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Harrisburg, Pennsylvania
June 5, 2020 

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

Dear Sir:

In compliance with instructions contained in Examination Warrant Number 18-
521931788-CP-1, dated January 24, 2020, 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 conducted of the records and affairs of

Homewood at Hanover PA, Inc.  

a continuing-care retirement community (“CCRC”), hereinafter referred to as the “Provider.”  
The examination was conducted at the Provider’s administrative office, located at 16107 Elliott 
Parkway, Williamsport, Maryland 21795. 

A 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, 2014 through December 31, 2018 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 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 years ending December 31, 2014 through December 31, 2018, the certified public 
accounting (“CPA”) firm of Smith Elliott Kearns & Company, LLC issued an unmodified 
opinion on the Provider’s financial statements based on generally accepted accounting principles.  
Relevant work performed by the CPA, during its 2018 annual audit of the Provider, was 
reviewed during the examination and incorporated into the examination workpapers. 
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HISTORY 

The Provider was incorporated on May 22, 1995 in the State of Maryland.  The Provider 
is a non-profit Maryland corporation that is registered to do business in Pennsylvania effective 
September 7, 1995.   

In October of 2000 the Provider added 34 assisted living suites (personal care) to the 
facility in order to offer a full continuum of care.   

The Provider was issued a Certificate of Authority by the Department to operate a CCRC 
in March of 2007.  Previous to March 2007, the facility was operating under the Certificate of 
Authority of the owner, Homewood Retirement Centers of the United Church of Christ, Inc. 

The Provider is a tax-exempt organization under § 501(c)(3) of the Internal Revenue 
Code.   

DESCRIPTION OF FACILITY 

The Provider operates a CCRC located on a 288-acre parcel of land in a suburban setting 
in York and Adams Counties, Pennsylvania.  The campus currently consists of 305 residential 
living units (234 cottages and 71 apartments), 90 personal care rooms, and 120 nursing care 
beds. Note that 60 of the 120 nursing care beds are designated for Alzheimer/Dementia patients.  
The Independent Living units accommodate either single residents or couples according to the 
style/type of unit selected.  The population of the Independent Living units consists of both 
CCRC residents (under a Resident Agreement), and non-CCRC residents (under a Lease 
Agreement); the latter of which were not considered in the scope of the examination. 

The campus is designed with a Townhall where administrative offices, small shops, 
therapy, medical suites, and dining rooms are located.  In addition, a community center contains 
administration offices, a bank, a pharmacy, a store, dining rooms, activity areas, and a wellness 
center.  Ample parking for residents is provided. 

Currently, the Independent Living units have two hundred and sixty-three (263) active 
CCRC residency agreements.  The census of the skilled nursing center, and the personal care 
facility changes daily. 

FEES AND SERVICES 

As of December 31, 2018, refundable entrance fees for existing CCRC units range from 
$72,000 to $344,200 depending upon the living unit type (cottage, villa or apartment), the unit’s 
options and/or upgrades, and the Entrance Fee option selected.  There are two refundable 
Entrance Fee options available. The first is a Traditional Entrance Fee option that has monthly 
fees in the range of $774 to $1,175 depending on the unit type selected.  There is an additional 
amount added to the monthly fee for a second occupant.  The second Entrance Fee option 
available is a Hybrid option in which the Entrance Fee paid is lower, but the resident pays a 
higher monthly fee during the term of the Resident Agreement.  The monthly fees for the Hybrid 
option range from $1,376 to $2,391 depending on the unit type selected.  There is also an 
additional amount added to the monthly fee for a second occupant.  Both Entrance Fee options
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are refundable but are subject to a ten (10) year amortization schedule at a rate of ten (10%) 
percent each year.  No refund of the Entrance Fee would be due to the resident or resident’s 
estate after ten (10) years.  The Provider charges a Premium (additional fee) for residents who 
are not yet seventy (70) years of age upon admission with the minimum age for admission being 
fifty-five (55) years of age.  There is an additional Premium percentage charged for each year 
that the resident is under seventy (70) years of age.  The maximum Premium percentage charged 
would be for a resident who is fifty-five (55) years of age and the Premium would be sixty-six 
(66%) percent of the Entrance Fee.  Each resident must pay for meals and there is a monthly 
minimum dining fee.  The monthly minimum dining fee amount is specified in the Resident
Agreement and depends upon the type of unit occupied by the resident.  A non-refundable 
application fee of $100 is required at the time of submission of an application by a prospective 
resident.

