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LEADING AGE AND WACCRA POSITIONS

Actuarial Reports

SHB1296 requires that Type A facilities obtain an actuarial study and disclose it to residents. Non-Type A facilities need to disclose an actuarial study only if their management has obtained one. 

Leading Age: Opposed to disclosure to residents in principle. There is little or no added value to residents in receiving a copy of the actuarial report itself. Sufficient information for residents can be found in the summary. The $10,000 additional cost to release the report to CCRC residents will increase fees.  Have expressed concern that the type of actuarial study required in the law is not defined. Most states do not include non-Type A CCRCs when requiring actuarial reports. 

WACCRA Response: Disclosure will provide residents with assurance that the CCRC is in good financial condition, services should be available when needed, and that refunds (typically most of a resident’s life savings) will be paid. Cost is $10,000 every 3 years, under $1 per month per resident for a CCRC with 300 residents.  The Actuarial Standards Board in the United States has a set of principles for completing actuarial reports for CCRCs. This law does not propose actuarial reports for non-Type A CCRCs either, only disclosure if a study has been completed.

CCRCs are in many respects like pension plans or long-term care insurance.  Actuarial reports for those “products” are commonly required by state and federal law, in addition to their being subject to regulation and oversight.  Those reports are publicly available.


Management Fees

SHB1296 requires that CCRCs must disclose how much of the management fees paid to a management company were used to provide services to benefit the CCRC and its residents. Also, it requires how much of the management fees paid to other entities in the group are used to benefit the CCRC and its residents. 

Leading Age: Difficult to obtain this information and to track what the management fees are used for. This bill regulates operations and will drive up costs. The information required to be disclosed in this bill will not protect against financial instability.  From a Leading Age email to CCRC management: “We agree that it is reasonable to disclose the cost of management fees paid by the CCRC to the managing entity and to identify the services provided on behalf of the CCRC.” This bill places burdensome accounting and reporting practices on the CCRC with little or no value provided to residents. 

WACCRA Response: Most well managed Management Companies should already know how much of the management fees they collect are used for the CCRC. Approximately 12 of the 23 CCRCs in Washington State have Management Companies and they are the larger, more sophisticated ones. The rest are stand-alone entities, who do not need to provide this information, since no management fees are involved. Agreed this information does not protect against financial instability, it gives assurance to residents that their fees are being used to benefit them and not going for other projects. 


Other Issues

1. SHB1296 requires transactions between the CCRC and management company be at fair market value or less.

LeadingAge: Determining fair market value is difficult at best given the scope of management related services varies and this information is not publicly shared between and among peers.

WACCRA Response: Estate tax law, ERISA and many state laws use the fair market value concept, so it is well defined in many situations. It should be possible for CCRCs to define it here.

1. SHB 1296 requires a CCRC to provide the opportunity for a resident “to participate in significant decisions affecting the resident’s health, welfare, and financial security. Management retains its decision-making authority as provided in the residency agreement and applicable law.”.

LeadingAge: The bill would restrict management decision-making authority to the four corners of the residency agreement and applicable laws. 

WACCRA Response: The last sentence was added because LA wanted more clarity on management retaining the final decision making authority. If that sentence is a problem, we are happy to delete it.

1. SHB 1296 requires that CCRCs notify residents of the availability of audited financial statements and actuarial reports within 30 days of receipt.  

LeadingAge: This period is too short. 

WACCRA Response: We are willing to extend this period to one that would work for CCRCs. 

1. SHB1296 requires disclosure of management fees. 

Leading Age: Disclosing Management Fees goes beyond what other states do and sets new precedent. 

WACCRA Response: Many other states regulate CCRCs much more strictly than Washington. Rather than bring forward proposals to regulate CCRCs, we are focusing on disclosure, which will be an easier criteria for CCRC management to meet. 
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