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INDEPENtlENTAUbJTbRS'REPQRT 

To the Metnber of 
5°HOptoCarlsbad,LLc 
We have.a.wditedthe accomp,mying ffoanclaJ.statements pf S-HOpCoCarlsbad,lLC(the <'Compsi-ri/').; 
which comprise. the balance sheets asof December31, 2016 and 1015, anihhe related statenieritsof · 
operatioM; ·changes in member's.eqvlly anq ,;ash flowsfor the yearsthe.n ended, and the reiated notes 
to.theJinancia_lstetements, · 

.rvli:ifJ!1[J}me11t;sResponsibilitvJortbefinandqt$tcitefTle/its 

Managem¢nt is responsil)/e for the preparation i;lndthe feirpr~sentatfonofthese financialstatement,; in 
atcordancewith accMnti;igprrndples 1,enerally accepted in the United statesofAmerica;thi~ includes 
t!Je.design,1mplementation,and mairitenance oflntern?J ,;ontrof relevant Jo th.epreparation>andfair 
presentationoffinaricial staternents that are free from.materialmisstatenierit,.wheiheriueto.fralid ot 

:f!rrqt: 

.Aud/tor(kesppnsibilhy 

Ollr responsibility fatrietpress an DpinionQn these financial stateil)?nts based an. o.uraudits. We 
c9ndl)1;ii,doura~dit,;in accbrdanc~witµ .auditingsfandarg.sfJ,80!>faUyacceptetjJn the United Staies df 
America•.Thosesiandards:requ!re ~hat we plan anq p.erformth~ auditto obtain reasonabk assurance 
a.bo\ltwhethe;r tl]eftpantial sti)terrients;iridtee. of material inlsstatement. 

.An·.~v,:jifinvolyes .obtl\1.n an,:J<Jlsclo~ures.·itiperformingrro¢edutest<> apdJtevi,:!ehqe:abq4t.the,attjo~lits .. 
the /:inandal.statements .. Thetptotedures seiected depend on the.auditors'Judgmeht, 1ncludiffgthe 
..assessiri~nt 9ftheJihandal}t~t¢ments,wtieth!)r tofraudo(oftne riskigfmaterlal rnls~1ate111\ii1f du~ 
:error.. In ,ualdng thO.se,ssessments; the a.iidltorconsiders Internal. controlrelevant to 1:h:eentity':; 
pi-eparatiohand.fair presentation of the fihalJ~ialstatement; ir\ordeftq:deslgbaVdifprocedljres\hatafo 
approprioteiri thiicirturnstimcesi but not for the plifposeof expressingan o:plnion on the effectivilness 
or t(je eqtit\f'S[nt~rnajco.ntro[, Aqf.orrjipgly;vie. 11xpreis An .~u<:i!L,[s~ riO~~ctiopJt\ijot\: ln,;lqde,;eva[uatifig 
the approprfatenes.s of accountingpoliciesused· and the ieaso.nablehess of Sil;(nificant accourititig 
estiri)ates made · by mar~gement,ilS Well as evaiuatihg th.e over~IIpresentatil'inof the rinanc;i~I 
.statenients. 

Webelieve that the ,fuditev.ldente we have.obtainedis sufficient andappropriateto provide a basis for o,,raurJitqpinfon.,, · · 

Opinion 

lri our opinioh, the financialstat$nients niferredto above .present·fuiriy,in all materiai respects, the 
finanda(pasitlon of ~.,H Op<:o Carlsbpd; .LLC i;sofDecemhei-31,,idi~ anq 2015, and tl\e/esul\s ofits 
oper@onsand.its cash flows for the years then e.iJdecl.lnai;tordan,e aGcoµntingprinciplesgenerallyWith 
liccept~d.in}hs1,Uni(E\d.~tate~ .ofAmeriqa. 

