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Harrisburg, Pennsylvania
August 29, 2019 

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 17-
260145169-CP-2, dated January 18, 2019, and in accordance with provisions of the Pennsylvania 
Continuing Care Provider Registration and Disclosure Act (” the Act”) as cited in 40 P.S. § 
3214, an examination was made of 

Fair Winds Manor, LP

a Pennsylvania domiciled continuing-care retirement community (“CCRC”) hereinafter referred 
to as “Fair Winds Manor” or the “Provider.”  The examination was conducted at the Provider’s 
home office, located at 126 Iron Bridge Road, Sarver, Pennsylvania 16055.

A report of this examination is hereby respectfully submitted. 

SCOPE OF EXAMINATION 

The Pennsylvania Insurance Department has performed an examination of the Provider. 
which was last examined as of June 30, 2013. This examination covered the period from July 1, 
2013 through June 30, 2017.   

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 fiscal years ended 2015, 2016 and 2017 the certified public accounting firm (“CPA”) 
of Arnett, Carbis, and Toothman, LLP provided an unmodified audit opinion on the Provider’s 
year-end financial statements based on Generally Accepted Accounting Principles. For fiscal 
year ended 2014, the CPA of Carbis Walker LLP provided an unmodified audit opinion on the 
Provider’s year-end financial statements based on Generally Accepted Accounting Principles.   
Relevant work performed by the CPAs, during annual audits of the Provider, was reviewed 
during the examination and incorporated into the examination workpapers. 
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HISTORY 

The original owners of the Provider commenced business as a nursing and retirement 
home in 1957 in a building, which was originally a farmhouse. Over the years, additions to the 
original farmhouse structure were made.  The most recent addition was completed in 1981.  In 
June 2007, the facility was purchased by Fair Winds Manor, LP, and on January 28, 2008, the 
Provider was issued a Certificate of Authority by the Department to operate as a CCRC. 

The Provider is currently licensed as a personal care facility and skilled nursing facility as 
well as a CCRC.  The Provider is an affiliate of Sugar Creek Rest, Inc., d/b/a Quality Life 
Services.  Quality Life Services is a for-profit corporation which provides administrative and 
fiscal services to all its affiliates, and coordinates the operations of Fair Winds Manor, LP. 

DESCRIPTION OF FACILITY 

Fair Winds Manor is located on approximately 10 acres of land in Sarver, Pennsylvania 
in a rural area of Butler County.  The main living structure includes 30 personal care beds 
located on the first floor and a 66-bed skilled nursing facility located on the second floor.  The 
personal care facility includes five units that were originally residential living apartments that the 
prior owner converted to personal care units.  

A sixth apartment is located adjacent to the building that houses the personal care and 
nursing facilities.  This free-standing residential living apartment is used by the independent 
living residents under CCRC agreements.  The Provider currently has only one apartment 
dedicated for a CCRC resident.  A single-car garage is available for an additional monthly fee to 
the resident occupying the apartment.  

FEES AND SERVICES 

As of June 30, 2017, the entrance fee for the independent living apartment is $10,000, per 
single or double occupancy, and the monthly service fee is $500. This includes utilities, 
telephone, cable television, maintenance and repair of equipment, maintenance of grounds, 
property insurance, administration, assessments, meals, housekeeping, linen/laundry, 
transportation, and activities. 

The entrance fee is amortized at a rate of two percent (2%) per month for 50 months.  
After 50 months, the entrance fee has been fully earned, and the resident is not entitled to a 
refund.  
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REFUND POLICY 

The following describes the Provider’s refund policy which does comply with the Act 
and Regulations. There were no CCRC resident refunds issued during this examination period.  
Therefore, testing was not warranted.   

Refund during the Rescission Period 

Entrance fee payments will be refunded in full if the resident rescinds the agreement 
within seven days in accordance with the notice of right to rescind.

Refund after Rescission Period but Prior to Occupancy

In the event of a resident’s death before the designated occupancy date or actual date of 
occupancy, whichever is earlier; or in the event the resident is precluded from taking occupancy 
because of illness, injury, or incapacity prior to the designated occupancy date or actual date of 
occupancy, whichever is earlier; then the Provider will make a full refund of any entrance fee 
payments less any amounts deducted to cover expenses incurred by the Provider at the resident’s 
specific written request. 

