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ANNUAL REPORT
CHECKLIST
FOR
FISCAL YEAR ENDED: March 31, 2013

PROVIDER: Friends Association of Services for the Elderly

FACILITY(IES): Friends House

CONTACT PERSON: Alicia Moody

TELEPHONE NO.: (541) 857-7034

Your complete annual report must consist of 3 copies of the following:

|z| This cover sheet.
El Annual Provider Fee in the amount of: $4,628.84

|3| Certification by the provider's Chairman of the Board that:

The reports are correct to the best of his/her knowledge.
Each continuing care contract form in use or offered to new residents has been approved by

the Department.
E(_—l The Provider is maintaining the required liquid reserve and refund reserve, if applicable.

[X] Evidence of the provider's fidelity bond.

[X] The provider's audited financial statements, with an accompanying certified public accountant's
opinion thereon.

The provider's audited reserve reports (prepared on Department forms), with an accompanying
certified public accountant's opinion thereon.

E The provider's "Continuing Care Retirement Ccmmunity Disclosure Statement” for each
community.
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FORM 1-1
RESIDENT POPULATION

Line Continuing Care Residents TOTAL

FORM 1-2
ANNUAL PROVIDER FEE
Line TOTAL
[1] Total Operating Expenses (including depreciation and debt service - interest only) 6,041,400
[a] Depreciation 252,733
[b] Debt Service (Interest Only) 49,987
[2] Subtotal (add Line 1a and 1b) 302,720
[3] Subtract Line 2 from Line 1 and enter result. 5,738,680
[4] Percentage allocated to continuing care residents {Form 1-1, Line 11) 0.81
[5] Total Operating Expense of Continuing Care Residents 4,628,841
(multiply Line 3 by Line 4)
X 0.001
[6] Total Amount Due (muitiply Line 5 by .001) 4,628.84
Provider: Friends Association of Services for the Elderly
Community: Friends House

FORM 1-1 AND FORM 1-2
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BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED
REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.

IMPORTANT: If the certificate holder is an ADDITIONAL INSURED, the policy(ies) must be endorsed. If SUBROGATION IS WAIVED, subject to
the terms and conditions of the poiicy, certain policies may require an endorsement. A statement on this certificate does not confer rights to the
cortificate holder in lieu of such endorsement(s).
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Propel Insurance PNt Ext): 800.499.0933 | (A%, No): 866.577.1326
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Pacific Retirement Services, Inc INSURER C :
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INSURER E :
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THIS IS TO CERTFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.
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A [Crime / Fidelity 105699312 10/01/2012(10/01/2013 $1,000,000 Limit
$10,000 Deductible
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Re: Friends House, 684 Benicia Drive, Santa Rosa, CA 95401 - 2000 Saturn Sedan, S#1G8ZK5272YZ266596.

CERTIFICATE HOLDER CANCELLATION

) SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
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D|Z H PHILLIPS

Certified Public Accountants & Advisors

INDEPENDENT AUDITORS' REPORT

Board of Directors
Friends Association of Services
For the Elderly

We have audited the accompanying financial statements of Friends Association of Services for the Elderly (a
California nonprofit corporation) (the “Association”), which comprise the statements of financial position as of
March 31, 2013 and 2012, and the related statements of activities, functional expenses, and cash flows for the
years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free from material misstatement. .

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the Association’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Association’s
internal control. Accordingly, we express nc such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Friends Association of Services for the Elderly as of March 31, 2013 and 2012, and the change in
its net assets and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

DZH hithippr— 2L472

San Francisco, California
August 29, 2013

DZH Phillips LLP P 415 781 2500
135 Main Street, 9th Floor F 415 781 2530
San Francisco, CA 94105 W dzhphillips.com



Friends Association of Services for the Elderly
STATEMENTS OF FINANCIAL POSITION

March 31, 2013 and 2012

ASSETS
2013 2012 (as restated)
Current assets
Cash and cash equivalents $ 1,622,374 $ 2,559,861
Accounts receivable - net of allowance for doubtful accounts
of $55,878 and $310,887, respectively 504,907 255,257
Insurance reimbursement receivable (Note N) 597,607 -
Due from management company 7,251
Bequest receivable - 85,158
Due from employee 640
Inventory 15,450 -
Deposits and prepaid expenses 110,545 125,877
Total current assets 2,858,774 3,026,153
Land, buildings and equipment - net (Note H) 4,191,998 4,273,867
Other assets
Cash restricted for endowment fund 202,901 -
Note receivable (Note C) - 130,000
Investments (Notes E & F) (including endowment fund at March 31, 2012) 172,051 431,398
Charitable gift annuity receivable (Notes F & G) 117,684 119,169
Total other assets 492,636 680,567
Total assets $ 7,543,408 $ 7,980,587
LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable and zccrued expenses $ 334,103 $ 228,651
Accrued litigation liability (Note N) 460,000 -
Accrued salaries, wages and related liabilities 240,342 174,117
Current portion of long-term debt (Note J) 745,000 885,000
Deferred revenue - refundable (Note D) 425,000 275,000
Deferred revenue - non-refundable (Note D) 171,849 328,714
Deposit program liability (Note I) 208,678 323,540
Total current Habilities 2,584,972 2,215,022
Other liabilities
Long-term debt (Note J} 585,000 575,000
Deferred revenue - refundable (Note D) 1,717,110 1,834,284
Deferred revenue - non-refundable (Note D) 2,154,939 1,991,589
Charitable remainder trust 90,000 90,000
4,547,049 4,490,873
Total Habilities 7,132,021 6,705,895
Commitment and contingencies (Note N) B -
Net assets
Unrestricted (243,159) 598,304
Temporarily restricted (Note K) 451,645 473,487
Permanently restricted (Note K) 202,901 202,901
Total net assets 411,387 1,274,692
Total liabilities and net assets $ 7,543,408 $ 7,980,587

