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Harrisburg, Pennsylvania 
July 21, 2020 

Honorable Melissa Greiner 
Acting Deputy Insurance Commissioner 
Commonwealth of Pennsylvania 
Insurance Department 
Harrisburg, Pennsylvania 

Dear Madam: 

In accordance with instructions contained in Examination Warrant Number 19-
251158827-CP-2, dated April 1, 2020, and in accordance with provisions of the Pennsylvania 
Continuing Care Provider Registra
3219, an examination was made of 

The Lutheran Home at Kane 

a Pennsylvania domiciled continui
ination was conducted at the Provi

100 High Point Drive, Kane, Pennsylvania 16735. 

A report of this examination is hereby respectfully submitted. 

SCOPE OF EXAMINATION 

ed an examination 
of the Provider, which was last examined as of December 31, 2014.  This examination covered 
the period from January 1, 2015 through December 31, 2019.   

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 of specific 
regulatory concern, and a disclosure of other significant regulatory information.  

The objective of this examination was to 

For each year during the period under examination, the certified public accounting firm 
ovided an unmodified audit opin

financial statements based on generally accepted accounting principles.  Relevant work 
performed by the CPA, during its annual audit of the Provider, was reviewed during the 
examination and incorporated into the examination workpapers. 

The Provider entered into agreements with its auditors, for some years under 
examination, which included indemnity clauses.  This is discussed in more detail in the Annual 
Disclosure Statement section of this report on page 5. 
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HISTORY 

The Provider was incorporated on June 15, 1966.  On February 1, 2010, the Provider was 
granted a Certificate of Authority to operate as a CCRC. 

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

DESCRIPTION OF FACILITY 

The Provider is situated in a rural setting in northwestern Pennsylvania on 12 wooded 
acres located at 100 High Point Drive, Kane, Pennsylvania 16735.  The skilled nursing facility 
and personal care home are brick sprinkler equipped buildings.  The skilled nursing facility 
consists of 90 licensed skilled nursing beds, while the personal care home consists of 33 licensed 
personal care beds.  The skilled nursing facility and personal care home consist of approximately 
52,000 square feet.  The six independent living cottages are all single-story wood frame 
structures each with approximately 1,100 square feet of living space. 

FEES AND SERVICES 

As of December 31, 2019, the entrance fees ranged from $12,000 to $17,000 per unit for 
single and double occupany.  The monthly maintenance fee ranged from $660 to $800.  The 
entrance fee is amortized at a rate of 20% for each year of residency, prorated monthly. 

REFUND POLICY 

und policy which does comply with the Act 
and Regulations. 

Termination Before Occupancy 

Because no entrance fees are taken until the designated occupancy date, the resident may 
terminate this agreement at any time before occupancy without penalty.  If the termination 
occurs within seven (7) days after execution of this agreement, the contract may be terminated by 
mailing the notice of right of rescission attached to the bottom of the agreement.  If the resident 
wishes to terminate this agreement for any period longer than seven (7) days before occupancy, 
the resident can cancel by providing written notice at the addre
section of the agreement, this termination will be without penalty of any kind. 

Termination for Any Reason Other than Death 

The entrance fee, except as relating to termination by death of resident, shall be 
amortized and accrue to the benefit of the Provider at the rate of twenty (20%) percent per year 
pro-rated monthly for a period of five (5) years from the designated occupancy date or date of 
occupancy, whichever is earlier.  After the lapse of five (5) years, the entrance fee shall be 
earned in full by the Provider and no part of it will be refunded.  In the event of termination by 
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reason other than death of the resident during the five (5) year amortization period, any 
unamortized amounts prorated on a monthly basis, less any amounts deducted to cover costs 
incurred by the Provider to refurbish, restore or repair the living unit in the event of unreasonable 
wear and tear, or to cover cost incurred at the specific request of resident, or to satisfy unpaid 
charges, shall be refunded to resident. 

Termination by Death 

Following the death of the resident, this agreement shall terminate when the living 
accommodation has been surrendered to the community. 

No Accrual of Interest 

No interest will accrue to the benefit of resident on any amounts required to be refunded 
under this agreement, and no interest will be paid on termination. 

