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Message from the Executive Director

For The Forum at Rancho San Antonio, 2015 was an exceptional year of growth and
accomplishment, highlighted by the start of The Forum Master Plan. Nearly ninety-percent of
the Membership approved a Master Plan Vote in October, demonstrating The Forum Board of
Directors and the Membership understand now is the time in The Forum'’s life cycle to invest in
improving existing facilities and services to remain attractive and be competitively positioned.

The Forum is recognized as a premier Continuing Care Retirement Community in the Bay Area,
with financial strength backed by strong cash flow and healthy occupancy. To ensure its prosperity
well into the future, The Forum’s Board of Directors and the Executive Team decided to strategically
reposition the community to strengthen market position and compete with new and emerging
senior living projects in the market area.

The Master Plan has two phases:
Phase 1 (approved by the Membership)

e 18 Villas e Emergency Services and Administration
e New Memory Care Building e Skilled Nursing Addition/Modernization
e Renovation to the Assisted Living Building ¢ New Rehabilitation Space

Dining Area Renovation and Addition
Phase 2 Scope of Work (needs Membership approval):

e Wellness Space (health clinic, spa, e Guest Rooms
designated exercise room, etc.) e New Multi-purpose Building

Additionally, to maintain financial strength during this period of change The Forum made two key
financial decisions in 2015:

1. A $10 million line of credit obtained to fund initial planning costs of the Master Plan.

2. An existing bank loan renegotiated at year-end with a significant reduction in interest. The loan
restructure renegotiated will be a low interest-only loan freeing up additional cash flow until
permanent financing with the Master Plan is placed.

We now look forward to the selection and hiring of the design team to expedite our vision.

The Health Care Center continues to exceed our Residents’ expectations. Skilled Nursing achieved
five-star quality ratings from the government Centers for Medicare and Medicaid Services (CMS).
A five out of five-star in every category is considered the highest score.

The Wellness Department demonstrates each day our commitment to provide options for the
same quality services for those who choose to remain in their current homes. We have developed
and added preventative and supportive services to provide alternative options and increase value
for our Residents.

We end a successful 2015 stronger than we began. With outstanding Management and a
committed staff we remain poised to be true to our vision of being a leading retirement community
and workplace that is innovative and embraces change.

Sincerely,

Nancy Kao
Executive Director






Growing Together in Cupertino: Silicon Valley and The Forum

The Technology Valley and the Forum Hills

Tomato bushes and apricot trees lined the
“Valley of Hearts Delight,"our community. The
fifties commenced a changing venue. After a
multi-year explosion of the personal computer
industry, the 1980s started the next growth
spurt with Intel’s Gordon Moore who created
Moore’s Law with: “A chip would be doubled in
capacity every 24 months.”

We also heard Regis McKenna, Marketing
Guru, declare: “Every 10 years a new product
is born.” The speed, then, in the 1990s was
hectic and exciting. And The Forum was born.

Yes, in the 1990s one of the new products on

the top of Rancho San Antonio was The Forum.

And we immediately grew. Silicon Valley grew.
We blossomed. Silicon Valley skyrocketed. We
had bumps, the valley had bumps, and finally,
in another decade and more, we all matured.

Now, in 2016, with the largest investment
portfolios in the world, the 25 most recognized
high tech companies on the planet, Silicon
Valley has seen stratospheric growth. And so
did The Forum. Apple is building a circular
futuristic campus. Google took over a portion
of a city. Now we have plans.

Silicon companies purchased 40 % of
geographic sites, and The Forum has begun
its plans for future growth. We plan for 18 new
Villas and an enlarged health center and a
new memory complex. Upgrades are planned
everywhere in the current site on the 54 acres
of amazing architecture and landscape. Of
course there will be downturns in the economy
and in Silicon Valley, but The Forum will
continue to grow and change—which is how
we parallel our valley.

In the last years we have grown technically with:

e A tablet with multiple directories and apps
for all 319 units

e The Electronic Medical Records (EMR)
computer system for the Health Care Center

e The AT&T cell tower on our premises

e AT&T TV Uverse system for every resident

e Computerized dining orders

e Dakim computer memory computer service
e The Cyber cycle in the Fitness center

e Rehab center computerized equipment

“Innovation distiguishes between a leader and a follower”

— Steve Jobs




Forum Residents Understand Silicon Valley:

Among our nearly 400 residents, we house

a multitude of Silicon Valley engineers. Our
children and our grandchildren are the
second and third generation of technological
employees. Many families have lived and
breathed the downfalls and epic inventions of
the Silicon Valley.

Many of the rest of us just enjoy the fruits,

not the original apricots and plums from this
valley, but the technical products that speed up
communication and allow us to search without
the 24 encyclopedias that took up so much
room. Our web site takes seconds to deliver
data to our screens, and only takes up inches
on our desk.

The Best of Two Worlds:

Not only does The Forum house the latest
technological systems, but it is known for its
54 acres of almost a thousand trees, a daffodil

hill, lovely oleanders and annual flowers
throughout the area and a Japanese and a
Rock garden within the serene architecture
of the Forum. The drive up the hill, beyond
Rancho San Antonio Park, is mesmerizing,
and the view is breathtaking.

Our folks communicate about and with the
latest technical devices. They also walk
together, down to the farm, up to the hills,

and they enjoy the iris flowered walkways
surrounding the Forum campus. The residents
hike, swim, golf, bike, exercise, and enjoy
music, chorus, trips and off site entertainment,
only to return, happily, to the beautiful world
that keeps on growing.

The commerce around us won't stop. There
will be driverless cars, walking robots, and
drones. And The Forum will stretch and grow
and keep up with our exciting and changing
world around us.

“The growth and development of people is the highest calling

of leadership.”

— Harvey S. Firestone, Founder of Firestone Tire and Rubber Company




Financials — The Forum Stats At-A-Glance

On the Campus

Census for Year

Year of OPeniNg........uvvvvveeeriiiiiiiiiiiieeenins 1991 Unit Average
Year of First Expansion in OEpEEY  OSCpEnEy
Healthcare Center ..., 2005  Independent Living 319 92%
NUMDbEr Of ACIES ...eeeviiiiiiiiiiiiccc i 54 Healthcare Center 106 95%
Number of ResidentS..........ccccvvvvviiiiieeennn, 467
Percent of Board Members Who
Are Residents........cccvvvveeeeiiiiiiie 93%
Resident Committees and Interest Groups ... 31
Year Over Year

2013 2014 2015*
Unrestricted Cash & Investments $35,854,369 $37,253,632 $37,981,242
Net Income Before Depreciation 2,568,130 $4,054,122 $5,320,380
Long-Term Debt Outstanding $5,961,607 $5,563,668 $5,138, 090

*Pre-audited financial data

Unrestricted Cash & Investments

$38,000,000

$37,000,000

$36,000,000

$35,000,000

$34,000,000

$33,000,000

$32,000,000

$31,000,000

$30,000,000
2011 2012

2013

2014

2015



Evolution of Wellness & Healthcare Practices

When we look at the concept of health and
wellness there has been a shift over the
past 25 years. Traditional medical and health
practices followed a reductionist approach in
treating patients. Over the past 20 years or
S0, one third of the American public began
using alternative therapies in conjunction
with conventional medicine. The Forum
Wellness Center has kept abreast of this
shift by offering an integrative approach to
wellness, including acupuncture, audiology,
dermatology, podiatry, massage, social
services, meditation, and a variety of fitness
activities and educational programs.

The Federal Government is also focusing on
Population Health, a push to keep people
healthy and out of the hospital. We are seeing
this in multiple settings that link patients to
the full spectrum of services, from preventive
care to hospital care. The ultimate goal is to
keep people healthy and intervene before
costly hospitalizations occur and then recur.
The Federal Government has made it clear

to providers that patient data portability is

the key to modern health care. This has

led Healthcare Centers across the nation,
including our Skilled Nursing, to move forward
with Electronic Medical Records (EMR). We
were able to accomplish Phase | and Phase

Il of EMR transition. Another noteworthy area
of data collection is the readmission rate to
area hospitals, with 30 day 60 day and 90 day
monitoring of patients who are admitted and
readmitted to Skilled Nursing. For 3rd quarter
we were able to show a low readmission

rate of 5.4%, which was far below the state
average of 9%.

Whether in alternative therapies or on the
other spectrum of regulatory compliance,
being in the forefront of wellness and
healthcare throughout the continuum of
residence allows Forum members to actively
collaborate in being thought leaders in the
aging process. This collaborative approach

is also evidenced by the development of the
Forum’s Eight Dimensions of Wellness
manual, written by the Resident Council’s
Wellness Committee in conjunction with the
Wellness Director. The Forum Wellness Center,
Programs and Activities Office, and Fitness
Center are offering residents programs and
activities under the following areas: spiritual
growth, intellectual growth, social and
volunteer opportunities, personal health
planning, physical fitness, environmental
enhancement, cognitive and emotional
support, and healthy nutrition. For example,
the Fitness Center offers programs on fall
prevention, balance, and fitness assessments.
Use of the Fitness Center and attendance

in fitness classes has doubled and tripled in
some cases. Keeping up with technology,

the Fitness Center has a web-based Cyber
Cycle, a recumbent stationary bike that allows
residents to compete with others across the
USA. The Fitness Center also organizes the
annual Age of Champions event, which

is similar to the Senior Olympics and has a
robust number of activities during National
Active Aging Week.

“Health is a state of body. Wellness is a state of being.”

— J. Stanford




The services offered by the Wellness Center
help residents to remain healthy, active,

and safe. When extra care is needed in the
Healthcare Center, the quality of service is
proven not only by the clinical outcomes and
overall satisfaction, but also by the Five Star
Quality Rating System that helps “to assist
the public in identifying meaningful distinctions
among providers.” The Healthcare Center’s
Skilled Nursing has maintained its 5-Star rating!

The goal is a community in which each
person’s capabilities and individuality are
affirmed and celebrated. For the Forum,

the quality of care and quality of life are
inseparable and equally important. The Forum
looks forward to this continued endeavor while
advancing and enhancing its wellness and
healthcare services.






The Forum Serves from Generation to Generation
Interviews with the Second Generation at The Forum

From Mother to Daughter: In 2005, Bonnie
and Lee Giannone searched for the right
retirement home for Bonnie’s Mom, Bettie
Braunger. Mother is a little “fussy” and “artsy,”
and they wanted her near their Woodside
house. After searching for a long time, they
found a bucolic and logistical fit at The Forum!
The decision was made, and Bettie has lived
here for over 10 years.