The monthly service fee includes the following items: exterior maintenance of the 
structure including the roof, interior maintenance such as painting, carpet, etc., repairs on all 
appliances supplied, maintenance of seeded and landscaped areas, street and parking areas 
maintained, snow removal from streets and sidewalks, trash removal on a scheduled basis, 
security lighting including parking areas, water and sewer fees, real estate taxes, access to 
activity and recreational facilities, and a Response Call System.  There are other services 
provided to the residents for an additional fee.  

REFUND POLICY 

During the examination period there were two-hundred and thirty-one (231) CCRC 
resident agreements terminated.   A sample of eight (8) terminations was selected for review of 
applicable refund due to a resident or resident’s estate.  The refundable Entrance Fees were 
found to be fully amortized; therefore, no refunds were due to a resident or resident’s estate.    

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

Refund During the Rescission Period 

The resident may terminate the agreement within seven (7) days of its execution 
(rescission period) and receive a refund of all amounts paid to the Provider, except the 
application fee. 

Refund after Rescission Period But Prior to Occupancy  

After the lapse of the seven-day rescission period, but prior to occupancy, if either party 
terminates the agreement, the resident would be entitled to a full refund of the entrance fee 
deposit and/or entrance fee paid to the Provider but not, if applicable, any part of the 
Improvements Surcharge.

Refund after Occupancy 

A resident may terminate the agreement by written notice of at least thirty (30) days prior 
to termination and surrender of the living unit.  The resident will be entitled to receive a refund 
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of that portion of the entrance fee that has not been amortized.  The Provider shall have the right 
to deduct any amount owed to the Provider from the refund due the resident.

Upon termination of the Resident Agreement by Provider or by the resident for any 
reason, the resident will be entitled to receive a refund of that portion of the entrance fee that has 
not been amortized.  The Provider shall have the right to deduct any amount owed to the 
Provider from the refund due the resident. 

MANAGEMENT AND CONTROL

BOARD OF DIRECTORS 

The business and affairs of the Provider are managed by its Board of Directors (“Board”), 
which was comprised of the following members as of the examination date, December 31, 2018: 

Name and Address Principal Occupation 

G. Steven McKonly, Chair Attorney 
Hanover, PA G. Steven McKonly, P.C. 

Douglas Becker, Vice Chair Financial Planner 
Hanover, PA Hanover Capital Management Inc.

Rev. Roy Fauth Retired Clergy
Gettysburg, PA

Estelle King Community Volunteer 
Hanover, PA  

Allen Bittinger Self-Employed Business Owner 
Hanover, PA Bittinger-Schmid Sales LLC 

Warren Raybert Retired 
Hanover, PA  

OFFICERS 

As of the examination date, December 31, 2018, the following officers were appointed 
and serving in accordance with the Provider’s by-laws:

Name Title

Candace McMullen President

George C. McCullough Secretary/Treasurer

CORPORATE RECORDS 

ARTICLES OF INCORPORATION  

There were no changes made to the Provider’s Articles of Incorporation during the 
examination period. 
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BY-LAWS 

There were no changes made to the Provider’s By-Laws 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.  

It was found that the Disclosure Statement does not disclose the Provider’s second 
level/tier Entrance Fee options.  The Provider's second level/tier of Entrance Fee options 
available and pricing are required to be disclosed in the Disclosure Statement in accordance with 
40 P.S. § 3207 (a)(7). 

It is recommended that the Disclosure Statement be amended to disclose the complete 
Entrance Fee Structure used by the Provider in accordance with 40 P.S. § 3207(a)(7). 

It was found that the Disclosure Statement Summary page item 8 “Sample of Entrance 
and Monthly Service Fees” does not include all the available Entrance Fee options and pricing in 
accordance with 31 Pa. Code § 151.7(c)(8). 

It is recommended that the Disclosure Statement include a sample of all the available 
Entrance Fee options and pricing in accordance with 31 Pa. Code § 151.7(c)(8). 