Conditions and Due Date for Refund Payments 

Prior to the designated occupancy date, all applicable refunds will be made after 
termination and within sixty days .  After the designated occupancy date, all 
applicable refunds will be made in situations of double occupancy, 

reoccupied by another resident, and the entrance 
fee for the reoccupied living unit has been paid in full, and this agreement has been terminated.  

 reoccupied by a then current resident of the 
Provider through an internal living unit transfer, then only at such time as the Provider receives 
an entrance fee in full for the living unit vacated by the existing resident transferring to the 

reement, shall a refund be due. 

As long as the resident, or in the case of double occupancy, a co-resident, continues to 
occupy any living accommodation within the Provider, including accommodations in the health 
center, no refund shall be due and no refund shall be paid until the death, permanent transfer 
outside of the Provider, discharge or voluntary departure outside the Provider by resident, or in 
situations of double occupancy, both co-residents, and /or the termination of this agreement.  The 
amount of any refund due will be calculated by reference to the date of surrender of the living 
unit.  Where a living unit is occupied by co-residents, there will be no refund, partial or 
otherwise, upon the death, permanent transfer within or outside the Provider, discharge or 
voluntary departure from the Provider of only one of the co-residents. 

Distribution of Refund Upon Death 

In the case of single occupancy, refunds to re be paid to the duly 
appointed representative of the estate after proof of such appointment is provided to the Provider 
in the form of a certified copy of the testamentary letters confirming such appointment.  In 
situations of double occupancy, any applicable refund shall be paid by the Provider to the estate 
of the last surviving co-resident unless otherwise agreed in writing. 
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MANAGEMENT AND CONTROL 

BOARD OF DIRECTORS 

Management of the Provider is vested in its Board of Directors, which was comprised of 
the following members as of the examination date, December 31, 2019: 

Name and Address Principal Occupation 

Bishop Michael L. Lozano Ex - Officio  
Pleasantville, PA Board Member 

Rev. Tom Pierotti President  
Ludlow, PA Lutheran Home at Kane 

Curtis Shilling Vice President  
Bradford, PA Lutheran Home at Kane 

Carol Lundgren Secretary  
Sigel, PA Lutheran Home at Kane 

Edward Sleeman Treasurer  
Kane, PA Lutheran Home at Kane 

Ellen Cecchetti Retired  
Kane, PA Board Member 

Dr. Lorna Hardin Retired  
Bradford, PA Board Member 

Dr. Daniel J. Jones Retired 
St. Marys, PA Board Member 

Dr. Dale K. McLaughlin Retired 
Kane, PA Board Member 

Warren, PA Board Member 

OFFICERS 

As of the examination date, December 31, 2019, the following officers were appointed 

Name Title 

Rev. Tom Pierotti President 
Edward Sleeman Treasurer 
Carol Lundgren Secretary 
Curtis Shilling Vice President 
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CORPORATE RECORDS 

ARTICLES OF INCORPORATION 

During the period covered by this examination, there were no amendments made to the 
tion which would have had a material impact to the overall 

operations. 

BY-LAWS 

There were no amendments to the Provide
examination. 

ANNUAL DISCLOSURE STATEMENT 

t was reviewed for compliance with the 
Act and Regulations, specifically § 151.7 and § 151.9.  The examiner found that the 2019 Annual 
Disclosure Statement was not in compliance with all information required by the Act and the 
Regulations.  

The examiner noted the Disclosure Statement did not include names and addresses of the 
officers, directors, trustees, managing or general partners, and any person having a 10% or 
greater equity or beneficial interest in or of the Provider.  The Act in 40 P.S. § 3207(a)(2) 
requires the names and business addresses of the officers, directors, trustees, managing or 
general partners, and any person having a 10% or greater equity or beneficial interest in or of the 
Provider, and a description of such person's interest in or occupation with the Provider. 

It is recommended that the Provider amend its Annual Disclosure Statement to include 
the necessary information pursuant to the requirements of 40 P.S. § 3207(a)(2). 

d not include the name and address of any 
professional service, firm, association, trust, partnership or corporation in which such person has, 
or which has in such person, a 10% or greater interest and which it is presently intended will or 
may provide goods, leases or services to the facility of a value of $500 or more, within any year.  
The Act in 40 P.S. § 3207(a)(3)(iii)(B) requires the name and address of any professional 
service, firm, association, trust, partnership or corporation in which such person has, or which 
has in such person, a 10% or greater interest and which it is presently intended will or may 
provide goods, leases or services to the facility of a value of $500 or more, within any year. 