Now, as Bonnie and Lee’s son with his wife
and children moved to Portland, they too felt
a little concerned for their long term planning.
Bonnie and Lee bought a unit feeling that it
was good to get into the community for their
long term retirement horizon. Purchasing the
unit has been very helpful also since their
Mother was also in a transition phase. The
Healthcare Center has been wonderful, and
Mom gained weight and felt the loving care
from the nursing staff.

The second generation loves the beautiful
landscaping here, the proximity to everything
they care about, and the opportunity to still be
near Mom. Although the move isn’t complete
yet, the generational shift is taking place.

Father to Daughter: Betsy
McClendon, daughter of Fred
Clifton, got a full appreciation
of researching a retirement
community from her Dad’s
search for the perfect place
where he could have
independence, but also could be assured he

would not always be alone. Also there were
health considerations, the only way doctors
were willing to do open heart surgery on him
was the quality of follow up care that was
available at the Forum. Fred lived the good life.

Betsy did not need further research when
years later she decided to buy her Dad’s villa.
She saw nothing like The Forum in southern
Callifornia, where she lived while Dad was
here. Betsy sees the service to Residents
here only progressing every year. She had the
highest regard for our own Maria Saralegui,
who “not only keeps The Forum spotless but
coordinates the best care of the residents
and their homes”. She also recommended
changes for The Forum’s work order system,
which has become so much more successful.
She calls The Forum now developing to our
Nordstrom of the retirement era.

For Mother and Daughter:

The Shibuya mother and

daughter purchased a villa

together. Janice, however,

was very young and only

moved in to comfort her
mother. Time sped by, and Mother needed to
be in the Health Care Center. Janice was not
too sure she would stay on when mother was
no longer steps away from her Villa.

Well, mother left her beloved daughter some
time ago, and now Janice is absolutely,
positively certain that she would never leave
here. Janice loves the warmth of the staff,

the beautiful architecture, and the knowledge
that she can still at her young age spend long
periods away with travel and family, and a
third trip to Africa. She can also be assured of
coming home to her beautiful Villa.

When Janice accompanied her mother here
a while ago, she never dreamed she, Janice,
would stay here the rest of her happy life.
Lucky us. Lucky Forum. Lucky Janice.
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FISCAL YEAR ENDED:

ANNUAL REPORT CHECKLIST /Q;LI 8l / &015
 PROVIDER(S): Rancho San Antonio, RHC & RS| .
CCRC(S): DBA: The Forum at Rancho San Antonio
Healthcare Center at the Forum at Rancho San Antonio
CONTACT PERSON: Nan Bovd
TELEPHONE NO.: (650} 944- 0264 EMAIL: nanboyd@theforumrsa.com

® O 0 0 & & & & 0 0 9 O 8 O O P P O 0 0 0

A complete annual report must consist of 3 capies of all of the following:
IEf Annual Report Checklist,

¥ Annual Provider Fee in the amount of: 8 $25.231.00 chkif 16923

O If applicable, late fee inthe amount of: $_NA

The reporis are correct to the best of his/her knowiedge.

Each continuing care contract form in use or offered to new residents has been
approved by the Department.

The provider is maintaining the required liquid reserves and, when applicable, the
required refund reserve.

ﬁ Cegfication by the provider's Chief Executive Officer that:

é Evidence of the provider’s fidelity bond, as required by H&SC section 1789.8.

d Provider’s audited financial statements, with an accompanying certified public
accountant’s opinion thereon.

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

@{ Provider’s “Continuing Care Retirement Community Disclosure Statement” and Form 7-1
“Report on CCRC Monthly Service Fees” for each community.

E’ﬁ Provider's Refund Reserve Calculation{s) — Form 3-1 and/or Form 9-2, if applicable.

The Key Indicators Report is required to be submitted within 30 days of the due date of the
submission of the annual report, but may be submitted at the same time as the annual
report.

September 2013
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FORM 1-1

RESIDENT POPULATION
Line Continning Care Residents ' TOTAL
[1] Number at beginning of fiscal year 456
[2] Number at end of fiscal year 453
[3] Total Lines 1and 2 ' 909
[4] Multiply Line 3 by “.50” and enter result on Line 5. x .50 x.50
[5] Mean number of continuing care residents
All Residents

7 [6] Number at beginning of ﬂscal year ) 475
[71 Number at end of fiscal year 482
[8] Total Lines 6 and 7 957
[91 Multiply Line 8 by “.50” and enter result on Line 10. x .50 7 %.50
[10] Mean number of all residents :

Divide the mean number of continuing care residents (Line 5) by the
[11] mean number of all residents (Line 10) and enter the result (round to 0.95
two decimal places).

FORM 1-2
ANNUAL PROVIDER FEE
Line ' ) TOTAL
f1] Total Operating Expenses (including depreciation and debt service — interest only) 31,214,707
[2] Depreciation 4,249,017
[b] Debt Service (Interest Only) 402,068
[2] Subtotal (add Line 1a and 1b) : 4,651,085
[3] Subiract Line 2 from Line 1 and enter result. 26,563,622
[4] Percentage allocated to continuing care residents (Form 1-1, Line 11) 25,231,277
[5] Total Operating Expense for Continuing Care Residents
x.001
[6] Total Amount Due (multiply Line 5 by .001) 25,231

PROVIDER:  Rancho San Antonio, RHC & RSI

COMMUNITY:_Rancho San Antonio, dba, The Forum@Rancho San Antonio

FORM 1-1 and FORM 1-2




Eanan ¥

THE FORUM
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April 27, 2016

Department of Social Services
Continuing Care Contract Program
744 P Sireet, MS 10-90
Sacramento, CA 95814

CERTIFICATION OF CHIEF EXECUTIVE OFFICER OF
RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION

The undersigned hereby certifies that (i) the materials enclosed with the annual report for
2015 and any amendments, submitted herewith to the California Department of Social
Services is, to the best of her knowledge and belief, true and correct, (ii) and that the
forms of the continuing care agreements at Rancho San Antonio in use or offered to
residents are those which have theretofore been submitted to, and approved by, the
California Department of Social Services, and (iii) The Forum at Rancho San Antonio is
maintaining the required liquid reserve and a refund reserve trust fund was not required.

/&I&M/ éW MF’WA//}/

. Maryﬁli’{d'beth O’Connor, President

457 /14

Date

www.experiencetheforum.com | 23500 Cristo Rey Drive, Cupertino, CA 95014 | B50C 944 0100

California RCFE # 435200344 | &1 Equal Housing Opportunity | TCoAE 204 &




, Report of Independent Auditors and
Continuing-Care Liquid Reserve Schedules

Rancho San Antonio Retirement Housing
Corporation and Rancho San Antonio
Retirement Services, Inc.

December 31, 2015

MOSS-ADAMS 1.0

Certified Public Accountants | Business Cansultants
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WINW, MOSSADAMS, COM

REPORT OF INDEPENDENT AUDITORS

Ta the Members of the Audit Committee and the Board of Directors
Rancho San Antonio Retirement Heusing Corporation and
Rancho San Antonio Retirement Services, Inc.

Report on the Financial Statements

We have audited the accompanying financial siatements of Rancho San Antonio Retirement Housing
Corporation (“RHC") and Rancho San Antonio Retirement Services, Inc. ("RSI") {collectively referrad to as
the “Company”), which comprise the continuing care liquid reserve schedules, Form 5-1 through Form 5-
5 as of and for the year ended December 31, 2015.

Management'’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the liquid reserve requirements of California Health and Safety Code Section 179Z.
Management is also responsible for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of the financial statements that are free from material
misstatement, whather due to fraud or error.

o

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
cenducted 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 financial statements are free of material misstatement.

|
A audit involves performing procedures to obtain audit evidence about the amounts and disclosures in ‘
the financial statements. The procedures selected depend on the auditor's judgment, including the

assessment of the risks of material misstatements of the financial statements, whether due to fraud or

error. In making those risk assessments, the auditor considers internal control relevant to the entity’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 entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating i
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.

Opinjon

In our opinion, the financial statements referred to above present fairly, in all material respects, the
continuing care reserves of the Company as of and for the year ended December 31, 2015, in conformity
with the liquid reserve requirements of California Health and Safety Code Section 1792,




Basis of Accounting

We draw attention to the basis of accounting used to prepare the financial statements, The financial
statements are prepared by the Company on the basis of the liquid reserve requirements of California
Health and Safety Code Section 1792, which is a basis of accounting other than accounting principles
generally accepted in the United States of America, to meet the requirements of California Health and
Safety Code Section 1792, Our opinion is not modified with respect to this matter.

Other Matier

Our audit was conducted for the purpose of forming an opinion on the financial statements, as a whole.
The accompanying Supplementary Form 5-4, Reconciliation to Audit Report; and Supplementary Form 5-
5, Reconciliation to Audit Report; presented as supplementary schedules, are presented for the purpase
of additienal analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management antd was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements, and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements, or to the financial statements themselves, and other
additional procedures in accordance with the auditing standards generally accepted in the United States
of America. In our opinion, the supplementary information is fairly stated in all material respects in
relation to the financial statements, taken as a whole.

Restriction on Use

Our report is intended solely for the information and use of the Board of Directors and management of
Rancho San Antonio Retirement Housing Corporatien and Rancho San Antonio Retirement Services, Inc.,
and the California Department of Secial Services and is not intended to be, and should not be, used by
anyene other than these specified parties.

Ny

San Francisco, California
April 28, 2016

Page 2



CONTINUING CARE LIQUID RESERVE SCHEDULES
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND

RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.

FORM 5-5

ANNUAL RESERVE CERTIFICATION

Provider Name:
Fiscal Year Ended:

Rancho San Antonio, RHC & RSI

December 31, 2015

We have reviewed our debt service reserve and operating expense reserve requirements as of, and for

the pe}riod ended

12/31/2015

Our liquid reserve requirements, computed using the audited financial statements for the fiscal year

are a3 follows;

and are in compliance with those requirements.

