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 Harrisburg, Pennsylvania 
 August 20, 2019 

 
Honorable Joseph DiMemmo, CPA 
Deputy Insurance Commissioner 
Office of Corporate and Financial Regulation 
Pennsylvania Insurance Department 
Harrisburg, Pennsylvania 
 
Dear Sir: 
 
 In compliance with instructions contained in Examination Warrant Number 16-
203658129-CP dated April 25, 2018, and in accordance with provisions of the Pennsylvania 
Continuing Care Provider Registration and Disclosure Act, 40 P.S. § 3219 (“the Act”), an 
examination was conducted of the records and affairs of 

THE HERITAGE OF GREEN HILLS OPCO, LLC 
a continuing-care retirement community (“CCRC”), hereafter referred to as the “Provider.” This 
examination was conducted at the Provider’s facility located at 200 Tranquility Lane, Reading, 
Pennsylvania 19607. 
 The report of this examination is hereby respectfully submitted. 

SCOPE OF EXAMINATION 
 This is the first examination of the Provider. This examination covered the period from 
January 1, 2011 through December 31, 2017 and consisted of a general survey of the Provider’s 
business practices and management, and an evaluation of the Provider’s financial condition, 
based upon the results of its annual audits.  Material subsequent events were also reviewed. 
 Work programs employed in the performance of this examination were designed to 
comply with the 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 key financial items that are of 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”). 
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For the fiscal year ending December 31, 2011, the Provider’s financial statements were 
audited by the certified public accounting (“CPA”) firm of McGladrey & Pullen LLP, Blue Bell, 
Pennsylvania. For the fiscal years ending December 31, 2012 through December 31, 2014, 
statements were audited by the CPA firm of McGladrey LLP, formerly McGladrey & Pullen 
LLP.  Finally, for the fiscal years ending December 31, 2015 through December 31, 2017, 
statements were audited by the CPA firm of RSM US LLP, formerly McGladrey LLP.  The firms 
issued an unmodified opinion based on generally accepted accounting principles.   

The Provider entered into an agreement with the CPA firms for all years, which included 
indemnity clauses.  This is discussed in more detail in the Annual Disclosure Statement section 
of this report on page 5. 

HISTORY 
 The Provider is a for-profit New Jersey limited liability corporation that was incorporated 
on October 5, 2005.  The Provider registered to do business in the Commonwealth of 
Pennsylvania as The Heritage of Green Hills (“HGH”).  The fictitious name of The Heritage of 
Green Hills was registered on October 20, 2005.  On February 16, 2006, the Provider was 
granted a Certificate of Authority to operate as a CCRC. The facility admitted its first CCRC 
resident in March 2009. 

The Provider is affiliated with other entities which were organized to develop and operate 
the CCRC. The Heritage of Green Hills Realco, LLC, (“Realco”) is the owner of the real estate 
on which the CCRC is located and from whom HGH leases the property pursuant to a long-term 
lease arrangement.  

Green Hills Manor, Inc., a Pennsylvania for-profit corporation, operates a personal care 
home adjacent to the CCRC.  The Heritage of Green Hills Holdco, LLC, a New Jersey limited 
liability company (“Holdco”) is the sole member of The Heritage of Green Hills Opco, LLC, and 
The Heritage of Green Hills Realco, LLC. Green Hills Manor, Inc. (“GHMI”) is the sole member 
of Holdco. GHMI’s sole shareholder is LEI PA Lenders, LP. LEI PA Lenders, LP, is an entity in 
which the Pennsylvania State Employee Retirement Systems is an investor, and Lowe 
Enterprises Investment Management LLC controls the general partner. 

DESCRIPTION OF FACILITY 
The Provider maintains 195 independent living and 51 personal care units in a multi-story 

building in a country setting.  The units are located at the address of 200 Tranquility Lane, 
Reading, Pennsylvania.  A resident can choose from one or two floor villas, or apartments with 
an adjoining community center and indoor pool.  The units and villas have a complete kitchen 
which includes refrigerator/ice maker, range/oven, garbage disposal, dishwasher and microwave, 
washer and dryer. Residents are encouraged to bring their own furniture and décor.   

As of December 31, 2017, the CCRC community included 175 occupied units with 236 
residents. The current personal care population is approximately 37 residents with the census 
changing daily.  
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FEES AND SERVICES 
For the year 2018, apartments and villas were available for an entrance fee ranging from 

$120,500 to $404,700, depending on the model and entrance fee plan.  There was an additional 
Entrance Fee in the amount of $9,300 for Double Occupancy. Residents may select between the 
following three Entrance Fee Plans: Refundable Entrance Fee Plan (100% Return-of-Capital™), 
75% Refundable Entrance Fee Plan (75% Return-of-Capital™), and Declining Balance Entrance 
Fee Plan (Traditional).  Each entrance fee plan is outlined in the Provider’s annual disclosure 
statement.  HGH charges a refundable wait list deposit for current residences, equal to 10% of 
the Traditional Residency Agreement Entrance Fee Plan for the preferred residential living unit 
desired. Refunds will be made within 30 days after the Resident’s living unit has been re-
occupied by another Resident from whom HGH has received full payment of the applicable 
Entrance Fee. 