Brentw.oo,d,TE\nDessee: 
Matcli 24, 2017 



S-H OpCo Carlsbad, LLC  
Balance Sheets  

December 31, 2016 and 2015  
(in thousands} 

Assets 

Current assets: 
Accounts receivable, net 
Other current assets 

Total current assets 

Restricted cash 
Property and equipment, net 
Other  assets 

Total assets 

Liabilities and Member's Equity 
Current liabilities: 

Accounts payable 
Accrued expenses 
Deferred revenue 

Total current liabilities 

Deferred lease costs 
Other long term liabilities 

Total liabilities 

Member's equity 
Total liabilities and member's equity 

Z016 2015  

$ 979 $ 805  
119 134  

1,098 939  

3,624 3,541  
1,448 1,134  

262 190  
$ 6,432 $ 5,804  

$  105 $ 225  
529 434  
226 203  
860 862  

810 797  
268 172  

1,938 1,831  

4,494 3,973  
$ 6,432 $ 5,804  

See accompanying notes to financial statements. 
2  



S-H OpCo Carlsbad, LLC  
Statements of Operations  

For the years ended December 31, 2016 and 2015  
(in thousands/ 

2016 2015  
Revenue: 

Resident services $ 11,868 $ 10,350 

Expenses:  
Community operating expense 7,856 7,274  
General and administrative expense 1,278 1,271  
Facility lease expense 2,487 2,488  
Depreciation 234 108  
Real estate tax 222 222  
Management fees to related party 590 509  

Total expenses 12,667 11,872  

Net loss $ (799) $ (1,522) 

See accompanying notes to financial statements. 
3  



S-H OpCo carlsbad, LLC  
Statements of Changes in Member's Equity  

For the years ended December 31, 2016 and 2015  
(in thousands) 

Balance as of December 31, 2014 

Member contributions, net 

Net loss 

$ 3,560 

1,935 

(1,522) 

Balance as of December 31, 2015 

Member contributions, net 

Net loss 

3,973 

1,320 

(799) 

Balance as of December 31, 2016 $ 4,494 

See accompanying notes to financial statements. 
4 



S-H OpCo Carlsbad, LLC 
Statements of Cash Flows 

For the years ended December 31, 2016 and 2015 
(in thousands) 

Cash flows from operating activities: 
Cash received from residents 
Cash paid to suppliers and employees 
Cash paid for facility lease 
Cash reimbursement from lessor for lessee incentive 

Net cash used by operating activities 

$ 

2016 

11,715 
(9,930) 
(2,474) 

(689) 

$ 

2015 

10,620 
(9,558) 
(2,364) 

609 
(693) 

Cash flows from investing activities: 
Purchases of property and equipment 
Increase in restricted cash 

Net cash used by investing activities 

(548) 
(83) 

{631) 

(1,242) 

(1,242) 

Cash flows from financing activities - member contributions 1,320 1,935 

Net change in cash 

Cash at beginning of year 
Cash at end of year $ $ 

Reconciliation of net loss to net cash used by operating activities: 
Net loss $ (799) $ (1,522) 

Adjustments to reconcile net loss to net cash used by operating 
activities: 

Depredation 
Straight-line lease expense 
Provision for doubtful accounts 

234 
13 
68 

108 
124 
165 

(Increase) decrease in: 
Accounts receivable 
Other current assets 
Other assets 

(242) 
15 

(73) 

115 
(71) 

{138) 
Increase (decrease) in: 

Accounts payable and accrued expenses 
Deferred revenue 
Deferred lease costs 
Other long term liabilities 

Net cash used by operating activities $ 

(25) 
23 

97 
(689) $ 

(194) 
(10) 
609 
121 

(693) 

See accompanying notes to flnancial statements. 
5 



5-H OpCo Carlsbad, LLC 
Notes to Financial Statements 
December 31, 2016 and 2015 

(dollars in thousands except as where otherwise stated) 

{1} Organization 

S-H OpCo Carlsbad, LLC (the "Company") is an operator of a senior living community (the 
"Community") in Carlsbad, California. The Company is committed to providing senior living solutions 
through a property that is designed, purpose-built and operated to provide the highest quality 
service, care and living accommodations for residents. The Community offers a variety of living 
arrangements and services to accommodate all levels of physical ability and health. The Community 
has 24 memory care units, 90 assisted living units, and 45 skilled nursing beds on one campus. 

(2) Summary of Significant Accounting Policies 

Basis ofPresentation 

The accompanying financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America ("GAAP"). The significant accounting 
policies have been summarized below. 

