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Why GAO Did This Study

A growing number of older
Americans are choosing continuing
care retirement communities
(CCRC) to help ensure that their
finances in retirement will cover
the cost of housing and care they
may require. However, recent
economic conditions have placed
financial stress on some CCRCs.

GAO was asked to (1) describe
how CCRCs operate and the risks
they face, (2) describe how state
laws address these risks, (3)
describe risks that CCRC residents
face, and (4) describe how state
laws address these risks. To review
these areas, GAO analyzed state
statutory provisions pertaining to
CCRCs with respect to financial
oversight and consumer protection,
met with selected state regulators,
and interviewed CCRC providers,
resident’s associations, and
consumer groups.

While GAO is not recommending
specific action at this time, the
potential risks to CCRC residents—
as well as the potential for this
industry to grow—highlight the
importance of states being vigilant
in their efforts to help ensure
adequate consumer protections for
residents.

GAO provided a draft copy of this
report to the Department of Health
and Human Services and the
National Association of Insurance
Commissioners for review, but
neither commented on the draft.

View GAO-10-611 or key components.

For more information, contact Alicia Puente
Cackley at (202) 512-7022 or
CackleyA@gao.gov and Barbara Bovbjerg at
(202) 512-5491 or BovbjergB@gao.gov.

OLDER AMERICANS

Continuing Care Retirement Communities Can
Provide Benefits, but Not Without Some Risk

What GAO Found

CCRCs can benefit older Americans by allowing them to move among and through
independent living, assisted living, and skilled nursing care in one community.
They offer a range of contract types and fees that are designed to provide long-
term care and transfer different degrees of the risk of future cost increases from
the resident to the CCRC. Developing CCRCs can be a lengthy, complex process
that requires significant long-term financing and accurate revenue and cost
projections. Once operational, risks to long-term viability include declining
occupancy and unexpected cost increases. While few CCRCs have failed,
challenging economic and real estate market conditions have negatively affected
some CCRCs’ occupancy and financial condition.

Seven of the eight states GAO reviewed had CCRC-specific regulations, and these
states varied in the extent to which they helped ensure that CCRCs addressed
risks to their long-term viability. For example, while each licensed and required
periodic financial information from CCRCs, only four either examined trended
financial data or required periodic actuarial reviews. The lack of a long-term
focus creates a potential mismatch with residents’ concerns over their CCRCs’
long-term viability. CCRC bondholders and rating agencies, which focus on long-
term viability, often place requirements on CCRCs that go beyond those used by
states in their licensing and oversight activities. Regulators and CCRC providers
GAO spoke with generally believed that current regulations were adequate, but
some consumer groups felt more comprehensive oversight was needed.

While CCRCs offer long-term residence and care in the same community,
residents can still face considerable risk. For example, CCRC financial difficulties
can lead to unexpected increases in residents’ monthly fees. And while CCRC
bankruptcies or closures have been relatively rare, and residents have generally
not been forced to leave in such cases, should a CCRC failure occur, it could
cause residents to lose all or part of their entrance fee. Residents can also become
dissatisfied if CCRC policies or operations fall short of residents’ expectations or
there is a change in arrangements thought to be contractually guaranteed, such as
charging residents for services that were previously free.

Most of the states GAO reviewed take steps to protect the interests of CCRC
residents, such as requiring the escrow of entrance fees and mandating certain
disclosures. For example, a number require contracts to be readable, but not all
review the content of contracts even though some industry participants
questioned residents’ ability to fully understand them. Also, not all require
disclosure of policies likely to have a significant impact on residents’ satisfaction,
such as policies for moving between levels of care. According to an industry
study, 12 states do not have CCRC-specific regulations, meaning an entity in 1
state may be subject to such regulations while a similar entity in another state
may not, and consumers in some states may not receive the same protections as
those in others. In contrast, some CCRCs voluntarily exceed disclosures and
protections required by state regulations.

United States Government Accountability Office



http://www.gao.gov/products/GAO-10-611
http://www.gao.gov/cgi-bin/getrpt?GAO-10-611

	June 2010


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements true
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