It is recommended that the Provider amend its Annual Disclosure Statement to include 
the necessary information pursuant to the requirements of 40 P.S. § 3207(a)(3)(iii)(B). 

d not include a description of the goods, 
leases or services, if any, the process by which the contract if any was awarded, if any additional 
offers that were received.  The Act in 40 P.S. § 3207 (a)(3)(iii)(B)(I to III) requires the 
following: (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 and (III) 
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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 Annual Disclosure Statement to include 
the necessary information required pursuant to the requirements of 40 P.S. §§ 
3207(a)(3)(iii)(B)(I to III). 

Statement did not include if, within the past five years 
zation had any state or federal license or permit suspended or 

revoked as a result of an action brought by a governmental agency or department.  The Act in 40 
P.S. § 3207(a)(3)(iii)(C)(ii) requires the disclosure of any person subject to a currently effective 
injunction or restrictive order of a court of record, or within the past five years had any state or 
federal license or permit suspended or revoked as a result of an action brought by a governmental 
agency or department, arising out of or relating to business activity or health care, including, 
without limitation, actions affecting a license to operate a foster care facility, nursing home, 
retirement home, home for the aged or facility registered under this act or similar act in another 
state. 

It is recommended that the Provider amend its Annual Disclosure Statement to include 
the necessary information pursuant to the requirements of 40 P.S. § 3207(a)(3)(iii)(C)(ii). 

The Provider entered into an agreement with its auditors, for several years during the 
examination period which included indemnity cl
indemnified the auditors from any claims, liabilities, costs, and expenses, for the services 
provided for its audit.  

According to 31 Pa. Code § 147.6(b)(4), the Department will not recognize a firm as a 
red 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 

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 

viewed for compliance with the Act, 40 
P.S. § 3214, and the Regulations, specifically § 151.8 and § 151.9.  The 2019 Resident 
Agreement was not in compliance with all information required by the Act and the Regulations. 

The examiner noted the Resident Agreement did not include that charges for care paid in 
one lump sum shall not be increased or changed during the duration of the agreed upon care.  
According to the Act in 40 P.S. § 3214(a)(11) which provides that charges for care paid in one 
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lump sum shall not be increased or changed during the duration of the agreed upon care, except 
for changes required by State or Federal assistance programs. 

It is recommended that the Provider amend its Resident Agreement to include the 
necessary information pursuant to the requirements of 40 P.S. § 3214(a)(11). 

The Resident Agreement did not include a separate page for optional products or services 
beyond those included in the entrance and periodic fees.  According to the Regulations in 31 Pa. 
Code § 151.8(c), if the resident has agreed to purchase, at an additional price, optional products 
or services beyond those included in the entrance and periodic fees, a separate page shall be 
attached specifying the product or service purchased, and the cost of each including installation 
charge.  The page shall be executed by the parties identified in subsection (b). 

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

eement did not include a provision whereby the Provider 
agrees that the resident shall not be liable to a health care provider for services rendered under a 

ions in 31 Pa. Code § 
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
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 considera
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 
necessary information pursuant to the requirements of 31 Pa. Code § 151.8(d). 

PENDING LITIGATION 

The Provider was not involved with any material litigations during the examination 
period. 

FINANCIAL STATEMENTS 

The financial condition of the Provider, as of December 31, 2019, and the results of its 
operations for the five-year period under examination, are reflected in the following statements*: 

Comparative 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
 Statements due to rounding errors. 
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Comparative Balance Sheet 
For the Year Ended December 31, 

 Assets 2019 2018
 Current Assets

 Cash and cash equivalents $ 477,769 $ 312,584
 Accounts receivable, net of allowance;
    2019-$84,836, 2018 -$79,000 962,624 1,026,526
 Estimated amounts due from third-party payers 260,849 171,560
 Prepaid expenses 75,873 90,527

 Total current assets 1,777,115 1,601,197

 Assets Limited as to Use
 Investments- internally designated 1,683,443 1,265,782
 Investments- externally restricted by donors 156,454 108,363
 Restricted resident funds 16,683 10,838
 Statutory liquid reserve 34,764 30,715