It was found that the Disclosure Statement did not fully disclose all the reserve funding 
provisions/tests, the corresponding calculations, the investment/banking information, and the 
name and experience of persons who will make the investment decisions in accordance with 40 
P.S. § 3207(a)(8). 

It is recommended that the Provider amend the Disclosure Statement to include all 
information required by 40 P.S. § 3207(a)(8). 

It was found that the Disclosure Statement did not contain all the required documents, 
schedules and information in accordance with 40 P.S. § 3207(b)(1) and (2). 

It is recommended that Disclosure Statement filings contain all the required 
documents, schedules and information in accordance with 40 P.S. § 3207(b)(1) and (2). 

It was found that the Disclosure Statement did not contain the purchase of land and the 
related financial obligations in accordance with 31 Pa. Code § 151.7(e)(2). 

It is recommended that the Disclosure Statement be amended to disclose land 
purchased and the related financial obligations in accordance with 31 Pa. Code § 151.7(e)(2). 

It was found that Biographical Affidavits were not kept current for corporate officers and 
members of the Board of Directors in accordance with 31 Pa. Code § 151.7(e)(1). 

It is recommended that the Provider obtain and file Biographical Affidavits for the 
appropriate management individuals in accordance with 31 Pa. Code § 151.7(e)(1).  
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RESIDENT AGREEMENT 

The Provider’s 2018 Resident Agreement was reviewed for compliance with the Act 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. 

It was found that the Resident Agreement did not fully disclose the manner and 
circumstances by which any change in fees or charges or scope of care or services may be 
effective in accordance with 40 P.S. § 3214(a)(10). 

It is recommended that the Resident Agreement be amended to fully disclose the 
manner and circumstances by which any change in fees or charges or scope of care or 
services may be effective in accordance with 40 P.S. § 3214(a)(10). 

It was found that the Notice of Right to Rescind was not completed with the beginning 
and ending dates of the rescission period in accordance with 40 P.S. § 3214(b). 

It is recommended that the Notice of Right to Rescind be completed in accordance with 
40 P.S. § 3214(b). 

It was found that the terms on the Resident Agreement Addendum regarding a Rental 
Agreement conversion to an Entrance Fee Agreement was not clearly specified as required by 40 
P.S. § 3214(a). 

It is recommended that the Resident Agreement Addendum regarding a Rental 
Agreement conversion to an Entrance Fee Agreement be amended to clearly specify the terms 
for said option as required by 40 P.S. § 3214(a). 

It was found that the Resident Agreement did not contain the 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 accordance with 31 Pa. Code § 151.8(d). 

It is recommended that the Resident Agreement be amended to include the resident not 
liable provision required in accordance with 31 Pa. Code § 151.8(d). 

PENDING LITIGATION 

There was no known pending legal action or any 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 December 31, 2018, and the results of its 
operations for the last two years under examination, are reflected in the following statements:

Comparative Statement Balance Sheet; 
Comparative Statement of Operations and Changes in Net Assets; and 

Comparative Statement of Cash Flow 

The financial information used to compile the following financial statements was 
presented in the audited financial statements as of December 31, 2018.  There were no changes 
made to the financial statements as a result of this examination.
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Comparative Statement Balance Sheet 
For the Years Ended December 31, 

2018 2017
ASSETS
Current assets

Cash and cash equivalents 1,189,227$   3,398,606$   
Accounts receivable, net 1,203,862 801,190
Pledges receivable,  net -                   -                   
Due from affiliates 447,054 418,473        
Supplies and prepaid expenses 635,851 670,476        

Total current assets 3,475,994 5,288,745

Advances to affiliates 31,382,077 28,307,077
Statutory liquid reserves 795,417 619,805

Property and equipment
Land and improvements 5,002,048 2,943,248
Buildings and improvements 78,415,696 77,044,918
Furniture, equipment and vehicles 11,063,161 11,052,022
Less accumulated depreciation (46,379,506) (43,976,392)

48,101,399 47,063,796

Projects in process 79,016 36,375

48,180,415 47,100,171

Total Assets 83,833,903$ 81,315,798$ 

LIABILITIES AND NET ASSETS
Current liabilities

Current maturities of capital leases 24,832$        24,426$        
Current maturities of note payable 683,340 391,300
Current maturities of long-term debt 1,100,000 1,060,000
Accounts payable 756,511 320,142
Due to affiliates 38,187 36,959
Accrued liabilities and deposits 1,298,837 1,241,960