The State of California (the "State"), under Health and Safety Code Chapter 10, requires the Company 
to provide financial statements, which include cash flows presented using the direct method. In 
accordance with this requirement, the Company has presented cash flows and related reconciliations 
of net loss to cash flows used by operating activities using the direct method for the years ended 
December 31, 2016 and 2015. 

Use ofEstimates and Assumptions 

The preparation of the financial statements in accordance with GAAP requires management to make 
estimates and assumptions that affect amounts reported and disclosures of contingent assets and 
liabilities in the financial statements and accompanying notes. Although these estimates are based 
on management's best knowledge of current events and actions that the Company may undertake 
in the future, actual results may be different from the estimates. 

Revenue Recognition 

(1) Resident Fees 

Resident fee revenue is recorded when services are rendered and consists of fees for basic housing, 
support services and fees associated with additional services such as personalized health and assisted 
living care. Residency agreements are generally for a term of 30 days to one year, with resident fees 
billed monthly in advance. Revenue for certain skilled nursing services and ancillary charges is 
recognized asservices are provided and is billed monthly in arrears. 

(2) Community Fees 

Community fees are upfront fees paid by a resident in order to move into the Community. The fees 
are non-refundable and are recorded initially as deferred revenue. The deferred revenue amounts 

6 



S-H OpCo Carlsbad, LLC 
Notes to Financial Statements  
December 31, 2016 and 2015  

(dollars in thousands except as where otherwise stated) 

are amortized as resident fee revenue using the straight-line method over the estimated length of a 
resident's stay, which approximates 3 years. The deferred revenue related to community fees 
amounted to $82 and $48 as of December 31, 2016 and 2015, respectively, and is included in other 
long term liabilities on the accompanying balance sheets. 

Restricted Cash 

Restricted cash consists principally of deposits required by the California Department of Social 
Services ("CDSS"), 

Cash Management 

The company does not maintain operating cash accounts as all operating cash activities are 
transacted by the Member and settled to the Company through net member contributions on the 
Statements of Changes in Member's Equity. 

Accounts Receivable 

The Company reports accounts receivable net of an allowance for doubtful accounts, to represent its 
estimate of the amount that ultimately will be realized in cash. The allowance for doubtful accounts 
was $64 and $74 as of December 31, 2016 and 2015, respectively. The adequacy of the Company's 
allowance for doubtful accounts is reviewed on an ongoing basis, using historical payment trends, 
write-off experience, and analyses of receivable portfolios by payor source, receivables aging, and 
specific accounts. Adjustments are made to the allowance estimate as necessary. Late or interest 
charges on delinquent accounts are not recorded until collected. 

Billings for services under third-party payor programs are recorded net of estimated retroactive 
adjustments, if any, under reimbursement programs. Retroactive adjustments are accrued on an 
estimated basis in the period the related services are rendered and adjusted in future periods or as 
final settlements are determined. Contractual or cost related adjustments from Medicare or 
Medicaid are accrued when assessed (without regard to when the assessment is paid or withheld). 
Subsequent positive or negative adjustments to these accrued amounts are recorded in net revenues 
when known. At December 31, 2016 and 2015, approximately 64% and 54%, respectively, of the 
Company's accounts receivable was covered by various third-party payor programs, including 
Medicare and Medicaid. Approximately 47% and 45% of the Company's resident services revenue for 
the years ended December 31, 2016 and 2015, respectively,.was attributable to various third-party 
payor programs, including Medicare and Medicaid programs. 

Property and Equipment 

Property and equipment are recorded at cost. Renovations and improvements, which improve 
and/or extend the useful life of the asset, are capitalized and depreciated over their estimated useful 
life or the remaining lease term. Maintenance and repair expenditures that do not improve or 
extend the life of assets are expensed as incurred. Depreciation is computed using the straight-line 
method using the following estimated useful lives: 

7 



S-H OpCo Carlsbad, LLC  
Notes to Financial Statements  
December 31, 2016 and 2015  

(dollars in thousands except as where otherwise stated) 