Amount
f1] Debt Service Reserve Amount $800,006
[2] Operating Expense Reserve Amount $5,137,875
[3] Total Liguid Reserve Amount: | $5,937,891)
Qualifying assets sufficlent to fulfill the above requiremants are held as foliows:
(market value at end of quarter)
A escriptio Debt Service Reserve Operatj TV
[4] Cashand Cash Equivalents $800,006 $14,509,541
[5] Investrnent Securlties 0 $6,582,407
[6] Equity Securitias $0 $0
[7] Unused/Available Lines of Credit $0 $0
[8] Unosed/Available Letters of Credit 40 $0
[9] DebtService Reserve $0 {notapplicable)
[10] Other; Board Designated Cash & lnvestments $0 $5,534,801
(describe qualifying asset)
Listed for Reserve Obligation: [11] $800,006 [12] $26,627,149
Reserve Obligation Amount: {13] §800,006 [14] 45,137,875
" Surplus/(Deficiency): [15] 30 [16] $21,489,274
Signature;
W %W/)&% Date:  April 28,2016
(Authonzeh Repres\mgtwe)
Chief Financial Officer
(Title)
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SUPPLEMENTARY SCHEDULES




RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
SUPPLEMENTARY FORM 5-4

RECONCILIATION TO AURIT REPORT

December 31, 2015

Total Operating Expenses $

30,812,639
Add: Interest Expense 402,068
Total operating expenses from financial statements $ 31,214,707
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
SUPPLEMENTARY FORM 5-5

RECONCILIATION TO AUDIT REPORT

December 31, 2015

Total
Cash and cash equivalents $ 7,373,665 ?
Unexpended escrow transaction and exit fees for Healthcare Center purposes 7,936,282 |
TOTAL CASH AND CASH EQUIVALENTS 3 15,209,947
TOTAL CASH AND CASH EQUIVALENTS FOR DEBT SERVICE RESERVE $ 804,006
TOTAL CASH AND CASH EQUIVALENTS FOR OPERATING RESERVE 14,509,941
TOTAL CASH AND CASH EQUIVALENTS $ 15,309,947
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WWW, MOSSADAME. COH

REPORT OF INDEPENDENT AUDITORS

To the Members of the Audit Committee and the Board of Directors
Rancho San Antonio Retirement Housing Corporation and
Rancho San Antonio Retirement Services, Inc,

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Rancho San Antonio Retirerent
Housing Corporation ("RHC") and Rancho San Antonio Retirement Services, Inc. ("RSI"} {collectively
referred to as the "Company”), which comprise the consolidated halance sheets as of December 31, 2015
and 2014, and the related consolidated statements of operations, changes in members' equity, and cash
flows for the years then ended, and the related notes to the consolidated financial statements.

Management's Responsthility for the Consolidated Financial Statements

Management is respensible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated 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 consolidated financial statements are firee from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal conirol
relevant to the entity’s preparation and fair presentation of the consolidated 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 entity's internal control. Accordingly, we express no
such opinion. An audit alse 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 consolidated financial staterments.

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financiai position of Rancho San Antonio Retirement Housing Corporation and Rancho San
Antonio Retirement Services, [nc. as of December 31, 2015 and 2014, and the results of their operations
and changes in members’ equity, and their cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.




Other Matters
Supplementary Information

Our audits were conducted for the purpose of forming an cpinion on the consolidated financial
statements as a whole. The accompanying consolidating balance sheet and consolidating statement of
operations, as of and for the year ended December 31, 2015, for Ranchoe San Antonio Retirement Housing
Corporation and Rancho San Antonio Retirement Services, Inc., presented as supplementary information,
are presented for purposes of additional analysis and are not a required part of the consolidated financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the consolidated financial
statements. Such information has been subjected to the auditing procedures applied in the audits of the
consolidated financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the
consolidated financial statements or to the consolidated financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America, In our opinion, the information is fairly stated in all material respects in relation te the
consolidated financial statements as a whole.

/Mo

San Francisco, California
April 28, 2016
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CONSOLIDATED FINANCIAL STATEMENTS



RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND

RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
CONSOLIDATED BALANCE SHEETS
December 31, 2015 and 2014

2015 2014
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 7,373,665 $ 7,374,169
Investments 6,582,407 6,923,485
Accounts receivable, net of allowances of
approximately $35,000 in 2015 and 2014 1,003,344 895,787
Inventories 83,793 78,601
Interest receivable and other 60,826 357,860
Prepaid expenses 616,662 696,170
Member advances - investments 10,576,996 10,613,556
Total current assets 26,297,693 26,939,628
PROPERTY AND EQUIPMENT
Land rights and improvements 16,188,224 16,146,090
Buildings and improvements 117,256,752 115,946,631
Furniture and equipment 11,921,043 11,642,547
Construction in process 1,114,579 949,658
Property and equipment 146,480,598 144,685,226
Less accumulated depreciation (81,644,012} (77,538,874}
Property and equipment, net 64,836,586 67,146,352
BOARD-DESIGNATED CASH AND INVESTMENTS 5,534,801 5,442,620
UNEXPENDED ESCROW TRANSACTION AND EXIT FEES FOR
HEALTHCARE CENTER PURPOSES 7,936,282 6,899,803
Total assets $ 104,605,362 $ 106,428,403
LIABILITIES AND MEMBERS' EQUITY
CURRENT LIABILITIES
Current portion of note payable to bank $ 425,578 $ 397,939
Accrued liahilities 1,696,658 1,861,927
Current portion of deferred escrow transaction fees 303,823 285,630
Member advances 14,047,052 15,812,343
Total current liabilities 16,473,111 18,357,839
NOTE PAYABLE TO BANK, net of current portion 5,138,091 5,563,668
DEFERRED ESCROW TRANSACTION FEES, net of current portion 1,823,938 1,666,699
Total liabilities 23,435,140 25,588,206
MEMBERS' EQUITY 81,170,222 80,840,197
Total liabilities and members' equity $ 104,605,362 $ 106,428,403

See accompanying notes.
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.

CONSOLIDATED STATEMENTS OF QPERATIONS

Years Ended Pecember 31, 2015 and 2014

2015 2014

REVENUES . .
Resident service revenue $ 23,060,163 $ 21,800,402
Ancillary revenue 2,424,089 1,679,436
Appreciation on resale of memberships 3,708,750 3,551,800
Commission on sale of membership 1,285,500 1,235,100
Total revenues 30,478,502 28,266,738
OPERATING EXPENSES .
Salaries . 11,838,453 11,557,416
Employee benefits and taxes 3,754,108 3,948,265
Insuraice 355,072 581,685
Legal and professional 171,878 116,350
Depreciation 4,249,017 4,155,407
Management fees 1,314,100 1,224,074
Marketing 476,056 319,726
Property taxes 394,616 441,662
Utilities 1,404,162 1,314,167
Cable and IT services 473,598 466,797
Maintenance and supplies 1,302,469 1,114,292
Food and supplies 2,452,398 2,247,825
Ancillary 1,210,495 1,033,752
Other 1,416,217 1,365,606
Total operating expenses 30,812,639 29,887,024
NET OPERATING LOSS (334,137) (1,620,286)
OTHER INCOME (EXPENSE)
Interest income 361,560 195,256
Amortization of escrow transaction and exit fees 1,333,168 1,296,377
Interest expense (402,068) (431,017)
Net unrealized (loss) gain on investments (628,941) 455,931
Other income 1,958 4,054
Gain (loss) before provision for income taxes 331,540 {99,685)
PROVISION FOR INCOME TAXES (1,515) {1,600)
NET INCOME (LOSS) ) $ 330,025 $ (101,285)
See accompuanying notes,
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN MEMBERS’ EQUITY

Years Ended December 31, 2015 and 2014

Balance, January 1, 2014
Netloss

Balance, December 31, 2014
Net income

Balance, December 31, 2015

Accaomulated
Cooperative Peficit in Retained Total Members'
Memberships, net ~  Earnings Equity
L 118,344,015 $ (37,402,533) $ 82,455,925
- {101,285) (101,285)
118,344,015 (37,503,818) 80,840,197
- 330,025 330,025

$ 118,344,015 5 (37,173,793)

$ 81,170,222

See accompanying notes.
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31, 2015 and 2014

2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from residents for housing services : $ 11,160,725 $ 10,655,653
Cash received from residents and third-party
payers for medical services : 9,692,517 11,820,592
Cash received from noncontract residents 1,559,178 1,624,509
Cashreceived from ancillary revenues and other income 2,424,089 1,679,436
Cash received for resale of memberships 3,708,750 3,551,800
Cash received from commission of sales of memberships 1,285,500 1,235,100
Cash paid for operating activities, including
suppliers and employees (26,675,061) (27,263,255)
Cash received from interest 361,560 195,256
Cash paid for interest [402,068) {431,017)
Net cash provided by operating activities 3,415,190 3,068,074
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property and equipment (2,010,043)] (1,396,203)
Purchases of investments (4,822,571 {16,578,962)
Proceeds from investments . 4,468,024 13,352,724
Net change in board-designated cash and investments 344,293 219,743
Net change in unexpended escrow transaction and exit fees :
for Healthcare Center purposes (943,400) 572,614
Net change in member advances - investments 202,632 2,886,644
Met cash used in investing activities (2,761,065} {943,440)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from member advances 3,900,000 4,773,412
Repayment of member advances (5,665,291} {5,700,000)
Proceeds from escrow transaction fees 1,508,600 1,340,279
Repayment of note payable to bank {397,938) {371,125)
Net cash {(used in} provided by financing activities {654,629} 42,566
NET CHANGE IN CASH AND CASH EQUIVALENTS (504} 2,167,200
CASH AND CASH EQUIVALENTS, heginning of year 7,374,169 5,206,969
CASH AND CASH EQUIVALENTS, end of year $ 7,373,665 $ 7,374,169
RECONCILIATION OF NET INCOME (L.OSS) TQ NET CASH PROVIDED BY
OPERATING ACTIVITIES
Net income (loss) $ 330,025 $ (101,285)
Adjustments to reconcile net income (loss) to net cash provided
by operating activities:
Pepreciation 4,249,017 4,155,407
Loss on disposal of equipment 70,792 26,430
Amortization of deferred escrow transaction fees (1,333,168) (1,296,377)
Changes in assets and liabilities:
Accounts receivable (107,557) 58,321
{nventories (5.192) (18,420}
Other receivables 297,034 1,337
Prepaid expenses 79,508 11,505
Accrued liabilities {165,269) 231,156
Net cash provided hy operating activities § 3,415,190 $ 3,068,074
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INEORMATION
Cash paid during the year for income taxes $ - 1,515 $ 1,600

See dccompanying notes.
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - DESCRIPTION OF THE ORGANIZATION

Rancho San Antenio Retirement Housing Corporation (“RHC"}, a California taxahle nonprofit mutual benefit corporation, owns the
Forum at Rancho San Antonio (the “Community”), which contains 319 mclependent living units and a healthcare facility (the
“Healthcare Center”) in Cupertino, California.