The accompanying notes are an integral part of these statements.
4
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Friends Association of Services for the Elderly

STATEMENTS OF CASH FLOWS

Years ended March 31, 2013 and 2012

Cash flows provided by (used in) operating activities:
Cash received from residents
Cash received from contributions and bequests
Investment income received
Other cash receipts
Cash paid to suppliers and employees
Cash paid for interest expense

Net cash used in operating activities
Cash flows provided by (used in) investing activities:
Proceeds from sale of investments
Additions to property and equipment
Cash restricted for endowment
Net cash used in investing activities
Cash flows provided by (used in) financing activities:
{Decrease) increase in deposit program liability - net
Loan repayment
Loan proceeds

Net cash (used in) provided by financing activities

NET DECREASE IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

The accompanying notes are an integral part of these statements.
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2012

2013 (as restated)

$ 4,511,276 $ 4,991,915

638,885 503,280

22,049 29,845

22,748 633,663
(5,707,898) (6,135,995)
(49,987) (69,512)
(562,927) (46,804)

248,788 10,000
(175,585) (89,162)

(202,901) -
(129,698) (79,162)

(114,862) 22,182
(200,000) (350,000)

70,000 425,000

(244,862) 97,182
(937,487) (28,784)

2,559,861 2,588,645

$ 1,622,374 $ 2,559,861




Friends Association of Services for the Elderly

STATEMENTS OF CASH FLOWS (continued)

Years ended March 31, 2013 and 2012

Reconciliation of change in net assets to net cash provided by (used in) operating activities:

Cash flows provided by (used in) operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities:
Proceeds from new entrance fees
Refunds of entrance fees
Proceeds from charitable remainder trust and
pooled income funds
Deferred revenue amortization
Depreciation
Write off of note receivable
Loss on asset disposal
Net realized/unrealized loss (gain) on investments
(including assets in charitable remainder trust)

Changes in operating assets and liabilities:
Accounts receivable
Bequests receivable
Inventory
Deposits and prepaid expenses
Accounts payable and accrued expenses

Net cash used in operating activities

The accompanying notes are an integral part of these statements.
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2012
2013 (as restated)
$ (863,305 $ (216,975
1,240,000 574,000
(490,219) (340,166)
- 254,310
(710,470) (626,358)
252,733 275,013
130,000 -
4,721 40,412
12,044 (10,826)
(395,148) 151,426
85,158 (85,158)
(15,450) 27,977
15,332 (11,923)
171,677 (78,536)
$ (562,927) $  (46,804)




Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS

March 31, 2013 and 2012

NOTE A - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Friends Association of Services for the Elderly (the “Association™) is a California nonprofit
corporation that owns and operates Friends House, a facility that provides residential
apartments, skilled nursing, and assisted living for elders in Santa Rosa, California. The
specific and primary purpose of the Association is to operate residential, health and social
services for the elderly and disabled. Friends House enters into Continuing Care Contracts as
defined by the California Health and Safety Code. Pursuant to these regulations all residential
apartments are licensed under the Residential Care Facilities for the Elderly (RCFE)
classification.

A summary of significant accounting policies applied in the preparation of the accompanying
financial statements follows:

Basis of accounting

The accompanying financial statements have been prepared on the accrual basis of
accounting.

Net assets and changes therein are classified as follows:

Unrestricted:

Net assets that are not subject to donor-imposed stipulations. Donations received and spent in
accordance with donor-imposed stipulations in the same reporting period are also included in

this classification. From time to time a portion of these net assets may be designated by the
board of directors for specific purposes.

Temporarily restricted:

Net assets subject to donor-imposed stipulations that may or will be met either by actions of
the Association or the passage of time. Management’s policy is to treat donations as
unrestricted net assets once the conditions have been met.



Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTE A - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Permanently restricted:

Those net assets and activities which are permanently donor-restricted for holdings of: (a)
assets donated with stipulations that they be preserved and not be sold; or (b) assets donated
with stipulatiors that they be invested to provide a permanent source of income.

Cash and cash equivalents

Cash and cash equivalents include short-term time deposits, money market accounts and all
highly liquid debt instruments purchased with an original maturity of three months or less.

Financial instruments that potentially subject the Association to concentrations of credit risk
consist principally of cash and cash equivalents. Risks associated with cash and cash
equivalents are mitigated by banking with creditworthy institutions. Such balances with any
one institution may, at times, be in excess of federally insured amounts. The Association has
not experienced any losses in such accounts and believes it is not exposed to any significant
credit risk.

Accounts receivable
Trade accounts receivable are stated at the amount management expects to collect from
balances outstanding at year end. The Association provides for an allowance for doubtful

accounts based on management's estimate of the collectability of accounts receivable.

Donations receivable

Donations receivable are stated at the amount management expects to collect from the
balances outstanding at year end. The Association records donations receivable when an
event occurs in which the Association has been promised to receive an amount.

Inventory

Inventory includes various items that are purchased for use within the facility. Inventory is
stated at the lower of cost or market. Cost is determined using the first-in, first-out method.



Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTE A - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Investments

Investments consist of marketable equity and debt securities, and are presented in the
financial statements at their fair value. Investment income, which consists of dividend and
interest income and unrealized and realized gains on investments, is shown in the statement
of activities.