Leasehold improvements Shorter of the lease term or asset 
useful life 

Furniture and equipment 3-7 years 

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate 
that the carrying amount of an asset may not be recoverable. Recoverability of long-lived assets held 
for use are assessed by a comparison of the carrying amount of the asset to the estimated future 
undiscounted net cash flows expected to be generated by the asset. If estimated future undiscounted 
net cash flows are less than the carrying amount of the asset then the fair value of the asset is 
estimated. The impairment expense is determined by comparing the estimated fair value of the 
asset to its carrying value, with any amount in excess of fair value recognized as an expense in the 
current period. Undiscounted cash flow projections and estimates of fair value amounts are based 
on a number of assumptions such as revenue and expense growth rates, estimated holding periods 
and estimated capitalization rates. 

Deferred Move-in Costs 

Direct resident lease origination costs are initially deferred and amortized as community operating 
expenses over the estimated length of the resident's stay, which approximates 3 years. The deferred 
direct lease origination costs included in other assets amounted to $263 and $190 as of December 
31, 2015 and 2015, respectively. 

Deferred Lease Costs 

Rent expense is recorded on a straight-line basis over the term of the lease. One or more option 
periods may be included in the lease term if the Company would incur a significant economic penalty 
by not renewing the lease. Lease escalations during the term of the lease create a deferred lease 
liability which represents the excess of rent expense to date over the actual rent paid to date. The 
Company's lease allows for reimbursements for normal tenant improvements paid by the Company 
up to a specified threshold. These reimbursements are accounted for as lease incentives as defined 
by Accounting Standards Codification 840, Leases,and are initially recorded as deferred liabilities 
upon receipt. The incentives are recorded on a straight-line basis as a reduction to lease expense 
over the term of the lease. The net amount of straight-line lease expense recognized as a result of 
the amortization of these liabilities totaled $13 and $124 for the years ended December 31, 2016 and 
2015, respectively, and is included in facility lease expense on the accompanying statements of 
operations. As of December 31, 2016 and 2015, the Company had a deferred lease liability of $810 
and $797, respectively. 

Income Taxes 

The Company is treated as a limited liability company for tax purposes. Generally, no provision for 
federal and state income taxes has been recorded as payment for income taxes is the responsibility 
of the individual member. 

8 
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S-H OpCo Carlsbad, LLC  
Notes to Financial Statements  
December 31, 2016 and 2015  

(dollars in thousands except as where otherwise stated) 

Community Operating Expenses 

Community operating expenses are incurred to maintain the operating activities of the communities 
and include salary and benefits for community employees, repairs and maintenance expenses, food, 
marketing and advertising, and insurance. 

General and Administrative Expenses 

General and administrative expenses are incurred to manage the community's operations and 
generally include salary and benefits for employees and other general expenses such as 
communications and telephone and professional fees. 

Subsequent Events 

The Company has evaluated events subsequent to December 31, 2016 through the date the financial 
statements were available to be issued, March 24, 2017, and determined that no events have 
occurred which would require additional disclosure. 

Reclassifications 

Certain reclassifications have been made to the 2015 financial statements in order for them to 
confirm to the 2016 presentation. These reclassifications had no effect on net loss or member's 
equity as previously reported. 

(3) Property and Equipment 

Net property and equipment as of December 31, 2016 and 2015 consisted of the following: 

2016 2015 
Leasehold improvements $ 636 $ 324 
Furniture and equipment 1,044 630 
Construction in progress 110 288 

1,790 1,242 
Accumulated depreciation (342) (108) 
Property and equipment, net  1,134 

For the years ended December 31, 2016 and 2015, the Company evaluated property and equipment 
for impairment and no charge was recorded, 
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5-H OpCo Carlsbad, LLC 
Notes to Financial Statements 
December 31, 2016 and 2015 

(dollars in thousands except as where otherwise stated} 

{4) Accrued Expenses 

Accrued expenses as of December 31, 2016 and 2015 consist of the following components: 

2016 2015 
Accrued salaries and wages $ 194 $ 107 
Accrued vacation 184 162 
Accrued insurance reserves 45 32 
Other accrued expenses 106 133 

$ 529 $ 434 

{5) Related-Party Transactions 

Monag_ement Aqreement 

On August 29, 2014, the Company entered into a long-term management agreement with BKD 
Twenty-one Management Company, Inc: ("BKD"), a related party. Subject to the terms of the 
agreement, BKD will receive a management fee equal to 5% of gross revenues plus incentives fees as 
defined in the agreement. Furthermore, out-of-pocket costs and expenses incurred on behalf of the 
Company by BKD are subject to reimbursement to BKD. The management contract extends through 
2029, and has three five-year renewal options. The amount incurred for management fees was $590 
and $509 for the years ended December 31, 2016 and 2015, respectively. 