Rancho San Antonio Retirement Services, Inc. (“RS1") is a separate California taxable nonprefit mutual benefit corporation that
provides healthcare services to members of the Community and the general public. RSI leases the Healtheare Center from RHC, The
Healtheare Center contains 48 nursing beds and 58 assisted [iving suites. Members of the Community pay a separate monthly fee to
RSI for the Healthcare Center and its services, The California Department of Social Services ("DSS”) and the California Department
of Health Services (“DHS") have certified RHC and RS to provide care to members of the Community and the public.

Residents of the independent living units of the Community are required to purchase memberships in RHC and to enter into
occupancy and healthcare agreements with RHC and RS, respectively. The memberships are nonrefundable but ars transferable at
the option of the member, with RHC receiving 50 percent of the appreciation, if any, upon resale of memberships. Members’ equity
includes all capital raised from the initial sale of all available cooperative memberships in RHC, The initial sale of all memberships
was completed by December 31, 1996,

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation - The consolidated financial statements include the accounts of RHC and RSI, of which RHC is the sole
member, RHC and RSI would he collectively referred to as the “Company”. All significant intercompany accounts and transactions
have been eliminated in consolidation.

Cash and cash equivalents - Cash and cash equivalents include demand deposit accounts and money market investment
accounts with original maturities of three months or less.

Investments — The Company’s investments are included in the following captions on the consclidated balance sheets: investments,
member advances ~ investments, board designated cash and investments and unexpended escrow transaction and exit fees for
Healthcare Center purposes. Investments consist of money market funds, which are recorded at cost and approximate fair value,
and United States government bonds and certificates of deposit, which are classified as investments held to maturity and are
recorded at amortized cost. Investment income or loss {including realized and unrealized gains and losses on investments, interest,
and dividends) is included in the net income {loss). As of December 31, 2015 and 2014, the net accumulated unrealized gains and
losses on investments were $112,322 and $741,263, respectively.

Accounts receivable — The Company provides services to residents and non-residents even though they may lack adequate funds
or may participate in programs that do not pay full charges. The Company receives payments for health services from residents and
non-residents, insurance companies, Medicare, HMOS, and other third-party payors. As a result, the Company is exposed to certain
credit risk. The Company manages its risk by regularly reviewing its account, by providing appropriate allowances for uncollectible
accounts.

Inventories - Inventories primarily consist of foed and nursing supplies and are stated at the lower of cost or market on a first-in,
first-out basis.

Member advances -~ Under the terms of the healthcare agreement, if a member has received more than 90 consecutive days of
care in RSI and sells his or her membership in RHC, the resident is required to advance RSI the lesser of $300,000 or the net
proceeds from the sale. The advance is to be repaid, without interest, within 90 days after the termination of the member's
healthcare agreement. Member advances are available for use by RSI at the discretion of management and the Boards of Directors,
and are presented as member advances — investments in the accompanying consolidated balance sheets.

A portion of the funds from member advances has been used to pay a mortgage note in full, as discussed in Note 4.
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Property and equipment - Property and equipment are recorded at cost. Depreciation is computed on the straight-line method
over the estimated useful lives of the related assets as follows:

Land rights 85 years
Building 40 years
Land and building improvements 8 - 40 years
Furniture, fixtures and equipment 3 -10 years

The land on which the Community is constructed is leased under an operating lease that expires in 2072, A total of $13,080,000 has
been paid to the property owmer which represents the total lease payments required. Amounts paid under the lease are included in
land rights and improvements and are amortized on the straight-line method over the term of the lease.

Impairment of long-lived assets and long-lived assets to be disposed of - Long-lived assets are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying ameunt of an asset may not be recoverable. Recoverability
of assets to be held and used is measured by a comparison of the carrying amount of an asset to future net cash flows expected to
be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is measured by the
amount by which the carrying amount of the assets exceeds the fair value of the assets. The Company has determined that no such
basis adjustment was necessary at December 31, 2015 and 2014.

Board-designated cash and investments - Board-designated cash and investments are funds designated for property, equipment
repairs and replacements and for insurance costs. .

Unexpended escrow transaction and exit fees for Healthcare Center purposes - Unexpended escrow transaction and exit fees
for Healthcare Center purposes are maintained by RHC for the purpose of funding operations of the Healthcare Center, including
but net limited to general operating expenses, capital repairs, replacements and expansion and construction of new facilities.

Obligation to provide future services - Management annually calculates the present value of the net cost (difference between
cost to operate and maintenance fees charged) of futura services and use of the Continuing Care Retirement Community (“CCRC*)
to be provided to current residents and compares the amount with the balance of deferred revenue frem unamortized CCRC
membership fees, If the present value of the net cost of future services and use of the CCRC exceeds the deferred escrow
transaction fees, a liability is recorded with the corresponding charge to income. No liability was recorded at December 31, 2015
and 2014,

Revenue recognition - Resident service revenues generated from monthly occupancy fees for independent Hving units, assisted
living units, assisted living suites and nursing beds are recognized monthly based on the terms of the occupancy and service
agreements, Ancillary revenues from supplementary services and other ftems requested by the resident are recognized as the
services are provided.

Resident and ancillary revenues include amounts estimated by management to be reimbursable by the Medicare program.
Reimbursements (cost-hased or ctherwise) are subject to examination by agencies administering the program, and provisions are
made for potential retroactive adjustments. To the extent those provisions vary from settlements, operations are charged or
credited as the adjustments become known,

RHC charges escrow transaction fees to buyers of occupancy rights and exit fees to sellers of occupancy rights as per the occupancy
agreement. These fees are collected by RHC and are held for the purpose of funding the Healthcare Center operations. Escrow
transaction fees of $15,000 per resident, collected from huyers, are recognized on a straight-line basis over the actuarially
determined life expectancy of the resident, Exit fees collected from sellers, which are calculated as 4% of the greater of the carrying
book value of the occupancy rigits or the gross sales proceeds of the sale of such occupancy rights, are recognized at close of
£5Crow,

Interest income Includes earnings on cash and cash equivalents, board-designated cash and investments, unexpended escrow
transaction fees, marketable securities and member advances and is recorded when earned.

Tax status of RHC and RSI - RHC qualifies as a cooperative under Section 216 of the Internal Revenue Code, as amended. To
qualify as a cooperative, certain limitations must be met as to the nature of RHC's revenue, For the years ended December 31, 2015
and 2014, management believes that this requirement has been met because more than 80% of the revenue earned was from
resident sources.

Page 8



RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

RHC and RSI are subject to federal and state incorme taxes and provide for income taxes under the asset and liability methed in
accordance with Financial Accounting Standards Board ("FASR) Accounting Standards Codification ("ASC") Topic 740, Income
Taxes.

Fair value measuremenis - FASB ASC Topic 820, Fair Value Measurements and Disclosures, prescribes fair value measurements
and disclosures for financial and nonfinancial assets and liabilities that are recognized or disclosed at fair value in the consolidated
financial statements, FASE ASC Topic 820 defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. FASB ASC Topic 820 also establishes a
framework for measuring fair value and expands disclosures about fair value measurements,

The carrying amounts reported in the consolidated balance sheets for cash and cash equivalents, interest receivable and other
prepaid expenses, unexpended escrow transaction and exit fees for Healthcare Center purposes, accrued Habilities, deferred
escrow transaction fees, member advances, and long-term debt approximate fair value, The fair values of investments are disclosed
in Note 3,

The Company’s policy is to recognize transfers in and transfers out of Level 1 and Level 2 as of the end of the reporting period.

Use of estimates ~ The preparation of financial statements in conformity with accounting principles generally accepted in the
United States requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities as of the date of the consclidated financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates. Accounting estimates include contractual and uncollectible
accounts receivable, liability for deferred escrow transaction fees, calculation of future service benefit obligation, and useful
lives of fixed assets,

Concentration of risk ~ Financial instruments potentially subjecting the Company to concentrations of credit risk consist Iﬁrimarily of
bank demand deposits in excess of Federal Deposit Insurance Corporation (“FDIC™) and Securities Investor Protection Corporation
(“SIPC™) lirnits and accounts receivable,

The Company also grants credit without collateral to its patients, most of whom are individuals insured under third-party payor
agreements, The Company manages its collection risk by regularly reviewing its accounts and contracts and by providing appropriate
allowances.

2015 2014
Medicare 40% 31%
Private pay 49% 53%
Third-party insurance 10% 12%
Other payors 1% 4%
100% 100%

Professional liability insurance ~ The Company insures for professional Hability claims under a claims-made policy. Under the
potlicy, insurance premiums cover only those claims actually reported during the policy term, up to $1,000,000 of coverage for each
eccurrence and $3,000,000 in aggregate. Should the claims-made policy not be renewed, or replaced with equivalent insurance,
claims related to occurrences during their terms but reported subsequent to their termination may be uninsured, Management is
not aware of any pending claims that exceed the coverage limitatiens provided by their policy. Management is of the opinion that
the impact, if any, is Inimaterial, and any settlement would not have a material adverse effect on the Company's consolidated
financial position or results of eperations. Management's estimate of the Company's liability for expected losses from reported and
unreported incidents is based on the Company’s historical claim experience within stop-loss coverage limits. The accrual for this
liability is included in accrued liabilities on the consclidated balance sheets,

Advertising costs - The Company expenses advertising costs as incurred. Advertising cost totaled $285,137 and $217,143 for the
years ended December 31, 2015 and 2014, respectively.

Net operating loss - The statements of operations include net operating loss. Other income and expenses which are excluded from
net operating loss, consistent with industry practice, include interest income, escrow transactlon and exit fees, interest expense,
net unrealized (loss) gain on investments, and other income. '
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Recent accounting pronouncemeints -In August 2014, the FASB issued Accounting Standards Update (“ASU"} No 2014-15,
Presentation of Financial Statements - Going Concern (Subtopic 205-40). The amendment in this update provides guidance in
generally accepted accounting principles (“GAAP") about management’s responsibility to evaluate whether there is substantial
doubt about an entity’s ability to continue as a going concern and to provide related footnote disclosures. In doing so, the
amendments should reduce diversity in the timing and content of foctnote disclosures. In connection with preparing financial
statements for each annual and interim reperting period, an entity's management should evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the entity’s ability to continue as a going concern within one
year after the date that the financial statements are issued {or within one year after the date that the financial statements are
available to be issued when applicable). FASB ASU No. 2014-15 is effective for the Company in the fiscal year ending December 31,
2016. It is not anticipated that FASB ASH No. 2014-15 will have an impact on the Company's consolidated financial statements.