If the resident does not terminate the agreement within the seven day rescission period 
but terminates the agreement prior to the designated occupancy date or actual date of occupancy, 
whichever is earlier, while not precluded from taking occupancy by illness, injury, incapacity, or 
death; then the resident shall pay an amount equal to two percent (2%) of the entrance fee and 
any amounts necessary to cover expenses incurred by the Provider at the resident’s specific 
written request in accordance with this agreement. 

Refund after Occupancy 

If the resident agreement is terminated after occupancy after the lapse of the 
amortization period, the resident will not be entitled to a refund of any portion of the 
entrance fee. In the event of termination during the amortization period, the resident will be 
entitled to a refund of the unamortized portion of the entrance fee less deductions for any 
amounts necessary to cover costs incurred by the Provider to refurbish, restore or repair the 
residence in the event of unreasonable wear and tear, and/or costs incurred at the resident’s 
specific request, and/or any unpaid charges. All refunds shall be paid to the resident or their 
estate in accordance with conditions and due date for refund payments. 

Refund where Two Residents Execute the Agreement 

Where two individuals have signed the agreement for double occupancy, the death of 
one co-resident shall not constitute termination of the agreement, and no refund shall be due. 

It is the intention of the parties that any applicable refund will only be made in 
accordance with conditions and due date for refund payments after the last surviving co-
resident vacates and surrenders the residence, and this agreement is terminated. In situations 
of double occupancy where one co-resident is transferred to the nursing care facility and 
becomes eligible for medical assistance, no potential future refund shall be available to pay 
for routine nursing care services.
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Conditions and Due Date for Refund Payments

Prior to occupancy, all refunds are made within 30 days of termination of the 
agreement. After occupancy, refunds of unamortized entrance fees will be refunded only 
after the residence has been surrendered and has been occupied by another resident in which 
the entrance fee has been paid in full.  Refunds may be reduced by any amounts owed to the 
Provider.  The amortization of the entrance fee will cease after surrender of the residence.

MANAGEMENT AND CONTROL

PARTNERS 

Fair Winds Manor, LP, is a Pennsylvania for-profit limited partnership, which provides a 
continuum of services on its existing campus consisting of residential housing for the elderly, 
personal care, assisted living, and nursing care services. It has been engaged in the provision of 
health care services since 2007. 

Limited Partners Interest

Steven D. Tack    33% 
Butler, PA 

Mary Susan Tack-Yurek   33% 
Butler, PA 

Susan E. Tack Beardsley  33% 
Butler, PA 

General Partner Interest

Sugar Creek Rest, Inc.  1% 
Kittanning, PA 

PARTNERSHIP RECORDS

CERTIFICATE OF LIMITED PARTNERSHIP 

There were no changes made to the Provider’s Certificate of Limited Partnership during 
the period under examination. 

AGREEMENT OF LIMITED PARTHERSHIP 

There were no changes made to the Provider’s Agreement of Limited Partnership during 
the period under examination. 
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ANNUAL DISCLOSURE STATEMENT 

The Provider’s 2017 Annual Disclosure Statement was reviewed for compliance with the 
Act, and Regulations, specifically, § 151.7 and § 151.9. The examiner found that the 2017 
Disclosure Statement was not in compliance with all information required by the Act and the 
Regulations. 

The examiner inspected Fair Winds Manor’s most recent Disclosure Statement and 
concluded the Provider’s statement did not contain all matters required. Specifically 40 P.S. §§ 
3207(a)(3)(iii)(B)(I-III) states, “(I) A description of the goods, leases or services and the 
probable or anticipated costs thereof to the facility or provider.  (II) The process by which the 
contract was awarded. (III) Any additional offers that were received.  The commissioner may 
request additional information, detailing why a contract was awarded, as may be necessary.” 

It is recommended that the Provider amend its Disclosure Statement to include a
description of the goods, the process by which the contract was awarded, and any additional 
offers that were received pursuant to the requirements of 40 P.S. §§ 3207(a)(3)(iii)(B)(I - III). 

RESIDENT AGREEMENT 

The Provider’s 2017 Resident Agreement was reviewed for compliance with the Act, 40 
P.S. § 3214, and the Regulations, specifically 31 Pa. Code § 151.8 and § 151.9.  The examiner 
found the 2017 Resident Agreement was not in compliance with all information required by the 
Act and the Regulations. 