Communitv Lease 

On August 29, 2014, the Company entered into a lease agreement (the "Lease") for the use of the 
Community from S-H Forty-Nine PropCo-California Pack, LP (the "Lessor"), a related party. The term 
of the Lease is 15 years and is subject to three extension terms of five years each. The Lease contains 
a $609 capital refurbishment project allowance for the Community. Under the terms of the Lease, 
approved capital refurbishment projects will be reimbursed by the Lessor up to the allowance 
amount. The monthly minimum rent will be increased from time to time for funding provided to the 
Company by the Lessor for any portion of the capital funding allowances. The lease requires the 
payment of base rent which escalates annually through August 2019. Beginning September l, 2019, 
the base rents will be reset to the fair market value rental and will escalate under the terms of the 
lease through August 2024. Beginning September 1, 2024, the base rents will be reset to the fair 
market value rental and will escalate underthe terms of the lease through the remainder of the term 
ending in August 2029. Under the terms of the Lease, the fair market value rental is subject to 
agreement of the Company and the Lessor or will be determined by an appraiser if the parties do not 
reach an agreement. Additlonally, the Lessor may issue notice to the Company requiring it to 
establish and maintain a repairs and maintenance reserve. No such notice has been issued through 
the date the financial statements were available to be issued. The Company incurred rent expense 
of $2,487 and $2,488 for the years ended December 31, 2016 and 2015, respectively. 
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S-H OpCo Carlsbad, LLC  
Notes to Financial Statements  
December 31, 2016 and 2015  

{dollars in thousands except os where otherwise stoted} 

A summary of the lease expense and impact of straight-line 
December 31, 2016 and 2015 are as follows: 

adjustment for the years ended 

2016 2015 
Cash basis payment 
Straight-line change for deferred lease 
Straight-line change for lessor 
reimbursements 

$ 2,474 
55 

(42) 

$ 2,364 
153 

(29) 
Facility lease expense $ ===~2,-48:a7= 

The aggregate amounts of future lease payments, estimated for fair market value reassessment, 
under the agreement as of December 31, 2016, are as follows: 

2017 $ 2,519 
2018 2,605 
2019 2,683 
2020 2,764 
2021 2,847 
Thereafter 24,548 

Total (through August 2029) $ 37,966==~= 

As described above, the future lease payments under the Lease are subject to an adjustment to the 
fair market value rental beginning in September 2019 and September 2024. The future lease 
payments presented in the table above include an estimate of additional rent payments subsequent 
to the rent adjustment in 2019. 

(6) Credit Risk 

The Company generally maintains cash on deposit at banks in excess of federally insured amounts. 
The Company has not experienced any losses in such accounts and management believes the 
Company is not exposed to any significant credit risk related to cash. 

(7) Commitments and Contingencies 

Minimum liquid Reserve 

The CDSS, under Health and Safety code section 1789, requires the Company to maintain minimum 
debt service and operating reserves for continuing care service providers based on certain financial 
calculations. The Company holds a reserve balance of $3,624 and $3,541 as of December 31, 2016 
and 2015, respectively. Additional funding is expected to be required In 2017. 

Litigation 

The Company is subject to legal proceedings and claims that arise in the ordinary course of business. 
However, management believes the amount of potential liability with respect to these actions will 
not materially affect the financial position or results of operations of the Company. 
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S-H OpCo Carlsbad, LLC 
Notes to Financial Statements 
December 31, 2016 and 2015 

(dollars in thousands except as where otherwise stated} 

Insurance 

The delivery of personal and health care services entails an inherent risk of liability. Participants in 
the senior living and health care services industry have become subject to an increasing number of 
lawsuits alleging negligence or related legal theories, many of which involve large claims and result 
in the incurrence of significant exposure and defense costs. Through Brookdale Senior Living Inc. 
("Brookdale"), a related party, the Company currently maintains general and professional medical 
malpractice insurance policies under a master insurance program. In response to these conditions, 
Brookdale and the Company have increased the staff and resources involved in the quality assurance, 
compliance, and risk management. 