In addition to the entrance fee, residents are charged a monthly service fee.  For the year 
2018, the monthly service fee for a one-bedroom single occupancy unit was $1,909, for a two 
bedroom $2,542, a three bedroom, $3,821 and a villa $3,578. For double occupancy and 
additional $822 was added to the monthly fee.   

Payment of the independent living entrance fee entitles the resident to have priority 
admission at Green Hills Manor to receive personal care should it become necessary.  The 
independent living leases are not life-care contracts, and residents are responsible for paying the 
per-diem rates for the level of care required.   

Other services included with the monthly fees are light housekeeping services, the Well-
by-Design program, dining options, security services, basic utilities including standard cable, 
water and sewer, storage area, scheduled local transportation, preventative maintenance, and one 
parking space.  Additional services are offered on a fee-for-service basis. The specific services 
are outlined in the resident agreement.  

REFUND POLICY 
Seventy-three CCRC agreements were terminated during the examination period.  A 

sample of five terminations was selected for review of applicable refund due to a resident or 
resident’s estate.  For each termination, refunds were paid in accordance with the terms of the 
agreement and the Provider’s refund policy. 

 
The following describes the Provider’s refund policy which compiles with the Act.  

Refund During the Rescission Period  
The resident may terminate the agreement within seven days of its execution (rescission 

period) and receive a full refund of the entrance fee paid, without interest, less any expense 
incurred by the Provider at the resident’s specific request for custom improvements to a 
residence.  
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Refund after Rescission Period But Prior to Occupancy  
After the lapse of the seven-day rescission period, but prior to occupancy, a resident may 

terminate the agreement for any reason by giving the Provider a 30-day written notice sent by 
registered or certified mail. 

If the resident is precluded from becoming a resident because of illness, injury, in-
capacity, death, or financial condition, the Provider shall make a full refund of the reservation fee 
and all entrance fee payments less any amounts deducted to cover expenses incurred by the 
Provider at the specific written request of the resident. 

If the resident terminates the agreement, for reasons not caused by illness, injury, in-
capacity, death or financial condition, the Provider shall retain $500 from the entrance fee and 
any amounts to cover expenses incurred by the Provider at the specific written request of the 
resident.  Any additional payments shall be refunded to the resident.  

Refund after Occupancy 
A resident may terminate the agreement during the first four months of occupancy, by 

giving the Provider 30 days advance written notice sent by registered or certified mail.  A full 
refund of the entrance fee will be made.  After four months, a refund is made in accordance to 
the entrance fee plan selected less any amounts deducted to cover expenses incurred by the 
Provider.  The following describes each plan’s refund starting on the fifth month.  

Refundable Entrance Fee Plan (100% Return-of-Capital ™) 
 100% of the entrance fee is refunded to the resident. 

75% Refundable Entrance Fee Plan (75% Return-of-Capital ™) 
The refund is the greater of 75% of the entrance fee or the amount of the entrance fee 
paid, reduced by 1% of the fees per full month of occupancy to the resident.  

Declining Balance Entrance Fee Plan (Traditional) 
The resident is entitled to a refund of the unamortized portion.  The refund is amortized 
20% annually for five years or 1.66% of the entrance fee per full month of occupancy.  
After five years, the refund is earned fully by the CCRC community.  
The above agreements can be cancelled with a 30 days advanced written notice sent by 

registered or certified mail.  A refund will be paid within 30 days following re-occupancy of the 
residence and full payment of the new resident’s entrance fee.  

Refund Where Two Residents Execute the Agreement 
If one of two residents covered under the agreement remains in the residence after the 

other resident’s death or relocation from the Provider’s facility, the refund of the entrance fee 
will be paid only according to the agreement plan after the surviving spouse, or other resident, 
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has vacated the residence.  The second person fee is non-refundable after the first four months of 
residency.   

MANAGEMENT AND CONTROL 
The Heritage of Green Hills Holdco, LLC, a New Jersey limited liability company 

(“Holdco”) is the sole member of The Heritage of Green Hills Opco, LLC, and of The Heritage 
of Green Hills Realco, LLC. Green Hills Manor, Inc. (“GHMI”) is the sole member of Holdco. 
GHMI’s sole shareholder is LEI PA Lenders, LP. LEI PA Lenders, LP, is an entity in which the 
Pennsylvania State Employee Retirement Systems is an investor, and Lowe Enterprises 
Investment. 