The examiner concluded the Provider’s Resident Agreement did not contain all matters 
required by 31 Pa. Code § 151.8(d) which states, “Each resident’s agreement shall contain a 
provision whereby the provider agrees that the resident shall not be liable to a health care 
provider for services rendered under a resident’s agreement. In the event a health care provider 
seeks payment from the resident, the continuing care provider shall assume liability for payment 
of the health care services rendered, if the health care services rendered are services which a 
provider agreed to furnish to a resident in consideration of the resident’s payment of entrance 
and periodic fees. Health care providers shall include persons rendering services to a resident as 
employees of the provider or facility, on a fee-for-service basis, or otherwise. 

It is recommended that the Provider amend its Resident Agreement to include the 
provision pursuant to the requirements of 31 Pa. Code § 151.8(d).  

PENDING LITIGATION 

There are known pending legal actions; however, there are no known potential legal 
action which could have a materially adverse effect on the Provider’s financial condition as of 
the examination date. 
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FINANCIAL STATEMENTS 

The financial condition of the Provider, as of June 30, 2017, and the results of its 
operations for the five-year period under examination, are reflected in the following statements*:

Comparative Statement Balance Sheet; 
Comparative Statement of Operations; and 

Comparative Statement of Cash Flow 

*Note:  Some financials shown in this report may contain immaterial differences to those 
reported in the Company’s filed Annual Statements due to rounding errors.   
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Comparative Statement Balance Sheet 
For the Year Ended June 30, 

Assets 2017 2016
CURRENT ASSETS

Cash $ 631,699          $ 955,137         
Resident AR, less allowance for doubtful
accounts 2017 $29,012; 2016 $24,149 699,410          780,097         
Accounts receivable, affiliates 856                 1,152             
Estimated third-party payor settlements - 23,418           
Prepaid expenses 113,594          115,778         

Total current assets 1,445,559       1,875,582      

OTHER ASSETS

   Goodwill 390,000          390,000         
   Resident funds, cash 7,460              3,495             
   Mortgage escrows 40,295            39,613           
   Statutory liquid reserve 6,495              6,181             
              Total other assets 444,250          439,289         

PROPERTY AND EQUIPMENT , at cost

 Land 32,407            32,407           
 Buildings and improvements 6,967,437       69,926,817    
 Parking lot 287,040          287,040         
 Equipment 985,613          941,136         
 Automotive equipment 5,639              5,639             
 Gas well 50,000            50,000           
 Construction in progress 86,200            -

8,414,336       8,243,039      
 Less accumulated depreciation 3,179,961       2,867,290      
 Less accumulated depletion 50,000            50,000           

           Net property and equipment 5,184,375       5,325,749      
           Total assets 7,074,184       7,640,620      

LIABILITIES AND PARTNERS' EQUITY 2,017              2,016             
CURRENT LIABILITIES

  Current maturities of long-term debt 290,053          286,185         
  Accounts payable, trade 150,681          118,497         
  Accounts payable, affiliates 40,555            38,808           
  Accrued payroll and payroll taxes 116,261          184,004         
  Accrued vacation and other expensed 109,817          98,459           
  Estimated third-party payor settlements 52,083            -
            Total current liabilities 759,450          725,953         

RESIDENT FUNDS 7,460              3,495             

LONG-TERM DEBT, less current maturities and loan fees 4,497,354       4,774,078      

DEFERRED REVENUE FROM ADVANCE FEES 7,092              7,092             

REFUNDABLE FEES AND DEPOSITS - 100                

PARTNERS' EQUITY

  Limited partners 1,763,501       2,095,913      
  General partner 39,327            33,989           

             Total partners' equity 1,802,828       2,129,902      

             Total liabilities and partners' equity $ 7,074,184       $ 7,640,620      
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Comparative Statement of Operations 
For the Year Ended June 30, 