Through Brookdale, the Company currently maintains single incident and aggregate liability 
protection in the amount of $75,000 for professional liability and $1,000 for single incident and 
$3,000 in aggregate for general liability and professlonal liability, with self-insured retentions of $100 
for single incident and $600 in annual aggregate. Through Brookdale, the Company participates in a 
self-insured workers' compensation program, with excess of loss coverage provided by third party 
carriers. The Company's coverage for workers' compensation and related programs included a 
shared loss worker compensation program through Brookdale. Brookdale maintains workers 
compensation coverage through a large deductible policy with a current deductible of $1,000. 
Through the shared worker compensation program claims costs are allocated between all 
participants based on community type. Each participant is assigned a loss factor that is applied to 
budgeted payroll to accrue claims expense under the program to each participant. Through 
Brookdale, the Company participates in a self-insurance program for employee medical coverage. 
Loss reserves for employee medical coverage are recorded as liabilities by Brookdale with no 
allocation made to the Company. The resulting loss expenses incurred by Brookdale are allocated to 
the Company during the year. 

Estimated claims reserves related to this self-insurance program are accrued for the ultimate cost of 
unpaid reported and unreported claims incurred. The reserves are adjusted regularly based on 
experience. The Company performs a continuing review of its claims and claim adjustment expense 
reserves, including its reserving techniques, through the engagement of an external actuarial firm. 
Since the reserves are based on estimates, the ultimate liability may be more or less than such 
reserves. The effects of changes in such estimated reserves are included in the results of operations 
in the period in which the estimates are changed. Such changes in estimates could occur in a future 
period and may be material to the Company's results of operations and financial position in such 
period. Accrued insurance reserves were $231 ($45 in accrued expenses and $186 in other long term 
liabilities) and $156 ($32 in accrued expenses and $124 in other long term liabilities) as of December 
31, 2016 and 2015, respectively. 

Health Care Regulations 

The health care industry is subject to numerous laws and regulations of Federal, state, and local 
governments. These laws and regulations include, but are not necessarily limited to, matters such as 
llcensure, accreditation, government health care program participation requirements, 
reimbursement for patient services, and Medicare and Medicaid, or other state program, fraud and 
abuse. Recently, government activity has Increased with respect to investigations and allegations 
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5-H OpCo Carlsbad, LLC 
Notes to Financial Statements 
December 31, 2016 and 2015 

{dollars in thousands except as where otherwise stated) 

concerning possible violations of fraud and abuse statutes and regulations by health care providers. 
Violations of these laws and regulations could result in expulsion from government health care 
programs together with the imposition of significant fines and penalties, as well as significant 
repayments for patient services previously billed. Management believes that the Company is in 
compliance with fraud and abuse statutes as well as other applicable government laws and 
regulations. Compliance with such laws and regulations can be subject to future government review 
and interpretation as well as regulatory actions unknown or unasserted at this time. 

The centers for Medicare and Medicaid Services ("CMS") have implemented a Recovery Audit 
Contractors ("RAC") program. The purpose of the program is to reduce improper Medicare payments 
through the detection and recovery of overpayments. CMS has engaged subcontractors to perform 
these audits and they are being compensated on a contingency basis based on the amount of 
overpayments that are recovered. Management expects the Company to be subject to future audits. 
While management believes that all Medicare billings are proper and support is maintained, certain 
aspects of Medicare billing, coding and support are subject to interpretation and may be viewed 
differently by the RAC auditors. As the amount of any recovery is unknown, management has not 
recorded any reserves related to the RAC at this time. 