    Total assets limited as to use 1,891,344 1,415,698

 Beneficial Interest in Perpetual Trust 156,624 136,002

 Property and Equipment, Net 1,944,787 2,459,947

 Total assets $ 5,769,870 $ 5,612,844

 Liabilities and Net Assets
 Current Liabilities

 Current maturities of long-term debt $ 57,900 $ 66,324
 Line of credit - 294,926
 Accounts payable 176,728 269,132
 Accrued expenses and other 156,487 291,729
 Deferred revenue-rental income 36,217 -

 Total current liabilities 427,332 922,111

 Non-Current Liabilities
 Refundable entrance fees 18,183 23,983
 Resident funds payable 16,683 10,838
 Long-term debt, net of current maturities 158,781 433,578

 Total liabilities 620,979 1,390,510

 Net Assets
 Without donor restrictions 4,835,813 3,977,969
 With donor restrictions 313,078 244,365

 Total net assets 5,148,891 4,222,334

 Total liabilities and net assets $ 5,769,870 $ 5,612,844
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Comparative Statement of Operations 
For the Year Ended December 31, 

2019 2018
 Revenues, Gains and Other Support Without Donor Restrictions

 Resident and patient service revenue $ 8,182,247 $ 8,107,836
 Contributions 31,158 10,801
 Net assets released from restrictions 15,362 7,406

 Total revenues, gains, and other support without
 donor restrictions 8,228,767 8,126,043

 Expenses
 Salaries and wages 4,163,063 4,621,159
 Payroll taxes and benefits 1,056,260 1,204,087
 Contract labor 35,087 27,108
 Depreciation and amortization 275,594 299,807
 Insurance 99,528 107,465
 Utilities 308,145 306,625
 Food and provisions 303,374 309,769
 Operating supplies 366,658 461,694
 Maintenance and repair 70,173 97,921
 Housekeeping and laundry 41,320 55,160
 Real estate taxes 13,359 13,005
 Professional fees - program services 665,838 758,768
 Professional fees - administration and support 94,485 170,462
 Administrative and other expenses 133,523 260,294
 Provision for uncollectable accounts 32,230 55,489
 Interest expense 14,261 25,148

 Total operating expenses 7,672,898 8,773,961

 Operating Income (Loss) 555,869 (647,918)

 Other Income (Expense)
 Grants, gifts and bequests 7,868 7,825
 Net investment return 250,271 (91,958)
 Distributions from beneficial interest in
    perpetual trusts 5,603 5,620
 Miscellaneous income 60,466 9,621
 Loss on disposal of assets (35,601) -

 Total other income (expense) 288,607 (68,892)

 Excess (deficiency) of Revenues over Expenses $ 844,476 $ (716,810)
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Comparative Statement of Cash Flow 
For the Year Ended December 31, 

2019 2018 
 Operating Activities

 Change in net assets $ 926,557 $ (699,329)
 Items not requiring (providing) operating activities cash flows

 Depreciation and amortization 275,594 299,807
 Change in beneficial interest in perpetual trusts (20,622) 13,369
 Provision for uncollectible accounts 32,230 55,489
 Realized gain on sale of investments (55,502) (410,533)
 Unrealized (gain) loss on investments (211,756) 331,017
 Loss on disposal of assets 36,901 -
 Restricted contributions (61,085) (7,321)
 Amortization of entrance fees (15,800) (5,880)

 Changes in
 Resident accounts receivable 31,672 (135,342)
 Estimated amounts due from third-party payers (89,289) 61,721
 Prepaid expense 14,654 242,047
 Accounts payable (92,404) 64,685
 Resident funds payable 5,845 5,963
 Deferred revenue - patient services - (126,765)
 Deferred revenue - rental income 36,217 (37,950)
 Net proceeds from refundable entrance fees 10,000 4,220
 Accrued expenses and other (135,242) (55,162)

 Net cash provided by (used in) operating activities 687,970 (399,964)

 Investing Activities
 Purchase of investments (1,412,943) (711,221)
 Proceeds from sale of investments 1,174,764 1,293,545
 Purchases of property and equipment (25,259) (33,598)
 Proceeds from sale of property and equipment (1,300) -

 Net cash provided by (used in) investing activities (264,738) 548,726

 Financing Activities
 Payments of principal on long-term debt (53,997) (219,311)
 Net advances from (payments on) line of credit (294,926) 294,926
 Proceeds from restricted contributions 61,085 7,321