Land, buildings and equipment

Land, buildings and equipment are carried at cost. Donated assets are recorded at fair market
value at the date of donation. Depreciation is provided on the straight line method over the
estimated useful lives of the assets, which range from five to forty years. Maintenance,
repairs and renewals which neither materially add to the value of the property nor appreciably
prolong its life are charged to expense as incurred.

Revenue recognition

The Association records contributions when the donor makes an unconditional promise to
give. Donor-restricted contributions are reported as increases in temporarily or permanently
restricted net assets. Temporarily restricted net assets are reclassified to unrestricted net
assets when restrictions are satisfied. Donor-restricted contributions that are received and
their restrictions met in the same fiscal year are reported as unrestricted contributions.

Gifts and bequests

The Association is the beneficiary under various wills and trust agreements, the total
realizable amount of which is not presently determinable. Such amounts are recognized in the
Association’s financial statements as bequests receivable when clear title is established and
the proceeds are measurable.

Unconditional promises to give are recorded when the promise is made. Promises to pay over

more than one accounting cycle are recorded at the present value of the contribution if the
present value discount is material.

10



Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTE A - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Skilled nursing revenue

Patient revenue is recorded at Board-established rates when the services are rendered. The
skilled nursing facility is certified for the Medicare program. Payments for services rendered
to patients covered by contractual arrangements often differ from Board-established rates.
Patient revenue is shown net of contractual allowances. Final determination of amounts due
under these programs is subject to audit or review by the respective administrative agencies,
and a provision has not been made for estimated adjustments that may result from an audit or
review by the oversight agency. Final adjustments, if any, are recorded in the year such audits
or reviews are completed.

Assisted living and apartment living revenue

The assisted living and apartment living revenue is recognized in the period when the service
has been provided.

Monthly fees are charged at Board-established rates.

Deferred revenue

Current residents and certain applicants for future vacancies of the residential apartments
have signed contracts with the Association for life-long apartment use, subject to certain
restrictions. Entry fees received pursuant to these contracts are recorded as deferred revenue
and are then amortized over the life expectancy for the related resident after occupancy. The
current portion of this deferred revenue represents amounts that are expected to be recognized
within one year. Amounts expected to be recognized subsequent to one year are classified as
noncurrent.

11



Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTE A - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Deferred revenue (continued)

The residence agreement provides for the Association to refund the entire entry fee if the
apartment is vacated during the first 90 days from the date of occupancy. If the apartment is
vacated after the first 90 days, the Association retains 20% of the entry fee for the first year
plus 1.33% for each month, or part of a month, in excess of the first year. No refund is made
after six years of residency. The maximum amount of potential refund obligations under
existing agreements at March 31, 2013 and 2012 was $2,142,110 and $2,109,284,
respectively. Refunds of the entry fees are made within 90 days of the date on which the
apartment is actually vacated.

Functional expenses

Expenses have been charged to program or supporting service classifications based on direct
expenditures incurred. Any indirect expenses are allocated among program or service
classifications based on related usage.

Income taxes

The Association is exempt from federal and state income taxes under Internal Revenue Code
Section 501(c)(3) and California Revenue and Taxation Code, Section 23701d. Accordingly,
it has not provided for income taxes in these financial statements.

Each year, management considers whether the Association has engaged in any activities that
could affect the Association's income tax status or result in taxable income. Management
believes that any positions the Association has taken are supported by substantial authority
and would more likely than not be sustained upon examination by the applicable taxing
authority. Accordingly there are no potential liabilities to be recorded or disclosed in the
financial statements. Tax returns for years subsequent to 2009 are subject to examination by
federal and state tax authorities.

12



Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTE A - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Use of estimates

The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

Subsequent events

For the purposes of the accompanying financial statements, subsequent events have been
evaluated through August 29, 2013, which represents the date the financial statements were
available to be issued (refer to Note P).

Reclassifications

Certain prior period amounts have been reclassified to conform with the current year
presentations.

NOTE B - OPERATING DEFICITS

The Association has experienced operating losses over the last few years and has a deficit in
unrestricted net assets at March 31, 2013. The first three months of the subsequent fiscal
year show continued losses. Management has made reductions in operating costs to
minimize these losses and has raised monthly fees. In addition, in December 2012, the
Association became certified to accept MediCal patients and it is hoped that this will lead to
increased revenues. A potential major gift campaign is also being considered to reduce and
ultimately eliminate the operating deficits as well as fund a potential expansion. These
financial statements do not reflect any adjustments that might be necessary if the
Association's plans for eliminating losses are not achieved.

NOTE C - NOTE RECEIVABLE
The Association received a $130,000 note receivable from a donor in 2010. The note was
secured by a personal residence which was foreclosed on by another creditor during the year

ended March 31, 2013. As a result, the note was written off during the year ended March 31,
2013.

13



Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTE D - DEFERRED REVENUE

Deferred revenue consists of the following for the years ended March 31, 2013 and 2012:

2012
2013 (as restated)
Balance - beginning of the year, as
previously reported $ 4,429,587 $ 4,838,266
Prior period adjustment - (16,155)
Balance - beginning of the year, as
restated for 2012 4,429,587 4,822,111
Add: new entrance fees 1,240,000 574,000
5,669,587 5,396,111
Less: amounts included in operating revenue, as
restated for 2012 (710,470) (626,358)
Less: refunds (490,219) (340,166)
Balance - end of year, as restated for 2012 4,468,898 4,429,587
Less: current portion (596,849) (603,714)

$ 3,872,049 $ 3,825,873

Deferred revenue is presented in the financial statements as follows:

March 31, 2012 March 31, 2011

Current liabilities:

Deferred revenue - refundable $ 425,000 $ 275,000

Deferred revenue - non-refundable 171,849 328,714
Other lLiabilities:

Deferred revenue - refundable 1,717,110 1,834,284

Deferred revenue - non-refundable 2,154,939 1,991,589

$ 4,468,898 $ 4,429,587
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Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTEE - INVESTMENTS

Investments in debt securities and equity securities with readily determinable fair values are
carried at fair value. Investments at March 31, 2013 and 2012 consist of the following:

Unrealized
Market Appreciation
March 31, 2013 Cost Value (Depreciation)
Insurance cooperative $ 80,530 $ 172,051 $ 91,521
Unrealized
Market Appreciation
March 31, 2012 Cost Value (Depreciation)
Mutual funds $ 259432 $ 258,220 $ (1,212)
Municipal bond 7,135 5,126 (2,009)
Insurance cooperative 80,530 168,052 87,522
Total investments $ 347,097 $ 431,398 $ 84,301

The investment return (excluding the charitable remainder trust, refer to Note G) for the
years ended March 31, 2013 and 2012 is as follows:

2013 2012
Interest and dividend income $ 22,050 $ 31,550
Realized losses (14,558) -
Unrealized gains 3,999 1,947
Total investment income $ 11,491  $ 33,497
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Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTEF - FAIR VALUE MEASUREMENTS

The Association is required, under an accounting pronouncement for fair wvalue
measurements, to consider the use of market-based information over entity specific
information in valuing its marketable investment securities. The pronouncement establishes a
three-level hierarchy for fair value measurements based on the nature of inputs used in the
valuation of an asset or liability as of the measurement date.

The three-level hierarchy for fair value measurements is defined as follows:

e Level 1 inputs to the valuation methodology - quoted prices (unadjusted) for identical
assets or liabilities in active markets.

e Level 2 inputs to the valuation methodology - quoted prices for similar assets and
liabilities in active markets, and inputs that are observable for the asset or liability,
either directly or indirectly, for substantially the full term of the investment.

o Level 3 inputs to the valuation methodology - unobservable and significant to the fair
value measurement.

At March 31, 2013 and 2012, fair values of assets measured on a recurring basis are as
follows:

2013

Fair Value Measurements Using

March 31, 2013 Fair Value Level 1 Level 2 Level 3
Insurance cooperative $ 172,051 $ - $ - $ 172,051
Total investments 172,051 - - 172,051
Charitable remainder
trust 117,684 - - 117,684
$ 289,735 $ - $ - $ 289,735
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Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTEF - FAIR VALUE MEASUREMENTS (continued)

March 31, 2012 Fair Value Level 1 Level 2 Level 3
Mutual funds $ 258,220 $ 258,220 $ - $ -
Municipal bonds 5,126 - 5,126 -
Insurance cooperative 168,052 - - 168,052
Total investments 431,398 258,220 5,126 168,052

Charitable remainder
trust 119,169 - - 119,169

$ 550,567 $ 258,220 $ 5,126 $ 287221

Fair values for investments are determined by reference to quoted market prices and other
relevant information generated by market transactions. The fair value for the contribution
receivable from a beneficial interest in a charitable remainder trust is determined using the
income approach based on calculating the present value of the future distributions expected to
be received, using published life expectancy tables and a 1.8% and 1.4% discount rate at
March 31, 2013 and 2012, respectively. The Association recognizes transfers into and out of
levels at the end of the reporting period.
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Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTEF - FAIR VALUE MEASUREMENTS (continued)

The table below includes a roll-forward of the amounts for the years ended March 31, 2013
(including the change in fair value) for the amounts recorded within level 3 of the fair value

hierarchy.

Charitable Pooled

Remainder Income Insurance

Total Trust Funds Cooperative
Fair value - April 1, 2011 $ 531,783 $ 217,079 $ 149226 $ 165,478
Total gains or losses 9,748 59,320 (52,146) 2,574
Transfers in and/or out
of level 3 (254,310) (157,230) (97,080) -

Fair value - March 31, 2012 287,221 119,169 - 168,052
Total gains or losses 2,514 (1,485) - 3,999
Fair value - March 31,2013 $ 289,735 $ 117,684 $ - $ 172,051

NOTE G - CHARITABLE GIFT ANNUITY RECEIVABLE

The Association is party to a charitable remainder trust. A charitable remainder trust provides
for the payment of distributions to the grantor or other designated beneficiaries over the
trust's term. At the end of the trust's term, the remaining assets are available for the
Association's use. The portion of the trust attributable to the future interest of the Association
was recorded in the statement of activities as temporarily restricted contributions in the
period the trust was established. Assets held in the charitable remainder trust at March 31,
2013 and 2012 were recorded at fair value in the statement of financial position, using the
present value of the estimated future payment calculated using a discount rate of 1.8% and
1.4%, respectively, and the applicable mortality tables. It is at least reasonably possible that
the estimate of the receivable from the charitable remainder trust will change in the near
future.
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Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTE H - LAND, BUILDINGS AND EQUIPMENT - NET

At March 31, 2013 and 2012, land, buildings and equipment consist of the following:

2013 2012
Land $ 1,306,535 $ 1,306,535
Automobiles 7,500 -
Land improvements 496,274 496,274
Buildings and improvements 8,417,867 8,389,104
Equipment and furnishings 1,016,188 962,784
11,244,364 11,154,697
Less: accumulated depreciation (7,089,718) (6,880,830)
4,154,646 4,273,867
Pre-development costs 37,352 -

$ 4,191,998 § 4,273,867

Depreciation expense for the years ended March 31, 2013 and 2012, totaled $252,733 and
$275,013, respectively.