Healthcare Reform 

The health care industry in the United States is subject to fundamental changes due to ongoing health 
care reform efforts and related political, economic and regulatory influences. Notably, the Patient 
Protection and Affordable Care Act and the Health Care and Education Reconciliation Act of 2010 
(collectively, the "Affordable Care Act") resulted in expanded health care coverage to millions of 
previously uninsured people beginning in 2014 and has resulted in significant changes to the U.S. 
health care system. To help fund this expansion, the Affordable Care Act outlines certain reductions 
in Medicare reimbursements for various health care providers, including skilled nursing facilities, as 
well as certain other changes to Medicare payment methodologies. This comprehensive health care 
legislation has resulted and will continue to result in extensive rulemaking by regulatory authorities, 
and also may be altered, amended, repealed, or replaced. It is difficult to predict the full impact of 
the Affordable Care Act due to the complexity of the law and implementing regulations, as well the 
Company's inability to foresee how CMS and other participants in the health care industry will 
respond to the choices available to them under the law. The Company also cannot accurately predict 
whether any new or pending legislative proposals will be adopted or, if adopted, what effect, if any, 
these proposals would have on the Company's business. Similarly, while the Company can anticipate 
that some of the rulemaking that will be promulgated by regulatory authorities will affect the 
Company's business and the manner in which the Company is reimbursed by the federal health care 
programs, the Company cannot accurately predict today the impact of those regulations on the 
Company's business. The provisions of the legislation and other regulations implementing the 
provisions of the Affordable Care Act or any amended or replacement legislation may increase costs, 
decrease revenues, expose the Company to expanded liability or require the Company to revise the 
ways in which it conducts business. 
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S-H OpCo Carlsbad, LLC 
Notes to Financial Statements 
December 31, 2016 and 2015 

{dollars in thousands except as where otherwise stated) 

In addition to its impact on the delivery and payment for health care, the Affordable Care Act and 
the implementing regulations have resulted and may continue to result in increases to the Company's 
costs to provide health care benefits to its employees. The Company also may be required to make 
additional employee-related changes to its business as a result of provisions in the Affordable Care 
Act or any amended or replacement legislation impacting the provision of health insurance by 
employers, which could result in additional expense and adversely affect the Company's results of 
operations and cash flows. 
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BLC Glenwood-Gardens AL-LH, LLC 
S-H OpCo Camarillo, LLC 
S-H OpCo Carlsbad, LLC 
S-H OpCo Carmel Valley, LLC 
S-H OpCo Rancho Mirage, LLC 
S-H OpCo San Juan Capistrano, LLC 
Emeritus Corporation d/b/a Brookdale 

Northridge, Brookdale Fountaingrove, 
Brookdale Yorba Linda and Brookdale 
San Dimas . 

2016 Client Service Communication 



The Members and Board of Directors  
BLC Glenwood-Gardens AL-LH, LLC; S-H OpCo Camarillo, LLC; S-H OpCo Carlsbad, LLC; S-H OpCo Carmel Valley, LLC;  
S-H OpCo Rancho Mirage, LLC; S-H OpCo San Juan Capistrano, LLC; and Emeritus Corporation d/b/a Brookdale  
North ridge, Brookdale Fountaingrove, Brookdale Yorba Linda and Brookdale San Dimas (collectively the "Companies")  

Dear Members and Board of Directors:  

We have audited the continuing care reports Forms 5-1 through 5-5 ("the Reports"), prepared pursuant to the  
requirements of the report preparation provisions of California Health and Safety Code Section 1792, of the  
Companies for the year ended December 31, 2016, and have issued our report thereon dated April 26, 2017.  
Professional standards require that we provide you certain information related to the planned scope and timing of our  
audits. We have communicated such information in our engagement letter dated September 15, 2016. Professional  
standards also require that we communicate to you certain other matters related to our audits.  

This information is intended solely for the use of the Members and Board of Directors, management and others within  
the aforementioned companies and is not intended to be, and should not be used by anyone other than these  
specified parties.  

We appreciate the confidence you place in LBMC as your business advisor. We strive to help you stay compliant,  
manage risk, and improve performance in every way as you grow your business.  