Total Current Liabilities 3,901,707 3,074,787

Advances from affiliates -                   -                   
Capital lease liabilities, less current maturities 23,392 48,224
Note payable, less current maturities 1,366,660     -                   
Interest rate swap agreements 99,886          -                   
Long-term debt, less current maturities and
unamortized debt issuance costs 11,532,463 12,614,680
Refundable fees 17,741,562 18,490,591
Deferred revenue from advance fees 9,474,384 9,822,746

Total Liabilities 44,140,054 44,051,028

Net assets
Unrestricted 39,693,849 37,264,770

Total net assets 39,693,849 37,264,770

TOTAL LIABILITIES AND & NET ASSETS 83,833,903$ 81,315,798$ 
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Comparative Statement of Operations 
and Changes in Net Assets 

For the Years Ended December 31, 
 

 
 

2018 2017
Revenue, gains and other support

Amortization of advance fees 3,595,620$   3,576,653$   
Other client service revenue 19,800,305   18,658,803   
Revenues from nonresidents 5,475,072     5,515,427     
Provision for bad debts (71,444)         (74,061)         

Net client services revenue less provision for bad debts 28,799,553   27,676,822   

Investment income available for operations 6,508            1,663            
Other 192,426        160,947        

Total revenue and other support 28,998,487   27,839,432   

Expenses
Client services 11,701,760   11,363,793   
Dietary 3,154,668     3,136,934     
Housekeeping and laundry 1,731,256     1,695,232     
Maintenance and utilities 3,696,012     3,469,758     
Administrative 2,651,669     2,634,242     
Marketing 312,315        273,040        
Depreciation 2,951,129     2,827,461     
Finance Charges 467,014        440,228        

Total 26,665,823   25,840,688   

Operating income (loss) 2,332,664     1,998,744     

Nonoperating revenue (expense)
Gain (loss) on sale of property (25,860)         620               
Contributions 222,161        175,483        
Net realized gains on investments -                   -                   

Total nonoperating revenue (expense) 196,301        176,103        

Excess (deficit) of revenues over expenses 2,528,965     2,174,847     
Change in fair value of interest rate swap agreements (99,886)         62,741          

Increase (decrease)  in unrestricted net assets 2,429,079$   2,237,588$   

Unrestricted net assets:
Excess (deficit) of revenues over expenses 2,528,965$   2,174,847$   
Change in fair value of interest rate swap agreements (99,886)         62,741          

Increase (decrease) in net assets 2,429,079     2,237,588     

Net assets (deficit), beginning of year 37,264,770   35,027,182   

Net assets (deficit), end of year 39,693,849$ 37,264,770$ 
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Comparative Statement of Cash Flow 
For the Years Ended December 31, 

 

 
 

2018 2017
Cash Flows from Operating Activities:

Change in net assets 2,429,079$   2,237,588$   
Adjustments to reconcile change in net assets

to net cash provided (used) by operating activities: 
Depreciation 2,951,129 2,827,461
Write-offs of bad debts 112,223 40,365          
Change in allowance (40,779) 33,696          
Non cash interest expense associated with debt issuance costs 17,783 19,120
(Gain) loss on disposal of property and equipment 25,860 (620)
Change in fair value of interest rate swap agreements 99,886 (62,741)
Occupancy fees earned (3,595,620) (3,576,653)
Change in accounts  receivable (474,116) (116,641)
Change in  accounts payable  and accruals 493,246 (130,458)
Change in intercompany balances (3,102,351) (816,524)
Other, Net 34,623 823
     
Net Cash Provided (Used) by 

 Operating Activities (1,049,037) 455,416

Cash Flows from Investing Activities
Acquisitions of property and equipment, net (4,057,233) (1,889,271)
Proceeds from sale and disposals of assets -                   620
Change in statutory liquid reserves (175,612) (9,054)

     
     Net Cash  Provided by (Used in)  

Investing Activities (4,232,845) (1,897,705)

Cash Flows from Financing Activities:
Occupancy fees paid by new residents 3,235,226     5,928,339
Refunds of occupancy fees (736,997) (781,774)       
Net change in note payable 1,658,700     (391,300)       
Principal payments on capital lease obligations (24,426)         (24,052)
Debt retirement (1,060,000)    (1,004,583)    