 Net cash provided by (used in) financing activities (287,838) 82,936

 Increase in Cash and Cash Equivalents, Restricted
 Cash and Restricted Cash Equivalents 135,394 231,698

 Cash, Cash Equivalents, Restricted Cash and Restricted
 Cash Equivalents, Beginning of Year 569,635 337,937

 Cash, Cash Equivalents, Restricted Cash and Restricted
 Cash Equivalents, End of Year $ 705,029 $ 569,635

 Reconciliation of Cash and Cash Equivalents to the
 Balance Sheets

 Cash and cash equivalents $ 477,769 $ 312,584
 Restricted resident funds 16,683 10,838
 Statutory liquid reserve 34,764 30,715
 Investments - internally designated 119,407 186,784
 Investments - externally restricted by donors 56,406 28,714

705,029 569,635

 Supplemental Disclosure of Cash Flows Information
 Cash paid for interest $ 14,261 $ 25,148
 Modification of capital lease agreement $ (229,224)
 Capital lease obligations incurred for property and equipment $ - $ 229,224
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NOTES TO FINANCIAL STATEMENTS 

STATUTORY MINIMUM LIQUID RESERVE  $34,764 

In accordance with 40 P.S. § 3209, the Provider must establish and maintain a statutory 
minimum 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 $3,064, and the value of (2) is $34,764. 
As of December 31, 2019, the Provider had established and reported a reserve of $34,764 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 

 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 December 31, 2019, 
through the date of this examination report that would have a material effect on the solvency of 
the Provider. 

RECOMMENDATIONS 

PRIOR EXAMINATION 

The prior examination report contained the following recommendations: 

1. It is recommended that the Provider secure signed biographical affidavits for all Board
members and provide those to the Department.

The Provider has complied with this recommendation.

2. It is recommended that the Provider keep accurate records of minutes of the Board of
Directors meetings pursuant to the requirements of 15 P.S. § 1508(a).

The Provider has complied with this recommendation.
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3. It is recommended that the Provider amend its Disclosure Statement to include
information as required by 40 P.S. § 3207(a)(4)(iii).

The Provider has complied with this recommendation.

4. It is recommended that the Provider develop and implement a procedure to ensure
timely delivery of Disclosure Statement to all CCRC residents pursuant to the
requirements of 40 P.S. § 3207(c).

The Provider has complied with this recommendation.

CURRENT EXAMINATION 

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

1. It is recommended that the Provider amend its Annual Disclosure Statement to include
the necessary information pursuant to the requirements of 40 P.S. § 3207(a)(2).  (See
Annual Disclosure Statement, page 5)

2. It is recommended that the Provider amend its Annual Disclosure Statement to include
the necessary information pursuant to the requirements of 40 P.S. § 3207(a)(3)(iii)(B).
(See Annual Disclosure Statement, page 5)

3. It is recommended that the Provider amend its Annual Disclosure Statement to include
the necessary information pursuant to the requirements of 40 P.S. §
3207(a)(3)(iii)(B)(I to III).  (See Annual Disclosure Statement, page 5)

4. It is recommended that the Provider amend its Annual Disclosure Statement to include
the necessary information pursuant to the requirements of 40 P.S. §
3207(a)(3)(iii)(C)(ii).  (See Annual Disclosure Statement, page 5)

5. 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).  (See Annual Disclosure Statement, page 5)

6. It is recommended that the Provider amend its Resident Agreement to include the
necessary information pursuant to the requirements of 40 P.S. § 3214(a)(11).  (See
Resident Agreement, page 6)

7. It is recommended that the Provider amend its Resident Agreement to include the
necessary information pursuant to the requirements of 31 Pa. Code § 151.8(c).
(See Resident Agreement, page 6)

8. It is recommended that the Provider amend its Resident Agreement to include the
necessary information pursuant to the requirements of 31 Pa. Code § 151.8(d).  (See
Resident Agreement, page 6)
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CONCLUSION 

The examination of The Lutheran Home at Kane as of December 31, 2019, was 
determined to not be in compliance with all applicable Pennsylvania laws and regulations as 
pertaining to CCRCs.  

This examination was conducted by Ellamarie Durant.

Respectfully, 

Matthew C. Milford, CFE  
Acting Director  
Bureau of Financial Examinations 

William Fedak, CFE 
Examination Manager 

Ellamarie Durant 
Examiner-in-Charge 