NOTE I - DEPOSIT PROGRAM

The Association maintains cash deposits (unrelated to entry fees) on behalf of certain
residents, as well as other supporters of the Association. At March 31, 2013, deposits earn
monthly interest based on the One Year Treasury Security index plus a fractional rate for
rates ranging between 0.40% and 0.71% per annum. At March 31, 2012, deposits earned
monthly interest based on the One Year Treasury Security index plus a fractional rate for
rates ranging between 0.37% and 0.77% per annum. Deposits are refundable upon 90 days
notice, but are generally held for more than one year.
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Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31,2013 and 2012

NOTE J - LONG-TERM DEBT
Long term debt consists of the following;:

2013 2012

Notes payable to individuals with interest
at 3% per annum, payable in quarterly
installments of interest only. Principal
amounts are due in lump sums under
original terms of one to five years through
March 2018. $ 1,330,000 $ 1,460,000

Less: current portion (745,000) (885,000)

$ 585,000 $ 575,000

Future maturities of the long-term debt are as follows:

Year ending March 31,

2014 $ 745,000
2015 355,000
2016 130,000
2017 -
2018 100,000
$ 1,330,000
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Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTEK - RESTRICTED NET ASSETS

Temporarily restricted net assets

At March 31, 2013 and 2012, temporarily restricted net assets were held for the following
purposes:

2012
2013 (as restated)
Resident support funds $ 264797 $ 300,970
Palliative care 19,500 19,500
Charitable gift annuities 117,684 119,169
Capital funds 27,332 27,332
Other funds 22,332 6,516

$ 451645 $ 473,487

Endowment fund

Permanently restricted net assets consist primarily of general donations to be invested in
perpetuity, the income of which is restricted to general support activities. The Association
had $202,901 of permanently restricted net assets at March 31, 2013 and 2012.

The Association is subject to the requirements of the Uniform Prudent Management of
Institutional Funds Act (UPMIFA) governing endowments. The Association has interpreted
this law as requiring the preservation of the fair value of the original gift as of the date of the
gift. Accordingly, the Association classifies the original value of the gift as permanently
restricted. Earnings from the donor restricted endowment fund are classified as temporarily
restricted net assets until those amounts are appropriated for expenditure by the Association
in a manner consistent with the standard of prudence prescribed under the law.

In accordance with UPMIFA, the Association has adopted investment and spending policies
for the endowment assets in order tc preserve and enhance the value of the corpus in
perpetuity, provide a relatively steady stream of earnings, and to balance the current and
future funding needs of the Association.

Endowment funds are currently invested in a non-interest bearing account.
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Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTE K - RESTRICTED NET ASSETS (continued)

Endowment fund (continued)

There were no donations to the endowment fund for the year ended March 31, 2013 and 2012
and the interest income earned for the year ended amounted to $0 and $1,867, respectively.
The interest income was used for operational expenses during the year ended March 31,
2012.

NOTEL - RETIREMENT PLAN

The Association has a tax-deferred annuity retirement plan qualified under Section 403(b) of
the Internal Revenue Code. The plan covers all employees who have been employed for at
least one year. Employees may make contributions to the plan up to the maximum amount
allowed by the Internal Revenue Code. The Association matches employees’ contributions up
to $500 per employee per calendar year. The employer contributions charged to expense
totaled $18,119 and $16,096 for the years ended March 31, 2013 and 2012, respectively.

NOTE M - RELATED PARTY TRANSACTIONS

At March 31, 2013, deposits maintained for a Board Member (see Note I) amounted to
$50,985. At March 31, 2012, deposits maintained for Board Members (see Note I) amounted

to $50,768.

NOTE N - COMMITMENT AND CONTINGENCIES

Commitment

During the year ended March 31, 2013, the Association entered into an agreement with a
contractor to provide therapy services for eligible residents. = The initial term of the
agreement is for approximately one year through April 30, 2013 and will automatically be
extended for an additional year, unless terminated within 30 days of the the initial term.
Subsequent to year end, the agreement was automatically extended for an additional year.

The terms of the agreement provide for, among other things, that the Association is
responsible for billings and collections, the payment of certain fees, and the cost of supplies.
The contractor will charge pre-determined rates for therapy services (as described in the
agreement) with some provisions in the event that the third party payor denies payment for
services.  The agreement also contains certain guarantees by the Association regarding
payment of invoices from the contractor, as described more fully in the agreement.
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Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTE N - COMMITMENT AND CONTINGENCIES (continued)

Contingencies

From time to time the Association is involved in litigation arising out of claims in the normal
operations of the Association. The Association is currently involved in certain claims which
are expected to be covered by insurance. At March 31, 2013, the Association accrued a
litigation liability in the amount of $460,000 which will be funded by insurance proceeds.
The settlement of this claim included a write off of accounts receivable of $44,157.

NOTE O - OTHER DISCLOSURES

In accordance with the requirements of the California Department of Social Services, the
Association is required to disclose all amounts accumulated for contingencies or accumulated
or expended for identified projects or purposes.

At March 31, 2013 and 2012, the Association has not accumulated any funds for
contingencies.

NOTE P - SUBSEQUENT EVENTS

One of the notes payable for $80,000 matured on March 31, 2013 and was paid in full, on
April 1, 2013.