In April 2015, the FASB issued ASU No. 2015-03, Interest-Imputation of Interest (Subtopic 835-30). The amendment in this update
require that debt {ssuance costs related to a recognized debt liability be presented in the balance sheet as a direct deduction from
the carrying amount of that debt liability, consistent with debt discounts. The recognition and measurement guidance for debt
issuance costs are not affected by the amendments in this update, FASB ASU No, 2015-03 is effective for the Company in the fiscal
vear ending December 31, 2016, It is not anticipated that FASB ASU No. 2015-03 will have a material impact on the Company’s
consolidated financial statements,

NOTE 3 - INVESTMENTS

FASB ASC Topic 820 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priority to measurements involving significant unobservable inputs (Level 3 measurements). The
three levels of the fair value hierarchy are as follows:

Level 1~ Inputs are quoted prices {(unadjusted) in active markets for identical assets or liabilities that the Company has the
ability to access at the measurement date.

Level 2 - Inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or Hability,
either directly or indirectly.

Level 3 - Inputs are uncbservable inputs for the asset or liability.

The level in the fair value hierarchy within which a fair value measurement falls is based on the lowest level input that is significant
to the fair value measurement, in its entirety.

The fair values of the financial instruments as of December 31, 2015 and 2014, represent management's best estimates of the
amounts that would be received to sell those assets or that wauld be paid to transfer those liabilities in an orderly transaction
between market participants at that date. Those falr value measurements maximize the use of observable inputs, However, in
situations where there is little, if any, market activity for the asset or liability at the measurement date, the fair value measurement
reflects management’s own judgments about the assumptions that market participants would use in pricing the asset or liability.
Those judgments are developed by management based on the best information available in the circumstances.

The following methods and assumptions were used to estimate the fair value of each class of financial instruments:

Cash and cash equivalents - The carrying amounts at face value approximate fair value because of the short maturity of these
instruments,

Marketable investment securities - Marketable equity securities, debt securities, and mutual funds are measured using quoted
market prices at the reporting date multiplied by the quanftity held.

Investments by level at December 31, 2015 and 2014, are as follows:
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2015
Description Level 1 Level 2 Level 3 Total
Corporate bonds $ 2,857,690 $ - % - $ 2,857,690
U.S. government securities 252,608 - ‘ - 252,608
Equity
Domestic 8,894,884 - - 8,894,884
International 2,041,202 - - 2,041,202
Fixed Income Funds
Domestic 6,505,856 - - 6,205,856
International 1,549,022 - - 1,549,022
Cash and cash equivalents 8,529,224 - - 8,529,224
$ 30,630,486 $ “ $ - $ 30,630,486
2014
Pescription Level 1 Level 2 Level 3 Total
Corporate bonds $ 3,614,237 $ “ $ - $ 3,614,237
U.S. government securities - - -
Equity
Pomestic 8,480,204 - - 8,480,204
International 2,823,212 - - 2,823,212
Fixed Income Funds
Domestic 5,989,903 - - 5,989,903
International 1,537,714 - - 1,537,714
Cash and cash equivalents 7,434,194 - - 7,434,194
$ 29,879,464 $ - $ - $ 29,879,464
Investments, at fair value, at December 31, 2015 and 2014, include the following:
2015 2014
Investments % 6,582,407 $ 6,923,485
Member advances - investiments 10,576,996 10,613,556
Board designated cash and investments 5,534,801 5,442,620
Unexpended escrow transaction and exit fees for
Healthcare Center purposes 7,936,282 6,899,803
$ 20,630,486 $ 29,879,464
NOTE 4 - NOTES PAYABLE
Note payable to bank - At December 31, 2015 and 2014, note payable to the bank consist of the following:
2015 2014
Note payable to Comerica Bank maturing in 2026 with a fixed interest rate
of 6.9% through the maturity date. Monthly principal payable of $36,587.
Collateralized with all assets of the Company. 3 5,563,669 $ 5961,607
Less current portion 425,578 397,939
$ 5,138,001 $ 5,563,668
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Under the terms of the note payable to Comerica, the Company is required to maintain certain deposits with the lender. Such
deposits are included in cash and cash equivalents. Management believes that the Company was in compliance with the
requirement as of and for the years ended December 31, 2015 and 2014.

Future principal payments required under the loan agreement above are as follows:

Year Ending December 31,

2016 $ 425,578
2017 457,434
2018 490,481
2019 525,917
2020 563,190
Thereafter 3,101,069

$ 5,563,669

Long-term debt is carried at amortized cost. The fair value of Company's long-term debt is estimated to equal its carrying value
based on Level 2 inputs, such as the quoted market prices for the same or similar issues or on the current rates offered to the
Company for debt of the same remaining maturities,

Line of credit - On April 6, 2015, the Company obtairnied a $10,000,000 revolving line of credit due May 1, 2017, from Comerica
Bank. Monthly payments of accrued interest began on May 6, 2015, with a final payment of unpaid principal and interest due on
May 1, 2017. Accrued interest is calculated at a variable interest rate of no less than 3.15%. The line of credit is secured with all
assets of the Company. The Company has no outstanding borrowing as of December 31, 2015,

Note payable from RHC to RSI - During 2003, RHC borrowed $4,500,000 from RS in order to pay a loan in full. RHC has a note
payable to R5I for the outstanding principal amount. The note bears interest at 6.5% and RHC makes monthly principal and
interest payments to RSI for the term of the note, ending on February 1, 2033, At the option of RSI, the note is payable on 120 day
demand. The note payable and related interest, which had an outstanding balance of $2,379,185 and $2,469,355 as of
December 31, 2015 and 2014, has been eliminated upon consolidation of the financial statements.

NOTE 5 - MANAGEMENT SERVICES

In june 2012, the Company entered into a management agreement with Life Care Services, LLC (the "Manager”) for a term of five
years, The fee paid to the Manager is 4.65% of gross revenue, as defined in the management agreement. Management fee totaled
$1,314,100 and $1,224,074 for the years ended December 31, 2015 and 2014, respectively.

The Manager utilizes their centralized payroll, purchasing and distribution functions, and employee benefit plans,

NOTE 6 - CONTINUING CARE RESERVE REQUIREMENTS

RHC is subject to statutory reserve requirements. At December 31, 2015 and 2014, RHC's reserves, as caleulated in accordance
with Continuing Care Contract Statutes of the California Health and Safety Code, were in excess of such requirements.
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 7 - INCOME TAXES
The provision for tax expenses were $24,916 and $1,600 for the years ended December 31, 2015 and 2014, respectively.

Deferred taxes are recorded for differences in the timing of the recognition of revenues and expenses for financial reporting and
income tax purposes. A deferred tax asset is recognized for all deductible temporary differences and operating loss carry forwards.
A valuation allowance is recognized if it is more likely than not that some portion or all of the deferred tax asset will not be
recognized.

2015 2014
Deferred income tax assets (liabilities):
Net operating loss, capital loss, and contributions carryover $ 5,567,604 $ 6,030,606
Buyers fees 866,977 795,496
Depreciation 751,836 619,702
Bad debts : 14,058 14,058
Accrued liabilities and change in accounting method 242,765 233,397
Unrealized gains on securities {45,461) (299,882)
Total deferred income tax assets 7,397,779 7,393,377
Valuation allowance (7.397,779) {7,393,377)
Net deferred income taxes $ - $ -

The valuation allowance decreased by $4,402 during the year ended December 31, 2015, and decreased by $452,559 during the
year ended December 31, 2114,

Net operating loss carryforwards for federal tax purpoeses amount to approximately $14,886,309 and begin to expire in 2018.
Net operating loss carryforwards for California tax purposes amount to approximately $5,307,675 and begin to expire in 2029,

Management evaluated the Company's tax positions and concluded that the Company had taken no uncertain tax positions that
require adjustment to the consolidated financial statements.

NOTE 8 - COMMITMENTS AND CONTINGENCIES

In the ordinary course of business, the Company may he a party to claims and legal actions, While the outcome cannot be
determined at this time, management’s opinion is the liability, if any, from these actions will not have a material adverse effect on
the Company's consolidated financial position or results of operations.

NOTE 9 - HEALTH AND SAFETY CODE SECTION 1790(A)(3) DISCLOSURE

The following disclosure is made pursuant to Section 1790(a)(3) of the California Health and Safety Code: no reserves are being
accumulated for identified projects or contingencies.

NOTE 10 - SUBSEQUENT EVENTS

Subsequent events are events or transactions that cccur after the consolidated balance sheet date but before conselidated financial
statements are issued. The Company recognizes in the consolidated financial statements the effects of all subsequent events that
provide additional evidence about conditions that existed at the date of the consolidated balance sheet, Including the estimates
inherent in the process of preparing the consolidated financial statements. The Company's consolidated financial statements do not
recognize subsequent events that provide evidence about conditions that did not exist at the date of the consolidated balance sheet
but arose after the consolidated balance sheet date and before consolidated financial statements are available to be issued.
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
NOTES TO- CONSOLIDATED FINANCIAL STATEMENTS

On January 1, 2016, the Company amended and restated the existing commercial loan with Comerica Bank. The unpaid principal
balance outstanding of $5,529,861 as of January 1, 2016 will bear interest at the LIBOR-based Rate plus the applicable margin of
2.50% per annum. Accrued and unpaid interest will be payable monthly, in arrears, on the first business day of each month,
commencing on February 1, 2016, until the maturity date.