The Heritage of Greens Hills Opco, LLC, The Heritage of Green Hills Realco, LLC, The 
Heritage of Green Hills Holdco, LLC, and Green Hills Manor, Inc., are co-obligors on the capital 
financing related to the development of the CCRC, but the entities are not responsible for the 
operating liabilities of one another. 

As of December 31, 2017, the day-to-day business affairs of the Provider are managed by 
Life Care Services LLC under a management agreement. 

CORPORATE RECORDS 

CERTIFICATE OF ORGANIZATION  
The Provider was issued a Certificate of Organization to be a limited liability company 

October 5, 2005 in the state of New Jersey.  A change of address was made during the 
examination period.  

ANNUAL DISCLOSURE STATEMENT 
The Provider’s 2017 Annual Disclosure Statement was reviewed for compliance with the 

Act, 40 P.S. § 3207, and the Regulations, specifically § 151.7 and § 151.9.  The examiner found 
that the 2017 Disclosure Statement is in compliance with all information required by the Act and 
the Regulations. 

The Provider entered into agreements with its auditors, for each year of the examination, 
which indemnified the auditors from any claims, liabilities, costs, and expenses for the services 
provided under the engagement.   

According to 31 Pa. Code § 147.6(b)(4), the Department will not recognize a firm as a 
qualified CPA when “the person or firm has entered into an agreement of indemnity, or other 
release from liability, that would shift, transfer, or limit in any manner the potential liability of 
the person or firm for failure, whether by omission or commission, to adhere to applicable 
auditing or professional standards, whether or not the failure would result in whole or in part 
from misrepresentations made by the insurer or its representatives.” 
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It is recommended that the Provider submit with its Annual Disclosure Statement, 
financial statements which were audited by a qualified independent certified public 
accountant who has not entered into indemnity clauses, which are prohibited in 31 Pa. Code § 
147.6(b)(4).  

RESIDENT AGREEMENT 
The Provider’s 2017 Resident Agreement was reviewed for compliance with the Act, 40 

P.S. § 3214, and the Regulations, specifically § 151.8 and § 151.9.  The 2017 Resident 
Agreement was in compliance with all information required by the Act and the Regulations.   

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. 

FINANCIAL STATEMENTS 
The Provider files consolidated financial statements which include the accounts of GHMI 

(Green Hills Manor, Inc.), Holdco and HGH, Opco, and Realco.  The financial condition of the 
Provider, as of December 31, 2017, and the results of its operations for the last two years under 
examination are reflected in the following statements: 

Comparative Balance Sheet;  
Comparative Statement of Operations; and 

Consolidated Statement of Cash Flows 
 

The financial information used to compile the following financial statements was 
presented in the audited financial statements as of December 31, 2017.  There were no changes 
made to the financial statements as a result of this examination. 
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Comparative Balance Sheet 
as of December 31, 

2017 2016
ASSETS

Current assets:
Cash and cash equivalents 437,316$         591,060$         
Resident accounts receivable:, net 10,993             11,228             
Due from affiliates 44,269,322      41,114,267      
Other receivable: 15,326             71,053             
Entrance fee receivables 171,990           465,871           
Prepaid expenses and other 149,550           104,831           

Total current assets 45,054,497      42,358,310      

Assets limited as to use:
Entrance fee escrow funds 1,589,215        2,602,960        
Statutory liquid reserve funds 1,995,056        1,993,085        

3,584,271        4,596,045        

Property and equipment, net 261,897           230,171           

Other assets
Deferred marketing costs 623,372           1,157,868        

Total  assets 49,524,037$    48,342,394$    

LIABILITIES AND STOCKHOLDERS DEFICIT

Current liabilities:
Accounts Payable 121,676$         164,900$         
Due to affiliate 30,311,911      30,683,105      
Other accrued expenses 210,665           236,841           

Deposits 56,118             443,830           

Total current liabilities 30,700,370      31,528,676      

Long-term  liabilities:
Refundable entrance fees - deferred revenue 22,585,062      21,750,910      

Nonrefundable entrance fees - deferred revenue 6,656,486        7,294,400        

Total long-term  liabilities 29,241,548      29,045,310      

Total liabilities 59,941,918      60,573,986      

Stockholder's deficit:

Member's equity  (deficit) (10,417,881)     (12,231,592)     

Total liabilities and stockholder's deficit 49,524,037$    48,342,394$    
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Comparative Statement of Operations 
For the Year Ended December 31, 

2017 2016

Revenues:
Resident monthly fees and other services 6,264,210$      6,072,791$   
Entrance fees amortization 1,823,797        1,964,701     