On May 21, 2013, the Association obtained a line of credit with a bank in the amount of
$1,500,000, with variable interest at the bank's index rate (initially 3.25% per annum),
secured by a deed of trust on the Association's real property, as well as substantially all the
assets of the Association, as defined in the agreement. The agreement expires on June 5,
2015 and provides for certain covenants as defined in the agreement.
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Friends Association of Services for the Elderly
NOTES TO FINANCIAL STATEMENTS (continued)

March 31, 2013 and 2012

NOTE Q —PRIOR PERIOD ADJUSTMENTS

During the year ended March 31, 2013, it was discovered that deferred entrance fees were
overstated by $16,155 retroactive to April 1, 2011 and by an additional $51,261 at March 31,
2012. In addition, accrued expenses totaling $21,131 actually represented temporarily
restricted funds at March 31, 2011. Accordingly, adjustments were made to restate balances
for the years ended March 31, 2012 and 2011 as follows:

March 31, 2012
As originally Increase

reported As restated  (Decrease)
Deferred revenue $4,497,003 $4,429,587 $ (67,416)
Amortization of entrance fees 575,097 626,358 51,261
Temporarily restricted net assets 452,356 473,487 21,131
Accounts payable and accrued expenses 249,782 228,651 (21,131)
Unrestricted net assets 530,888 598,304 67,416

March 31, 2011

As originally Increase
reported Asrestated  (Decrease)
Deferred revenue $4,838,266 $4,822,111 £ (16,155)
Amortization of entrance fees 719,708 735,863 16,155
Temporarily restricted net assets 679,737 700,868 21,131
Accounts payable and accrued expenses 337,219 316,088 (21,131)
Unrestricted net assets 571,743 587,898 16,155

The effect of the restatement on net assets for years prior to March 31, 2011 has not been
determined.
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D Z HPHILLIPS

Certified Public Accountants & Advisors

INDEPENDENT AUDITORS' REPORT

Board of Directors
Friends Association of Services for the Elderly

Report on the Continuing Care Reserve Report

We have audited the accompanying continuing care reserve report (“Report”) of Friends
Association of Services for the Elderly ("the Association") as of March 31, 2013. The
accompanying Report was prepared for the purpose of complying with California Health
and Safety Code Section 1792 and is not intended to be a complete presentation of the
Association’s financial statements.

Management’s Responsibility for the Report

Management is responsible for the preparation and fair presentation of the Report in
accordance with the report preparation provisions of California Health and Safety Code
Section 1792; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of a Report that is free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opirion the Report based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the Report is free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
Jjudgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Association’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Association’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the Report.

We believe that the audit evidence we have obtained is sufficient and appropriate to basis
for our audit opinion.

DZH Phillips LLP P 415 781 2500
135 Main Street, 9th Floor F 415 781 2530
San Francisco, CA 94105 W dzhphillips.com



Opinion

In our opinion, the Report presents fairly, in all material respects, the liquid reserve
requirements of the Association as of March 31, 2013 in conformity with the report
preparation provisions of California Health and Safety Code Section 1792.

This report is intended solely for the information and use of the board of directors and
management of the Association and for filing with the California Department of Social
Services and is not intended to be and should not be used by anyone other than these
specified parties. However, this report is a matter of public record and its distribution is
not limited.

DZH [ ithipps— L1220

San Francisco, California
August 29, 2013
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FORM 5-5
ANNUAL RESERVE CERTIFICATION

Provider Name: Friends Association of Services for the Elderly

Fiscal Year Ended: March 31, 2013

We have reviewed our debt service reserve and operating expense reserve requirements as
of, and for the fiscal year ended March 31, 2013  and are in compliance with those

requiremenits.

Our liquid reserve requirements, computed using the audited financial statements for the fiscal
years as follows:

Amount
[1] Cebt Service Reserve Amount 56,987
[2] Cperating Expense Reserve Amount 618,300
[3] Total Liquid Reserve Amount: 675,287

Qualifying assets sufficient to fulfill the above requirements are held as follows:
Amount

Qualifying Asset Description (market value at end of quarter)
Debt Service

Description Reserve Operating Reserve

[4] Cash and Cash Equivalents 56,987 1,141,426
[5] Investment Securities
[6] Equity Securities
[7] Unused/Available Lines of Credit
[8] Unused/Available Letters of Credit
9] Dabt Service Reserve
[10] Other:
Fixed Income Securities
Large/Mid/Small Cap Growth/Value
Deposit Account

(describe qualify asset)

Total Amount of Qualifying Assets
Listed for Reserve Obligation: [11] 56,987 [12] 1,141,426

Reserve Obligation Amount: [13] 56,987 [14] 618,300
Surplus/(Deficiency): [15] - [16] 523,126

Signature;

(Authorized Representative)

FhAse Boand Clen e

(Title)




Friends House
DSS - Reserve Report - Part of Form 5-5
Description of Reserves and Additional Disclosures (Section 1790)

Cash & Cash Equivalents

Operating/Payroll/Petty ]

Less:

Temp Restricted Funds **

Perm Restricted Funds **

1,198,413
Investments
Cash & Cash Equivalents
Equity
0

Per the March 2013 audit, the FH Reserves listed above are liquid and available for use as needed,
with exception to those listed. [f necessary, excess funds from the above investments wili be used to
cover any deficiency that may exist in the debt service reserve calculation on Form 5-5.

** Note: These funds will not be included on Form 5-5, as they are restricted for use, NOT for the debt
service or operating reserves.