Subsequent events have been evaluated through April 28, 2016, which is the date the consolidated financial statements are
available to be issued.
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.
CONSOLIDATING BALANCE SHEET :

December 31, 2015
RHC RSI Eliminations Total
ASSETS
CURRENT ASSETS
Cash and cash eguivalents 3 5,766,852 $ 1,606,813 $ - $ 7,373,665
Investments 6,582,407 - - 6,582,407
Accounts receivable, net 56,487 946,857 - 1,003,344
Account receivable from RSI 894,083 - (894,083) -
Inventorles 53,801 29,992 - 83,793
Interest receivable and other 50,209 10,617 - 60,826
Prepaid expenses 397,521 219,141 - 616,662
Member advances - investments - 10,576,996 - 10,576,596
Total current assets 13,801,360 13,390,416 (894,083} 26,297,693
PROPERTY AND EQUIPMENT
Land rights and improvements 16,188,224 - - 16,188,224
Buildings and improvements 117,256,752 - - 117,256,752
Furniture and equipment 11,921,043 - - 11,921,043
Construction in process 1,114,579 - - 1,114,579
Praperty and equipment 146,480,598 - - 146,480,598
Less accumulated depreciation (81,644,012} - - {81,644,012)
Preperty and equipment, net 64,836,586 - - 64,836,586
NOTE RECEIVABLE FROM RHC - 2,379,185 (2,379,185) -
BOARD-DESIGNATED CASH AND INVESTMENTS 5,534,801 - - §,534,801
UNEXPENDED ESCROW TRANSACTION AND EXIT FEES
FOR HEALTHCARE CENTER PURPOSES 7.936,282 - - 7,936,282
Total assets $ 92,109,029 § 15,769,601 § {3,273,268) $ 104,605,362
LIABILITTIES AND MEMBERS' EQUITY
CURRENT LIABILITIES )
Current portion of note payable to bank $ 425,578 $ - § - $ 425,578
Note payable to RSI 2,379,185 - {2,379,185) -
Acerued liahilities 088,144 708,514 - 1,696,658
Accounts payable to RHC - 894,083 {894,083) -
Current portion of deferred escrow transaction fees 303,823 - - 303,823
Member advances - 14,047,052 - 14,047,052
Total current liabilities 4,096,730 15,649,649 (3,273,268) 16,473,111
NOTE PAYABLE TO BANK, net of current portion 5,138,091 - - 5,138,091
DEFERRED ESCROW TRANSACTION FEES,
net of current portion 1,823,938 - - 1,823,938
Total liabilities 11,058,759 15,649,649 (3,273,268) 23,435,140
MEMBERS' EQUITY 81,050,270 119,952 - 81,170,222
Total lizbiities and members® equity % 92,109,029 $ 15,769,601 3 {3,273,268) $ 104,605,362
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RANCHO SAN ANTONIO RETIREMENT HOUSING CORPORATION AND
RANCHO SAN ANTONIO RETIREMENT SERVICES, INC.

CONSOLIDATING STATEMENT OF OPERATIONS

Year Ended December 31, 2015

RHC RSI Eliminations Total
REVENUES
Resident service revenue 3 11,103,429 11,956,734 - 23,060,163
Ancillary revenue 291,850 2,132,239 - 2,424,089
Appreciation on resale of memberships 3,708,750 - - 3,708,750
Commission on sale of memberships 1,285,500 - - 1,285,500
Rental income from RSI 1,510,125 - (1,510,125) -
Total revenues 17,895,654 14,088,973 (1,510,125} 30,478,502
OPERATING EXPENSES
Salaries 5,805,105 6,033,348 - 11,838,453
Employee benefits and taxes 1,847,938 1,506,170 - 3,754,108
Insurance 377,574 (22,502) . 355,072
Legal and professional 129,424 42,454 - 171,878
Depreciation 4,249,017 - - 4,249,017
Management fees 666,239 647,861 - 1,314,100
Marketing 446,912 29,144 - 476,056
Property taxes 394,616 - - 394,616
Utilities 949,777 454,385 B 1,404,162
Cable and IT services 321,036 152,562 - 473,598
Maintenance and supplies 1,021,094 281,375 - 1,302,469
Food and supplies 1,578,530 873,868 - 2,452,398
Ancillary - 1,216,495 - 1,210,495
Other 85,950 1,330,267 - 1,416,217
Rental expense to RHC - 1,510,125 (1,510,125) -
Total operating expensss 17,873,212 14,449,552 (1,510,125) 30,812,639
NET OPERATING INCOME (LOSS) 26,442 (360,579) - (334,137)
OTHER INCOME (EXPENSE)
Interest income 363,499 158,071 (160,010) 361,560
Amortization of escrow transaction and exit fees 958,168 375,000 - 1,333,168
Interest expense {(562,078) - 160,010 (402,068}
Net unrealized loss on investments (426,340) {202,601) - (628,941)
Other income 692 1,266 - 1,958
Income {loss) before provision for income ta 360,383 (28,843) - 331,540
PROVISION FOR INCOME TAXES (750) (765) - (1,515)
NET INCOME (LOSS) 3 359,633 {29,608) - 330,025
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DATE {MM/DDIYYYY)

l (]
ACORD"  EVIDENCE OF COMMERCIAL PROPERTY INSURANCE | 0oy

THIS EVIDENCE OF COMMERCIAL PROPERTY INSURANCE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS
UPON THE ADDITIONAL INTEREST NAMED BELOW. THIS EVIDENCE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER
THE COVERAGE AFFORDED BY THE POLICIES BELOW. THIS EVIDENCE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN
THE ISSUING INSURER(S), AUTHORIZED REPRESENTATIVE OR PRODUCER, AND THE ADDITIONAL INTEREST.

PRODUGER NAME, COMPANY NAME AND ADDRESS | NAIGND: 19437

PHONE
CONTAGT PERSON AND ADDRESS | {A/C, No, Ext;: 312-704-0100

Lexington Insurance Co and Various Excess
Insurers

100 summer Street

Boston MA 02130

Arthur J. Gallagher Risk Management Services, Inc.
300 South Riversgide Plaza, Suite 1900
Chicago IL 60606

P Nok312-803-7443 | EAL s ‘ IF MULTIPLE GOMPANIES, COMPLETE SEPARATE FORM FOR EACH

CODE: SUB CODE: POLICY TYPE

AGENGCY D& Barthquake

NAMEP INSURED AND ADDRESS LLOAN NUMBER POLICY NUMBER

The Forum at Rancho San Antonio Various policies

23500 ('Erlsto Rey Drive EEFECTIVE DATE EXPIRATION DATE

Cupertine, CA 95014 CONTINUED UNTIL
06/230/2015 06/30/2016 TERMINATED [F CHECKED

ADDITIONAL NAMED INSURED(S) THiIS REPLAGES PRIOR EVIDENCE DATED:

PROPERTY INFORMATION {Use REMARKS on page 2, if more space is required) i BUILDING OR [J BUSINESS PERSONAL PROPERTY

LOGATION / DESCRIPTION
23500 Cristo Rey Drive, Cupertino CA 55014

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 EVIDENCE OF PROPERTY INSURANCE 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.

COVERAGE INFORMATION PERILS INSURED | l BASIC | | BROAD X | SPECIAL | ]
COMMERCIAL PROPERTY COVERAGE AMOUNT OF INSURANCE:  § 251,691,194 DED: 530,000
YES; NO |N/A
1 BUSINESS INCOME [[] RENTAL VALUE X IFYES, LIMIT: 1 | Actual Loss Sustained; # of months:
-1 RLANKET COVERAGE ¥ | FYES, indicate value(s) reported on property identified above: §
.RRORISM COVERAGE ¥ | Attach Disclosure Notice / DEC
1S THERE A TERRORISM-SPECIFIC EXCLUSION? b
IS DOMESTIC TERRORISM EXCLUDED? b4
LIMITED FUNGUS COVERAGE ¥ | IFYES, LiMIT: DED:
FUNGUS EXCLUSION {If "YES", specify crganization's form used) X
REPLACEMENT COST X
AGREED VALUE X
COINSURANCE X | FYES, %
EQUIPMENT BREAKDOWN (If Applicable) 5 | F YES, LIMIT: DED:
CRDINANCE OR LAW - Goverage for loss to undamaged portlon of bldg 3 | FYES, LIMIT: DED;
- Demolition Costs ¥ | IFYES, LIMIT: DED:
- Ince. Cost of Construction ¥ | FYES, LIMIT: DED:
EARTH MOVEMENT (If Applicable} X IfYES, LIMIT: 30,000,000 DED: 2% of IV
FLOOD (If Applicable) s | IFYES, LIMIT: DED:
WIND / HAIL INCL {71 YES []1 NO  Subject to Different Provisions: x | IFYES, LIMIT: DED:
NAMED STORM INCL {JYES [ | NO  Subject to Different Provisions: w | IFYES, LIMIT: DED:
PERMISSION TO WAIVE SUBROGATION IN FAVOR CF MORTGAGE
HOLDER FRIOR TQ LOSS X

CANCELLATION

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE THE EXPIRATION DATE THEREOF, NOTICE WILL BE
PELIVERED IN ACCORDANCE WITH THE POLICY PROVISIONS.

ADDITIONAL INTEREST

MORTGAGEE CONTRACT OF SALE LENDER SERVICING AGENT NAME AND ADDRESS

LENDERS LOSS PAYABLE

NAME AND ADDRESS .
Rancho San Antonio Housing Corporation

23500 Cristo Rey Drive

Cupertino CA 85014
AUTHORIZED REPRESENTATIVE

Page 1 of 2 © 2003-2014 ACORD CORPORATION. All rights reserved.
ACORD 28 (2014/01) The ACORD name and logo are registered marks of ACORD
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DATE {MMIDDIYYYY)

e IS
A‘COR, D EVIDENCE OF COMMERCIAL PROPERTY INSURANCE 10/13/2015

T

THIS EVIDENGE OF COMMERCIAL PROPERTY INSURANCE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS
UPON THE ADDITIONAL INTEREST NAMED BELOW. THIS EVIDENCE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER
THE COVERAGE AFFORDED BY THE POLICIES BELOW. THIS EVIDENCE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN
THE I1SSUING INSURER(S), AUTHORIZED REPRESENTATIVE OR PRODUCER, AND THE ADDITIONAL INTEREST.

