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The Debate Goes On

Question
My husband and | are considering a
continuing-care retirement
community. Since we would pay a
sizable upfront cost of more than




$250,000 plus a monthly fee, I'm
wondering how to look past the many
attractions and make sure we make a
good financial decision. Do you have

any advice?

Answer

The real estate bubble and subsequent
crash has been felt by the continuing-

care retirement community (CCRC)
world, so it's important to make sure
the one you're considering has sound
finances. CCRC's advertisements may
guarantee life occupancy, but what if

it goes before you do? One of the
country's largest developers, Erickson
Retirement Communities, went into
bankruptcy protection in 2010, had its
Columbus, Ohio facility foreclosed on
and stopped its Charlotte,

NC, development altogether. Others
have delayed opening assisted-living
or skilled-nursing units. Many
CCRC's rely on investment income,
which has been unstable, at best.

Start with the questions developed by
www.carf.org, which accredits
continuing-care communities. Use the
attached document "Consumer Guide
to Understanding Financial
Performance and Reporting in
CCRCs" and explore the other
resources on their website.

For those facilities on your short list,
ask for a copy of their audited
financial statements. (If you meet any
resistance, walk away and don't look
back!) A good indication of financial
stability is how many days of cash on
hand it has to operate. This shows
how long the CCRC could operate
with no additional revenue. A CPA or
accountant can calculate this for you
if it is not shown in the financial

Document and Be Consistent




reports. Accredited single
communities average about 300 days,
whereas those with multiple sites are
closer to 281.

A cash to debt ratio is another good S
measure and it should be 35% or Full-service portfolio management

better. Occupancy rates should also be with financial planning services
high, preferably 90% or higher. from an independent, fee-only firm.

Finally, check into your state's
resources. The California Continuing
Care Residents Association, for _
example, at www.calcra.org is an
independent CCRC residents

organization that deals with statewide
policy and legislative issues.
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