     
Net Cash Provided by 

 Financing Activities 3,072,503 3,726,630
     
Net Increase (decrease) in cash and cash equivalents (2,209,379) 2,284,341
     

Cash and cash equivalents - beginning of year 3,398,606 1,114,265
     

Cash and cash equivalents - end of year  $  1,189,227  $  3,398,606 
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NOTES TO FINANCIAL STATEMENTS 

STATUTORY MINIMUM LIQUID RESERVE    $795,417 

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 $1,349,578 and the value of (2) is 
$643,747.  As of December 31, 2018, the Provider had established and reported a reserve of 
$795,417 for this purpose.  The Provider’s reported reserve does not satisfy this statutory 
requirement and should be increased by $554,161.  The Act requires that the Statutory Minimum 
Liquid Reserve must be computed annually and reported on the balance sheet as restricted liquid 
assets. 

It is recommended that the Provider establish and maintain Statutory Minimum Liquid 
Reserves equal to or exceeding the amount required by 40 P.S. § 3209. 

ESCROW ACCOUNT REQUIREMENTS 

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

SUBSEQUENT EVENTS 

The examiner was not made aware of any events subsequent to December 31, 2018, 
through the date of this examination report that would have a material effect on the solvency of 
the Provider.

RECOMMENDATIONS 

CURRENT RECOMMENDATIONS 

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

1. It is recommended that the Disclosure Statement be amended to disclose the complete 
Entrance Fee Structure used by the Provider in accordance with 40 P.S. § 3207(a)(7). 
(See “Annual Disclosure Statement,” page 5). 

2. It is recommended that the Disclosure Statement include a sample of all the available 
Entrance Fee options and pricing in accordance with 31 Pa. Code § 151.7(c)(8).  (See 
“Annual Disclosure Statement,” page 5). 
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3. It is recommended that the Provider amend the Disclosure Statement to include all 
information required by 40 P.S. § 3207(a)(8). (See “Annual Disclosure Statement,” 
page 5).

4. It is recommended that Disclosure Statement filings contain all the required 
documents, schedules and information in accordance with 40 P.S. § 3207(b)(1) and 
(2). (See “Annual Disclosure Statement,” page 5). 

5. It is recommended that the Disclosure Statement be amended to disclose land 
purchased and the related financial obligations in accordance with 31 Pa. Code § 
151.7(e)(2).  (See “Annual Disclosure Statement,” page 5). 

6. It is recommended that the Provider obtain and file Biographical Affidavits for the 
appropriate management individuals in accordance with 31 Pa. Code § 151.7(e)(1).  
(See “Annual Disclosure Statement,” page 5).

7. It is recommended that the Resident Agreement be amended to fully disclose the 
manner and circumstances by which any change in fees or charges or scope of care or 
services may be effective in accordance with 40 P.S. § 3214(a)(10).  (See “Resident 
Agreement,” page 6). 

8. It is recommended that the Notice of Right to Rescind be completed in accordance with 
40 P.S. § 3214(b).  (See “Resident Agreement,” page 6). 

9. It is recommended that the Resident Agreement Addendum regarding a Rental 
Agreement conversion to an Entrance Fee Agreement be amended to clearly specify 
the terms for said option as required by 40 P.S. § 3214(a).  (See “Resident Agreement,” 
page 6). 

10. It is recommended that the Resident Agreement be amended to include the resident not 
liable provision required in accordance with 31 Pa. Code § 151.8(d).  (See “Resident 
Agreement,” page 6). 

11. It is recommended that the Provider establish and maintain Statutory Minimum Liquid 
Reserves equal to or exceeding the amount required by 40 P.S. § 3209.  (See “Statutory 
Minimum Liquid Reserve,” page 11). 
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CONCLUSION 

The examination of Homewood at Hanover PA, Inc., as of December 31, 2018, was 
determined to be not in compliance with all applicable Pennsylvania laws and regulations as 
pertaining to CCRCs as described in the Recommendations section on pages 11-12 of this report.  

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

Respectfully, 

Melissa L. Greiner 
Director  
Bureau of Financial Examinations

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

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