CONTAGT FERSON AND ADDRESS | (AIGL o, Ext: 312 -704-0100 COMPANY NAME AND ADDRESS [NwoNo: 19437

Arthur J. Gallagher Risk Management Services, Inc. Lexingten Insurance Co and Various Excess

300 South Riverside Plaza, Suite 1900 Insurers
Chicago IL 60606 100 Summer Street

Boston MA 02110

A8 Moy 312-803-7443 \ . IF MULTIPLE COMPANIES, COMPLETE SEPARATE FORM FOR EACH
GODE: SUB CODE: POLICY TYPE
AGENGY
| CUSTOMER 1D #;
NAMED INSURED AND ADDRESS . 1LOAN NUMBER POLICY NUMBER
The Forum at Rancho San Antonio 012944520
23500 Cristo Rey Drive
Cupertinoc, CA 355014 EFFECTIVE DATE EXPIRATION DATE CONTINUED UNTIL
06/30/2015 06/30/2016 TERMINATED IF CHECKED
ADDITIONAL NAMED INSURED(S} THIS REFLAGES PRIOR EVIDENGE DATED:

PROPERTY INFORMATION {Use REMARKS on page 2, if more space is required} 1 BUILDING OR L1 BUSINESS PERSONAL PROPERTY

LOCATION / DESCRIPTION
23500 Cristo Rey Drive, Cupertino CA 55014

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 CR OTHER DOCUMENT WITH RESPECT TQ WHICH THIS EVIDENCE OF PROPERTY INSURANCE MAY
BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCGRIBED HEREIN IS SUBJECT TO ALL THE TERMS, EXCLUSIONS AND CONDITIONS
OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

COVERAGE INFORMATION PERILSINSURED | iBASIC | |BROAD [x |SPECiAL | |
.| COMMERCIAL PROPERTY COVERAGE AMOUNT OF INSURANGE:  $ 951 . 691, 194 DED: 830,000
YES|NO [N/A
X1 BUSINESS INCOME  [[] RENTAL VALUE X If YES, LIMIT: | | Actual Loss Sustained; # of months:
"t ANKET COVERAGE X If YES, indicate value(s) reported on property identified above: $ 251,691,194
RRORISM COVERAGE X Attach Disclcsure Notice / DEC
1S THERE A TERRORISM-SPECIFIC EXCLUSION? X
1S DCMESTIC TERRORISM EXCLUDED? X
LIMITED FUNGLIS COVERAGE X If YES, LIMIT: DED:
FUNGUS EXCLUSION (If "YES", specify organization's form used) b4
REPLACEMENT COST X
AGREED VALUE e
COINSURANCE X IfYES, %
EQUIPMENT BREAKDOWN (If Applicable)} b IEYES, LIMIT: 8150, 000,000 DED: g5, 000
ORDINANCE OR LAW - Coverage for loss to undamaged portion of bldg | 3¢ FYES, LIMIT: DED:
- Demolition Costs X EYES, LIMIT: DED:
- Incr. Caost of Construction b If YES, LIMIT: DED:
EARTH MOVEMENT (If Applicable) X JEYES, LIMIT: ¢185, 000,000 DED: 2% of TIV
FLOOD (If Applicable) X EYES, LMIT: 8155 0go. oo DED: 43¢, 000
WIND f HAIL INCL [ YeEs [INC  Subject to Different Provisions: X IFYES, LIMIT: DED:
NAMED STCRM INCL [[] YES [ NC  Subject to Different Provisions: ¥ | EYES, LIMIT: DED:
PERMISSION TO WAIVE SUBROGATION IN FAVOR OF MORTGAGE
HOLDER PRIOR TO LOSS

CANCELLATION

SHOULD ANY OF THE ABQVE DESCRIBED POLICIES BE CANCELLED BEFORE THE EXPIRATION DATE THEREOF, NOTICE WILL BE
DELIVERED IN ACCORDANCE WITH THE POLICY PROVISIONS.

ADDITIONAL INTEREST

MORTGAGEE CONTRAGT OF SALE LENDER SERVICING AGENT NAME AND ADDRESS

LENDERS LOSS PAYABLE

NAME AND ADDRESS
Rancho San Antonic Housing Corporation

23500 Cristo Rey Drive

Cupertino CA 395014
AUTHORIZED REPRESENTATIVE
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FACILITY NAME:

Continuing Care Retirement Community

Disclosure Statement
General Information

Forum at Rancho San Antonio

Date Prepared: 4/24/2016

Rancho San Antonio- Retirement Housing Corp.{RHC) & Retirement Services, Inc.(RSI), dba The

- ADDRESS:

23500 Cristo Rey Dr.

ZIP
CODE:

95014

PHONE: 650-944-
0100

PROVIDER NAME: RSA, RHC & RSl FACILITY OPERATOR: Managed by Life Care Services
RELATED FACILITIES: RELIGIOUS AFFILIATION: None
YEAR OPENED: 1991 NO. OF ACRES: 54 MULTI-STORY QA MULTI-STORY QAOTHER:
MILES TO SHOPPING CTR: 1.5 MILESHOSPITAL: <5
NUMBER OF UNITS: RESIDENTIAL LIVING HEALTH CARE
APARTMENTS - STUDIO ASSISTED LIVING 58 units

APARTMENTS — 1 BDRM
APARTMENTS — 2 BDRM
COTTAGES/HOUSES

RLU QCCUPANCY (%) AT YEAR END

135

124

60

94%

SKILLED NURSING 48 licensed beds

SPECIAL CARE

DESCRIBE SPECIAL CARE:

TYPE OF OWNERSHIP:

FORM OF CONTRACT:

NOT FOR PROFIT

CONTINUING CARE
0O ASSIGNMENT OF ASSETS

4 FOR PROFIT

U LIFE CARE

XIEQUITY [XIMEMBERSHIP

ACCREDITED: QY WUN BY:

U ENTRY FEE FEE FOR SERVICE
O RENTAL

REFUND PROVISIONS (Check all that apply): 090% O75% 050% OPRORATED TO 0% [XIOTHER: Equity RCFE

RANGE OF ENTRANCE FEES: $___ n/a

TO $

LONG-TERM CARE INSURANCE REQUIRED? QQY [XIN

HEALTH CARE BENEFITS INCLUDED IN CONTRACT:

ENTRY REQUIREMENTS: MIN. AGE: 80

90 temporary care days, and discounted membership fee

PRIOR PROFESSION:

OTHER: Application

RESIDENT REPRESENTATIVE TO THE BOARD: Per bylaws of RHC — Board directors are elected by the resident
Adembership (Board members elected are residents within the community nominated by the Nominating Committee): Per

bylaws of RSI —

RHC is the sole member and appoints 7 RS board directors of which b are required to be residents.

FACILITY SERVICES AND AMENITIES

Common Area Amenities AVAILABLE FEE FOR SERVICE SERVICES AVAILABLE  INCLUDED INFEE FOR EXTRA CHARGE
BEAUTY/BARBER SHOP HOUSEKEEPING TIMES/MONTH _ 4 X
BILLIARD ROCM [} NUMBER OF MEALS/DAY 1 X
BOWLING GREEN (Bocce Ball) [} SPECIAL DIETS AVAILABLE X +X
CARD ROOMS a
CHAPEL a a 24-HOUR EMERGENCY RESPONSE Q
COFFEE SHOP a a ACTIVITIES PROGRAM
CRAFT ROOMS a ALL UTILITIES EXCEPT PHONE a
EXERCISE ROOM (M | APARTMENT MAINTENANCE Qa
GOLF COURSE ACCESS Q ad CABLETV |
LIBRARY [ LINENS FURNISHED a a
PUTTING GREEN a LINENS LAUNDERED a
SHUFFLEBOARD a MEDICATION MANAGEMENT
SPA (Jacuzzi) d NURSING/WELLNESS CLINIC
SWIMMING POOL-INDOOR N | (| PERSONAL NURSING/HOME CARE
SWIMMING POOL-OQUTDCOR a TRANSPORTATION-PERSONAL Ll
TENNIS COURT a a TRANSPORTATION-PREARRANGED
WORKSHOP (Hobby Shop) d OTHER High Speed Internet a

. ™THER ad a a a

A providers are required by Health and Safety Code section 1789.1 to provide this report to prospective residents before executing a deposit
agresment or contining care contract, or recsiving 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 fo seek

advice from professional advisors.
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PROVIDER NAME: _ Rancho San Antonio- RHC & RSI, dba The Forum at Rancho San Anfonio

CCRCs LOCATION (City, State) PHONE (with area code)
23500 Cristo Rey Dr. 650-944-01C0

“orum at Rancho San Antonio, RHC Cupertino, CA 95014
23600 Via Esplendor 650-944-0200

Forum at Rancho San Antonic, RSI Cupertino, CA 95014

Not a Life care

MULTI-LEVEL RETIREMENT COMMUNITIES

23500 Cristo Rey Dr. 650-944-0100
Forum at Rancho San Anfonio, RHC Cupertino, CA 95014

23600 Via Esplendor 650-944-0200
‘orum at Rancho San Antonio, RSI Cupertino, CA 95014

FREE-STANDING SKILLED NURSING

SUBSIDIZED SENIOR HOUSING

* PLEASE INDICATE IF THE FACILITY IS LIFE CARE.
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PROVIDER NAME: Rancho San Antonio- RHC & RSI, dba The Forum at Rancho San Antonio

2012 2013 2014 2015
INCOME FROM ONGOING OPERATIONS
OPERATING INCOME
‘excluding amortization of entrance fee income) $21,730,043 $27122279 §$28,266,738 $ 30,478,502
LESS OPERATING EXPENSES
(excluding depreciation, amortization, & interest) -$25,299,275 -$25,799,404 -$25731,617 -$26,565,137
NET INCOME FROM OPERATIONS -$35668332 $1322875 $2.535121 $3.913.365
LESS INTEREST EXPENSE -% 492852 -% 461,589 -$ 431,017 -$ 402,068
PLUS CONTRIBUTIONS
PLUS NON-OPERATING INCOME (EXPENSES) $7195900 §$1423,112 $1951618 $1,067,745
(excluding extraordinary items) :
NET INCOME (LOSS) BEFORE ENTRANCE FEES, $3134716 $2282798 $4054122 §$4579042

DEPRECIATION AND AMORTIZATION

NET CASH FLOW FROM ENTRANCE FEES
(Total Deposits Less Refunds)

DESCRIPTION OF SECURED DEBT AS OF MOST RECENT FISCAL YEAR END

LENDER OUTSTANDING INTEREST DATE OF DATE OF AMORTIZATION
BALANCE RATE ORIGINATION MATURITY PERIOD

N/A

FINANCIAL RATIOS {see next page for ratio formulas)

2012 CCAC Medians 2013 2014 2015
50'" pPercentile
(optional)
DEBT TO ASSET RATIO 065 .052 .049
OPERATING RATIO .82 87 .86
DEBT SERVICE COVERAGE RATIO 4.8 9.02 9.35
DAYS CASH-ON-HAND RATIO 344.20 371.64 371.23

HISTORICAL MONTHLY SERVICE FEES
AVERAGE FEE AND PERCENT CHANGE

2012 % 2013 % 2014 % 2015

STUDIO _
ONE BEDROOM 1699 5.2 1787 5.7 | 1899 5.9 | 2000
TWO BEDROOM 2737 5.2 | 2880 5.7 | 3043 5.9 | 3223
COTTAGE/HOUSE 2832 5.2 | 2879 5.7 | 3148 5.9 | 3334
ASSISTED LIVING 3355 4.3 | 3498 6.1 | 3711 5.7 | 3924
SKILLED NURSING 4423 6.6 | 4715 5.8 | 4988 11.0 | 5536
SPECIAL CARE
COMMENTS FROM PROVIDER: HC Fee $585 4.3% $610 25% %625 1.6% $635

Rates for 3 of 10 specific unit styles are listed above, See atfached fee schedules for

each rate. :
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PROVIDER NAME: ___ Rancho San Antonio- RHC & RSI, dba The Forum at Rancho San Anionio

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
Annua! Debt Service

DAYS CASH GN 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.
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FORM 7-1

#%:"~  REPORT ON CCRC MONTHLY SERVICE FEES

RESIDENTIAL ASSISTED SKILLED
LIVING LIVING NURSING
[1] Monthly Service Fees at 2000-3148 plus 3924 plus 5536 plus
beginning of reporting period: 635 HC Fee 635 HC Fee 635 HC Fee
(indicate range, if applicable)
|2] Indicate percentage of increase  5.9% and 1.6% 4.7% and 11.0% and
in fees imposed during reporting HC Fee 1.6% HC 1.6% HC
period: Fee Fee

(indicate range, if applicable)

[3] Indicate the date the fee increase was implemented: Jan 1, 2015

L1 Check here if monthly service fees at this community were not increased during the

reporting period. (If you checked this box, please skip down to the bottom of this
form and specify the names of the provider and community.)