Per Capita Cost of Operations
Operating Expenses 6,041,400
(Form 54 line # 1)

Mean # of CCRC Residents 106
(Form 1-1 fine 10)

Per Capita Cost of Operations 56,994




CONTINUING CARE RETIREMENT COMMUNITY
DISCLOSURE STATEMENT
GENERAL INFORMATION

FACILITY NAME: Friends Association of Services for the Elderly (FASE) dba: Friends House

ADDRESS: 684 Benicia Drive, Santa Rosa, CA ZIP CODE: 95409 PHONE: (541) 857-7034

FACILITY OWNER: Friends House FACILITY OPERATOR: FASE of Directors

RELATED FACILITIES: RELIGIOUS AFFILIATION: Religious Society of Friends (Quakers)

YEAR OPENED: 1984 NO. OF ACRES:_ 7 MULTI-STORY:; SINGLE STORY: X BOTH;

MILES TO SHOPPING CTR: 1/4 mile (approx) MILES TO HOSPITAL: 3 miles (approx)

NUMBER OF UNITS: INDEPENDENT LIVING HEALTH CARE
APARTMENTS -STUDIO 0 ASSISTED LIVING 6
APARTMENTS -1 BDRM 49 SKILLED NURSING 32
APARTMENTS - 2 BDRM 15 SPECIAL CARE 0
APARTMENTS - 3 BDRM DESCRIBE SPECIAL CARE:
COTTAGES/HOUSES 3
% OCCUPANCY AT YEAR END 89.55%

TYPE OF OWNERSHIP: NOT FOR PROFIT ] FORPROFIT ACCREDITED:[1 ¥ [N BY:

FORM OF CONTRACT: [ LIFE CARE CONTINUING CARE FEE FOR SERVICE

[] ASSIGN ASSETS O equrry ENTRY FEE [ RENTAL
REFUND PROVISIONS (CHECK ALL THAT APPLY):[] 0% L[] 75% [ 50% [] PRORATED TO 0% OTHER:______ Prorated over 6 years
RANGE OF ENTRANCE FEES: $ 115,700 TO $ 247,300 LONG -TERM CARE INSURANCE REQUIRED? Oy N

HEALTH CARE BENEFITS INCLUDED IN CONTRACT:

ENTRY REQUIREMENTS: MIN.AGE: _ 60 PRIOR PROFESSION: N/A OTHER: Medical/Financial

FACILITY SERVICES AND AMENITIES

COMMON AREA AMENITIES SERVICES AVAILABLE
AVAILABLE FEE FOR INCLUDED FOR EXTRA
SERVICE IN FEE CHARGE
BEAUTY/BARBER SHOP HOUSEKEEPING TIMES/MONTH 1 per week
BILLIARD ROOM O O NUMBER OF MEALS/DAY 3
BOWLING GREEN [l O SPECIAL DIETS AVAILABLE
CARD ROOMS O O
CHAPEL O O 24-HOUR EMERGENCY RESPONSE O
COFFEE SHOP O O ACTIVITIES PROGRAM O
CRAFT ROOMS ] ALL UTILITIES EXCEPT PHONE O
EXERCISE ROOM APARTMENT MAINTENANCE O
GOLD COURSE ACCESS O O CABLE TV O
LIBRARY O LINENS FURNISHED 0 O
PUTTING GREEN (] O LINENS LAUNDERED O
SHUFFLEBOARD O O MEDICATION MANAGEMENT O
SPA O d NURSING/WELLNESS CLINIC O
SWIMMING POOL-INDOOR O O PERSONAL NURSING/HOME CARE O
SWIMMING POOL-OUTDOOR [ O TRANSPORTATION-PERSONAL (]
TENNIS COURT O O TRANSPORTATION-PREARRANGED O
WORKSHOP O O OTHER__Housing Services Staff O
OTHER _ Laundry, Commons O
On-site Banking O O
On-site Physical Therapist

All providers are required by Health and Safety Code section 1789.1 to provide this report to prospective residents

before executing a deposit agreement or continuing care contract, or receiving any payment. Many communities are part of multi-facility
operations which may influence financial reporting. Consumers are encouraged to ask questions of the continuing care retirement community
that they are considering and to seek advice from professional advisors.



PROVIDER NAME: Friends Association of Services for the Elderly

CCRCs LOCATION (City, State)

Friends House Santa Rosa, CA

PHONE (with area code)

(707) - 538 - 0152

MULTI-LEVEL RETIREMENT COMMUNITIES

FREE-STANDING SKILLED NURSING

SUBSIDIZED SENIOR HOUSING

*PLEASE INDICATE IF THE FACILITY IS LIFE CARE.