Total revenues 8,088,007        8,037,492     

Expenses:
General and administrative 2,107,491        2,139,423     
Plant operations 1,320,866        1,228,152     
Environmental service 240,291           220,233        
Food and beverage 1,402,973        1,281,905     
Resident Services 165,970           260,582        
Management Fees 354,369           351,995        
Nursing expense 113,626           111,562        

Total operation expenses 5,705,586        5,593,852     

Income (loss) before other income (expenses) 2,382,421        2,443,640     

Other income (expense):
Interest income 27,941             17,910          
Depreciation and amortization (596,651)         (604,089)       

Total other expenses: (568,710)         (586,179)       

Net income 1,813,711$      1,857,461$   
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Consolidated Statement of Cash Flows 
For the Year Ended December 31, 

2017 2016

Cash flows from operating activities:
Net loss (10,673,266)$ (9,450,739)$   
Adjustments to reconcile net loss to net cash provided by (used in) operating activities:

Depreciation and amortization 2,203,241       2,223,695       
Amortization of entrance fees (1,823,797)     (1,964,701)     
Accrued interest 8,764,188       7,756,520       
(Increase) decrease  in:

Resident accounts receivable (13,072)          26,479            
Other 61,765            (39,043)          
Entrance fee receivables 293,881          1,219,219       
Prepaid expenses and other (66,480)          115,039          

Increase (decrease) in:
Accounts payable (63,680)          (2,552)            
Deferred monthly fees -                     (26,747)          
Other accrued expenses (20,590)          62,299            
Deposits (387,712)        399,090          

Net cash provided by (used in) operating activities (1,725,522)     318,559          

Cash flows from investing activities:
Change in assets limited to as to use 1,071,774       (603,133)        
Purchases of property and equipment (143,842)        (163,101)        

Net cash provided by (used in) investing activities 927,932          (766,234)        

Cash flows from financing activities:
First generation entrance fees received 3,879,576       3,668,835       
Refunds of entrance fees (1,859,541)     (2,341,402)     
Repayments of construction loan (1,766,654)     (1,599,684)     
Equity contribution received 407,866          833,233          

Net cash provided by financing activities 661,247          560,982          

Net increase (decrease) in cash and cash equivalents (136,343)        113,307          

Cash and cash equivalents, Beginning 596,551          483,244          

Cash and cash equivalents, Ending 460,208$        596,551$        
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NOTES TO THE FINANCIAL STATEMENTS 

STATUTORY MINIMUM LIQUID RESERVE    $1,995,056 
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 $1,620,388, and the value of (2) is 

$572,654.  As of December 31, 2017, the Provider had established and reported a reserve of 
$1,995,056 for this purpose.  The Provider’s current assets satisfy this requirement.  

ESCROW ACCOUNT REQUIREMENTS 
The Provider has established an escrow account as required by 40 P.S. § 3212.  The 

Provider held CCRC resident deposits in the account as of December 31, 2017. 

SUBSEQUENT EVENTS 
The examiner was made aware of several events subsequent to December 31, 2017, 

through the date of this examination report that would have a material effect on the solvency of 
the Provider.  

In the year subsequent to the examination period, the examiner noted that the Provider’s 
CPA issued a going concern comment on the Provider’s audited financial statements. 

The Provider’s CPA re-issued their audit opinion with a going concern comment due to 
the real estate being transferred to a new real estate owner. According to the new real estate 
owner, the Provider will likely be phased out as the new real estate owner looks for a new 
provider. 

RECOMMENDATIONS 
This is the first examination of the Provider.  As a result of the current examination, the 

following recommendation was made:  
It is recommended that the Provider submit its Annual Disclosure Statement, financial 

statements which were audited by a qualified independent certified public accountant who has 
not entered into indemnity clauses, which are prohibited in 31 Pa. Code § 147.6(b)(4). (See 
“Annual Disclosure Statement” on Page 5).   
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CONCLUSION 
The examination of The Heritage of Green Hills OPCO, LLC as of December 31, 2017, 

was determined not to be in compliance with all applicable Pennsylvania laws and regulations as 
pertaining to CCRCs, as explained in the Recommendations section on page 10.  
 

This examination was conducted by Barbara Kowalski. 
 
       Respectfully submitted, 
 
 
 
       Melissa L. Greiner 

      Director 
      Bureau of Financial Examinations 

 
 
 
       Matthew C. Milford, CFE 

      Examination Manager 
 
 
 

Barbara Kowalski 
      Examiner-In-Charge 

 
 

Barbara Kowalski (May 1, 2020)
Barbara Kowalski

https://na2.documents.adobe.com/verifier?tx=CBJCHBCAABAAcRwJHCqfdiOKCrQvv8AqLb3mGgsbNvAl
https://na2.documents.adobe.com/verifier?tx=CBJCHBCAABAAcRwJHCqfdiOKCrQvv8AqLb3mGgsbNvAl
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