(If more than 1 increase was implemented, indicate the dates for each increase.)

[4] Check cach of the appropriate boxes:

M

7}

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

[5] On an attached page, provide a concise explanation for the increase in monthly service fees
including the amount of the increase.

PROVIDER:___ Rancho San Antonio, RHC & RSI
COMMUNITY: Rancho San Antonio, RHC & RSI

RORMPS!



KEY INDICATORS REPORT &m&‘ NG

Date Prepared: 4/28/16 Chief Financial Officer Signatife
Please attach an explanatory memo that

summarizes significant trends or variances in Forecast Preferred
the key operational indicators. 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 et
OPERATIONAL STATISTICS

1. Average Annual Occupancy by Site (%) 91.31% 91.20% 93.80% 93.01% 92.90% 93.00% 93.00% 93.00% 93.00% 93.00% N/A
MARGIN (PROFITABILITY) INDICATORS

2. Net Operating Margin (%) -17.29% -16.41% 4.88% 8.97% 12.84% 13.26% 13.68% 14.10% 14.51% 14.92% 9

3. Net Operating Margin - Adjusted (%) . “17.29% -16.41% 4.88% 8.97% 12.84% 13.26% 13.88% 14.10% 14.51% 14.92% N
LIQUIDITY INDICATORS

4. Unrestricted Cash and Investments ($000) $22.315 $23,636 $24,766  $26,640 527,427 | $27,006 | $27,458 $28,005 $28,526  $30,055 N

5. Days Cash on Hand (Unrestricted) 340 342 350 378 377 358 353 347 342 348 ¥
O>m.~ﬂ>ﬁ STRUCTURE INDICATORS

6. Deferred Revenue from Entrance Fees ($000) $0 $6 $0 $0 $0 $0 $0 $0 $0 $0 N/A

7. Net Annual E/F proceeds ($000) $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 N/A

8. Unrestricted Net Assets ($000) $83,426 $82,456  $80,041 $80,840 $81,170 [ $81,089 | $81,008 $80,927 $80,846  $80,765 N/A

9. Annual Capital Asset Expenditure ($000) $2,565 $2,265 $3,237 $1,761 $2,033 $2,440 $2,415 $2,391 $2,3687 $2,343 N/A

10. Annual Debt Service Coverage ~3.50 -1.22 -2.16 -0.12 0.40 0.70 1.02 1.36 1.72 2.10 h

Revenue Basis (x)

11. Annual Debt Service Coverage (x) -3.50 -1.22 -2.16 4.82 9.02 10.78 10.99 11.13 11.27 19.04 9

12. Annual Debt Service/Revenue (%) 41.24%  32.90%  2537%  21.28% 17.98% 16.34% 15.51% 14.72% 13.97% 13.25% 7

13. Average Annual Effective Interest Rate (%) 7.75% 7.35% 7.28% 7.23% 7.12% 7.12% 7.12% 7.12% 7.12% 7.12% N7

14. Unrestricted Cash & Investments/ 332.90% 373.01% 41542% 478.82% 533.80% | 551.59% { 561.64% 571.98% 58263% 613.86% )

Long-Term Debt (%) :
15. Average A~ ~f Facility (years) 16.49 17.04 17.99 . "].89 19.89 20.9 21.89 22.89 23.89 2457 . h

——




Addendum to Annual Report

2015 Checklist

Disclosure required by Health & Safety Code Section 1790(a)(2) and (3)
regarding fixed assets and reserves

Fees
Budgeted Cash Reserves

Budget



Civil Code §5570. Reserve Funding Disclosure Form

The Forum at Rancho San Antonio - IL & HCC
ASSESSMENT and RESERVE FUNDING DISCLOSURE SUMMARY
Reserve Study — Fiscal Year Ending 2014
For Budget Year Beginning 2015

(1) The current regular assessment per ownership interest is $ 551.37 per. month.
Note: If assessments vary by the size or type of ownership interest, the assessment
applicable to this ownership interest may be found on page N/A of the attached summary.

(2} Additional regular or special assessments that have already been scheduled to be imposed
or charged, regardless of the purpose, if they have been approved by the board and/or
members;

Date assessment will be due Amount per ownership interest per year: Purpose of
assessment
N/A

TOTAL N/A

NOTE: [f assessments vary by the size or type of ownership interest, the assessment
applicable to the ownership interest may be found on page N/A of the attached report.

(3) Based upon the most recent reserve study and other information available to the board of
directors, will currently projected reserve account balances be sufficient at the end of each year
to meet the association's obligation for repair and/or replacement of major components during
the next 30 years: YES

(4) If the answer to (3) is no, what additional assessments or other contributions to reserves
would be necessary to ensure that sufficient reserve funds will be available each year during the
next 30 years that have not yet been approved by the board or the members.

(5) All major components are included in the reserve study and are included in its calculations.

(6) Based on the method of calculation in paragraph (4) of subdivision (b) of Section 5570, the
estimated amount required in the reserve fund at the end of the current fiscal year is
$14,052,156 based in whole or in part on the last reserve study or update prepared by
zumBrunnen, Inc. as of July, 2013. The projected reserve fund cash balance at the end of the
current fiscal year is $4,461,040, resulting in reserves being 25.4% funded in December 2015.

If an alternate, but generally accepted, method of calculation is also used, the required reserve
amount is $N/A .

Page10f3 October 10, 2014




Civil Code §5570. Reserve Funding Disclosure Form

(7) Based on the method of calculation in paragraph (4) of subdivision (b) of Section
5570 of the Civil Code, the estimated amount required in the reserve fund at the end of
each of the next five budget years is $See Below.

Year 2015 2016 2017 2018 2019
Estimated Amount Reqg'd In
Fund 14102,156 | 15,975527 | 16,840,315 | 18,817,421 | 20,624,739
Projected Reserve Balance
(Approved) ‘ 3573355 | 4190675 | 4207157 4,976,385 | 6,044,366
Percent Funded 25.4% 26.2% 25.0% 26.4% 29.3%

Note: The financial representations set forth in this summary are based on the best
estimates of the preparer at that time. The estimates are subject to change. At the time
this summary was prepared, the assumed long-term before-tax interest rate earned on
reserve funds was 4% percent per year, and the assumed long-term inflation rate to be
applied to major component repair and replacement costs was 2.5% percent per year.
(b) For the purposes of preparing a summary pursuant to this section:

(1) “Estimated remaining useful life” means the time reasonably calculated to remain
before a major component will require replacement.

(2) “Major component” has the meaning used in Section 55530. Components with an
estimated remaining useful life of more than 30 years may be included in a study as a
capital asset or disregarded from the reserve calculation, so long as the decision is
revealed in the reserve study report and reported in the Assessment and Reserve
Funding Disclosure Summary. Civil Code §5570. Reserve Funding Disclosure Form

(3) The form set out in subdivision (a) shall accompany each annual budget report or
summary thereof that is delivered pursuant to Section 5300. The form may be
supplemented or modified to clarify the information delivered, so long as the minimum
information set out in subdivision (&) is provided.

(4) For the purpose of the report and summary, the amount of reserves needed to be
accumulated for a component at a given time shall be computed as the current cost of
replacement or repair multiplied by the number of years the component has been in

service divided by the useful life of the component. This shall not be construed to

require the board fo fund reserves in accordance with this calculation.

Page 2 0f 3
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| 2015 Assisted Living Rates For
The Forum at Rancho San Antonio (Non-Members)

MODEL SQFT |DAILY RATE AVG MONTHLY RATE
A.1 |Studio 358 | $§ 259.00| perday $7.878
A.2 |Studio (with Patio) 358 | $ 272.00} perday $8,273
A.3 |Studio 388 | $ 272.00| perday $8,273
A .4 |Studio 391 | $ 272.00| perday $8,273
B.1 |Single Studio / Double 435 | § 287.00| perday $8,730

Studio (without Kitchen)
B.2 |Single Studio/ Double 435 | $§ 287.00 | perday $8,730
Studio (with Kitchen)
€.1 |One Bed Room 520 | $ 385.00 | perday $11,710
C.2 |One Bed Room (with Patio) | 520 | $ 3985.00 | perday $12,015
C.3 |One Bed Room Deluxe 780 | $ 458.00 | perday $13,931
Additional Charges to add to Room Charge |
Dementia Fee Level 1 50.00 per day $1,520.83 -
Dementia Fee Level 2 67.00 per day $2,037.92
:gfu‘ifsgg Person Fee (vares 91.00 per day $2,767.92
Community Service Fee Equal to One Months Rental Fee

*Second Person Fee is shown above based on A.1 model unit. Other unif prices vary based on 35% of Daily Rate

HC rev Posted rates 2015_Revisedprint non-mambers AL

Print Date: 1/5/2015
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~ 2015 Skilled Nursing Rates For
‘The Forum at Rancho San Antonio (Non-Members)

DAILY RATE
Semi private Room $380.00
Private Room $515.00

HC rev Posted rates 2015_Revisedprint non-members snf Print Date: 1/5/2015
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