2017 2016
Net resident revenue $ 7,057,453    $ 7,050,280 

Operating expenses:
   Nursing and medical care 3,340,140    3,182,984 
   Administrative and medical care 795,339       812,021    
   Dietary 614,843       597,526    
   Operation and maintenance 587,783       570,862    
   Depreciation and amortization 328,746       325,504    
   Recreation and social services 282,314       277,346    
   Interest 245,946       254,725    
   Housekeeping 180,924       187,261    
   Laundry and linen 94,313         95,888      
   Provision for bad debts 54,816         63,706      

              Total operating expenses 6,525,164    6,367,823 

              Operating income 532,289       682,457    

Other income (loss):
   Meals income 382              2,338        
   (Loss) on disposal of equipment - (3,341)       
   Miscellaneous income 1,255           2,768        

                Total other income 1,637           1,765        

                Net income $ 533,926       $ 684,222    
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Comparative Statement of Cash Flow 
For the Year Ended June 30, 

2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES

  Net Income $ 533,926     $ 684,222    
  Adjustment to reconcile net income to net cash

  provided by operating activities:

     Depreciation 312,671     309,428    
     Amortization 16,075       16,076      
     Provision for bad debts 54,816       63,706      
     Amortization of advance fees (100)           (663)          
     Loss on disposal of equipment - 3,341        
     (increase) decrease in asset:

     Resident accounts receivable 25,871       78,724      
     Accounts receivable, affiliates 296            34,868      
     Estimated third-party payor settlements 23,418       (23,418)     
     Prepaid expenses 2,184         (11,271)     
  Increase (decrease) in liabilities:

      Accounts payable, trade 32,184       (45,296)     
      Accounts payable, affiliates 1,747         13,138      
      Accrued payroll and payroll taxes (67,743)      19,627      
      Accrued vacation and other expenses 11,358       11,558      
      Estimated third-party payor settlements 52,083       (56,999)     

             Net cash provided by operating activities 998,783     1,097,041 

CASH FLOWS FROM INVESTING ACTIVITIES

   Purchase of property and equipment (171,297)    (202,659)   
   Net (deposits to) withdrawals from mortgage escrows (682)           97             
   (Increase) decrease in statutory liquid reserve (314)           144           
            Net cash (used in) investing activities (172,293)    (202,416)   

CASH FLOWS FROM FINANCING ACTIVITIES

   Principal payments on long-term debt (288,931)    (265,200)   
   Distributions to partners (861,000)    (295,000)   
           Net cash (used in) financing activities (1,149,931) (560,200)   

        Net increase (decrease) in cash (323,438)    334,423    
Cash:
   Beginning 955,137     620,714    
   Ending $ 631,699     $ 955,137    

SUPPLEMENTAL DISCLOSURE OF CASH FLOW

INFORMATION

Cash payments for:

   Interest $ 245,946     $ 254,725    
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NOTES TO FINANCIAL STATEMENTS 

STATUTORY MINIMUM LIQUID RESERVE    $6,495 

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; or

(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 $4,296 and the value of (2) is $6,495.  
As of June 30, 2017, the Provider had established and reported a reserve of $6,495 for this 
purpose. 

ESCROW ACCOUNT REQUIREMENTS 

The Provider does not accept 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 examination team was not made aware of any events that could have a significant 
effect on the solvency of the Provider subsequent to the examination date. 

RECOMMENDATIONS 

PRIOR EXAMINATION 

As a result of the prior examination, there were no recommendations. 

CURRENT EXAMINATION 

As a result of the current examination, the following recommendations are being made:

1. It is recommended that the Provider amend its Disclosure Statement to include a 
description of the goods, the process by which the contract was awarded, and any 
additional offers that were received pursuant to the requirements of 40 P.S. §§ 
3207(a)(3)(iii)(B)(I - III).  (see “Annual Disclosure Statement”, page 5) 
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2. It is recommended that the Provider amend its Resident Agreement to include the
provision pursuant to the requirements of 31 Pa. Code § 151.8(d).  (see “Resident
Agreement”, page 5)

CONCLUSION 

The examination of Fair Winds Manor, LP, as of June 30, 2017, was determined to be not 
in compliance with all applicable Pennsylvania laws and regulations as pertaining to CCRCs, as 
outlined above.  

This examination was conducted by Ellie Durant. 

Respectfully,

Melissa L. Greiner 
Director  
Bureau of Financial Examinations 

Matthew C. Milford, CFE  
Examination Manager 

Ellie Durant
Examiner-in-Charge 