‘H3AIAOUd WOXS SLINIWWOD

VIN VIN VN ViN JuvD WI03dS
00°0¥" %E'9 | 00°00}' %0°0 | 00°001° %0°0_| 0000} %L ONISHNN QI TS
[ 00°008" %0°0 | 00°005" %00 | 007005 %80 | 0005¥" %8p | ONIAN Q3LSISSY
[ 00VEQ %16 | 00°58Y" %¥'E | 00°SEY %2Z2Z [ 00811 %00 | Ldv N3OXYOEDYLLOD
00815’ %18 | 00°08¢" %E'E | 00°¥EE %2V | 00-00° %00 _| WOOUA3E IHYHL ? OML
00°6¥0’ %E¢L] 00026 %5 | 00°888 %1'€2 | 00'¢8n %00 | WOO¥Q3H INO
- - - - olants
€102 % zI0zZ % 1102 % 0102 %
SONVYHO LNIDu3d ANV 334 JOVHIAV
6334 30IAMIS ATHLNOW TYIIOLSIH
I5°5L 621 ¥l 121 011V ONVH-NO-HSVD SAYO
[TXD)] 8l 1'e ¥'§ OLLYY H9VNIA0D INANTB 1830
%IEYL %0°621 %8'8L} %BLL OLLYY SMILVH3dO
%8°L %Z L %S El %LTH OlLYY 1388V OL 183d
£107 zi0z 110z 010z
(se|nuuioj ogks Jo) ebed yxeu ees) SOLL VY TVIINVNIL
Auo 1seseyu| sL0z/E V1028 %00°C 000°06E ¢ SIopus| {BUORNIEUI-ION
aonsd ALlENIYIN NOILVYNISINO ETS FONVIvE
NOILVZILNOWY J03iva do3iva 153N ONIANVLSLNO HIANTT
QN3 ¥Y3A VO8I LNSO3Y LSOW 40 BY 1830 G3¥ND3S 40 NOLLJIYO8ad
1BL'6YL 886'L02 Lov'es 800'veR (spunyey sse sysodaq [ejol)
$334 IONVYULNT WONL MO4 HSYS 1aN
@yo1ze ) 9ee'sse’) (995 522) (209’108} NOLLYZILYOWVY UNV NOLLVIO3ddSa
‘6334 SONVULNS 30434 {$507) IWOINI L3N
Ges'sLi) 809'F1 LTy 5£6'08 (swel Aisulpioexnxe Bujpnpxs)
{$38N3dX3) IWOONI DNLLYEIJO-NON SNTd
JT78] 128V G8L'9EE ££6'881 SNOLLNBILNOD SMd
186'6¥ (X 86629 108728 ASNIdXT LSIMILNI 88T
UaL'vol' ) (806’2p8')) (ece'988) (885’608} SNOLLYYIdO WO¥Hd SWODNI 1IN
080'98L'S 159'811'9 SZY ¥95'S 150°08L'S (isasoqu) @ ‘uof Nisinaidep
S3SNIdXT ONILYHIO 8831
£69'280'y 990'205Y £6V'L08'Y B9¥'9L8 Y (ewoou| 93} o !
INOONI ONLLVYNIdO
SNOLLYHIdC ONICONC WOHS SIWOINI
(374 zLoz 1102 0Loz

8SnoH spualid :FWVN ALITIOVA

1NIWALVIE TUNSOTISIA TVIONVNIA
ALIIOVL 3LIS-TTONIS



Provider Name: University Retirement Community at Davis

FINANCIAL RATIO FORMULAS

LONG-TERM DEBT TO TOTAL ASSETS RATIO

Long-Term Debt, less Current Portion
Total Assets

OPERATING RATIO

Total Operating Expenses
--Depreciation Expense
—Amortization Expense

Total Operating Revenues

—-Amortization of Deferred Revenue

DEBT SERVICE COVERAGE RATIO

Total Excess of Revenues over Expenses
+Interest, Depreciation,
and Amortization Expenses
—-Amortization of Deferred Revenue
+ Net Proceeds from Entrance Fees
Annual Debt Service

DAYS CASH ON HAND RATIO

Unrestricted Current Cash
And Investments
+ Unrestricted Non-Current Cash
And Investments
(Operating Expenses - Depreciation
-Amortization)/365

Note: These formulas are also used by the Continuing Care Accreditation Commission. For each formula,
that organization also publishes annual median figures for certain continuing care retirement communities.



FORM 7-1
REPORT ON CCRC MONTHLY SERVICE FEES

(11

(2]

(3]
[4]

(31

(X1

(X

X]

(X

(X]

(X

INDEPENDENT ASSISTED SKILLED
LIVING LIVING NURSING

Monthly Service Fees at
beginning of reporting period:

Indicate percentage of increase
in fees imposed during reporting period:

[1 Check here if monthly service fees at this community were not increased
during the reporting period.

Indicate the date the fee increase was implemented: April 1, 2012
Check each of the appropriate boxes:

Each fee increase is based on the provider's projected costs, prior year per capita costs,
and economic indicators.

All affected residents were given written notice of this fee increase at least
30 days prior to its implementation.

At least 30 days prior to the increase in monthly service fees, the designated
representative of the provider convened a meeting that all residents were
invited to attend.

At the meeting with residents, the provider discussed and explained the reasons
for the increase, the basis for determining the amount of the increase, and the
data used for calculating the increase.

The provider provided residents with at least 14 days advance notice of each
meeting held to discuss the fee increases.

The goveming body of the provider, or the designated representative of the
provider posted the notice of, and the agenda for, the meeting in a
ceonspicuous place in the community at least 14 days prior to the meeting.

On an attached page, provide a concise explanation for the increase in monthly

service fees including the amount of the increase.
FORM 7-1

PROVIDER NAME: Friends Association of Services for the Eldery
COMMUNITY NAME:  Friends House




Each year as part of our budget process we incorporate suggestions from residents on
ways in which we can improve the services we provide. We also work closely with our
department heads to inciude those suggestions where possible and to refine our program
of services while keeping the costs as low as possible.

As you can imagine, with so many different individuals: residents, employees and board
members, our budget takes several months each year to prepare before it is finalized.
The FASE Board and Pacific Retirement Services have reviewed and approved the
budget for this next fiscal year.

Our goal each year is to produce a budget, which keeps monthly rate increases
reasonable while continuing to maintain and improve the services we provide. The budget
must cover inflationary increases (including the necessary adjustments to salaries and
benefits to retain and attract quality employees) and meet regulatory requirements and our
actuarial reserve requirements.

We raised health center rates by 6.3%, assisted living fees by 4.5%, and independent
living rates by 10%. This is necessary to accommodate the rising costs of providing health
care. Our goal has been to build and staff Friends House to provide a great place for
residents to live a happy and healthy life. We will be monitoring our services and
implementing change as necessary.

We realize the importance of keeping fee increases to the most reasonable level possible
and have made every effort to do so.



