214(a).  (See “Resident 
Agreement,” page 6). 
 

13. It is recommended that the Resident Agreement contain the final/execution page in
accordance with 40 P.S. § 3214(a).  (See “Resident Agreement,” page 6). 
 

14. It is recommended that the status of each resident be verified to avoid being mis-classified 
as a CCRC resident when their level of care/contract has changed.  (See “Resident 
Agreement,” page 6). 
 

15. It is recommended that the Monthly Fee charged to the resident agree with the Price List 
contained within the Resident Agreement.  (See “Resident Agreement,” page 6). 
 

16. It is recommended that the Provider file a request to file consolidated or combined audit 
filings in lieu of separate CPA reports as required by 31 Pa. Code § 147.7(c).  (See “Financial 
Statements,” page 7). 
 

17. It is recommended that the audited CPA report be filed timely as required by 31 Pa. Code § 
147.3(c).  (See “Financial Statements,” page 7). 
 

18. It is recommended that the Provider notify the Department when the CPA is dismissed, 
resigns, or is replaced as required by 31 Pa. Code § 147.5(c).  (See “Financial Statements,” 
page 7). 
 

19. It is recommended that the Provider send a letter to the Department addressing whether 
there were disagreements 24 months prior to change of CPA as required by 31 Pa. Code § 
147.5(c)(1).  (See “Financial Statements,” page 7). 
 

20. It is recommended that the Provider file a letter with the Department from the former CPA 
stating that they agree or disagree with the contents of the letter from the CCRC regarding 
disagreements 24 months prior to change as required by 31 Pa. Code § 147.5(c)(2).  (See 
“Financial Statements,” page 7). 
 

21. It is recommended that the Provider file a letter with the Department showing the name and 
address of the independent CPA or accounting firm retained to conduct the annual audit as 
required by 31 Pa. Code § 147.5(c)(3).  (See “Financial Statements,” page 7). 
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22. It is recommended that the Provider obtain a letter from its new independent certified 
public accountant, and file a copy with the Commissioner, stating that the independent
certified public accountant is aware of the provisions of the Commonwealth’s statutes and 
regulations that relate to accounting and financial matters applicable to continuing care 
providers and affirming that the independent certified public accountant will express an 
opinion on the financial statements in terms of their conformity with generally acceptable
accounting principles as required by 31 Pa. Code § 147.5(d).  (See “Financial Statements,” 
page 8). 
 

23. It is recommended that the CPA Qualification Letter be filed with the Department within
four (4) months after the fiscal year end in accordance with 31 Pa. Code § 147.4(e)(ii) and § 
147.6a.  (See “Financial Statements,” page 8).
 

24. It is recommended that the audited financial statements include two (2) years financial 
information presented in a comparable manner as required by 31 Pa. Code § 147.4(e)(1)(i). 
(See “Financial Statements,” page 8).
 

25. It is recommended that the audited financial statements at fiscal year-end fully disclose all 
details, factors, and tests that were used in the calculation of Statutory Minimum Liquid 
Reserve, either in the financial statement notes or as a supplemental schedule, in accordance 
with 40 P.S. § 3209 and 31 Pa. Code § 151.11(d). (See “Statutory Minimum Liquid Reserve,” 
page 12).   

26. It is recommended that the percentage to be used in the required reserve calculation for a
CCRC be calculated in accordance with the requirements of 40 P.S. § 3209.  (See “Statutory 
Minimum Liquid Reserve,” page 12). 
 

27. It is recommended that the annual reserve calculation be based on the projected annual 
operating expenses of the facility exclusive of depreciation in accordance with 40 P.S. § 
3209. (See “Statutory Minimum Liquid Reserve,” page 12). 
 

28. It is recommended that Statutory Minimum Liquid Reserves be shown as a separate balance 
sheet account on the audited balance sheet in accordance with 40 P.S. § 3209, and 
Department policy.  (See “Statutory Minimum Liquid Reserve,” page 12). 
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CONCLUSION 

As a result of our examination, we conclude that Deer Meadows Operating, LLC is not in 
compliance with all applicable Pennsylvania laws and regulations as they pertain to CCRCs as of 
June 30, 2018, as described in the Recommendations section of the Report on pages 14, 15, and 
16.  

This examination was conducted by Charles E. Albert, Jr. 

Respectfully, 

Melissa L. Greiner 
Director  
Bureau of Financial Examinations

Robert A. Woronko, CFE, CPA, CISA 
Examination Manager 

Charles E. Albert, Jr. 
Examiner-in-Charge 