Brentwood, Tennessee 
April 26, 2017 

2CONFIDENTIAL [ LBMC, PC 



Qualitative assessments ......................................................................................... 4  

Corrected and uncorrected misstatements ........................................................5  

Interaction with management, independence, and other matters ................. 6  

Internal control related matters ...........................................................................7  

Client service is a priority .......................................................................................8  

3CONFIDENTIALI LBMC, PC 



Qualitative Aspects of 
Accounting Practices · 
Estimates 

Accounting estimates are an integral part of the Reports prepared by management and are 
based on management's knowledge and experience about past and current events and 
assumptions about future events. Certain accounting estimates are particularly sensitive due 
to: {i)their significance to the Reports; and (Ii) possiblllty that future events affecting them 
may differ significantly from those expected. The most sensitive estimates affecting the 
Reports relate to: 

•  Ca/cu/at/an of revenue applicable to residents without a continuing care contract 
•  Depreciable lives of property and equipment  

Amortization period of resident leasehold intangibles  

We have reviewed and evaluated all areas where management's estimates significantly 
impact the Reports and have concluded that they are reasonable in the context of the 
Reports taken as a whole. 
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Professional standards require us to accumulate all misstatements identified during the audit, other than those that 
are trivial, and communicate them to the appropriate level of management. No misstatements were detected as a 
result of our audit procedures. 
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Disagreements with  For purposes of this report, professional standards define "disagreements with management" as 
Management  a financial accounting, reporting, or auditing matter, whether or not resolved to our 

satisfaction, that could be significant to the reports or the auditors' reports. We are pleased to 
report that no such disagreements arose during the course of our audits. 

otlierlndepende
Accouni:ants

Management 
Representations 

We have requested certain representations from management that are included in the 
management representation letter dated April 26, 2017. · 
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In planning and performing our audit of the Reports, we considered the Companies' internal control over accounting 
and financial reporting ("internal control") as a basis for designing audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the Reports, but not for the purpose of expressing an 
opinion on the effectiveness of the Companies' Internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Companies' internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies in Internal 
control, such that there is a reasonable possibility that a material misstatement of the Companies' Reports will not be 
prevented, or detected and corrected, on a timely basis. 

Our consideration of internal control was for the limited purpose described in the first paragraph and was not 
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies 
and, therefore, material weaknesses or significant deficiencies may exist that were not identified. Given these 
limitations, during our audit, we did not Identify any deficiencies in internal control that we consider to be material 
weaknesses. However, material weaknesses may exist that have not been identified. 
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For additional information or if you have questions please contact the Audit Service Team Leader. 

Andrew S. Bissonnette 
615-309-2209 Direct 
615-294-5502 Mobile 
abissonnette@lbmc.com 
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INDEPENDENTAUDITORS' REPORT 

The Member  
S·H OpCo Carlsbad, LLC:  

We have audited the accompanying continuing care reseive report Forms 5-1 through 5-5 (the  
"Reports") of S-H OpCo Carlsbad, LLC (the "Company"), as of December 31, 2016, The Reports have  
been prepared by management using the report preparation provisions of California Health and Safety  
Code Section 1792.  

Management's Responsibility 

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

Auditors' Responsibility 

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

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

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



Opinion 

In our opinion, the Reports present fairly, in all material respects, the liquid reserve requirements of the 
Company as of December 31, 2016, in conformity with the report preparation provisions of California 
Health and Safety Code Section 1792. 

Basis of Accounting 

The accompanying Reports were prepared in accordance with the report preparation provisions 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. The Reports are not intended to be a 
complete presentation of the Company's assets, liabilities, revenues and expenses. Our opinion is not 
modified with respect to this matter. 

Restriction on Use 

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

Brentwood, Tennessee 
April 26, 2017 



FORM 5-1 
LONG-TERM DEBT INCURRED I;, A PRIOR FISCAL YEAR 

(Induding Balloon Debt) 

Long-Term Debt 
Obligation 

(a) 
Date 

lncmred 

(b) 
Principal Paid 

During Fiscal Year 

(c) 
InterestPaid 

During Fiscal Year 

(d) 
Credit Enhancement 

Premjums Paid ln Fiscal Year 

(el 
Total Paid 

(columns (b)+ (c)+ (d)) 

1 
2 
3 
4 

5 
6 
7 
8 

$0.00 S0.00 $0.00 

(Transfer this amount to 
Form5-3, Line J) 

NOTE~ For column (b), do not include voluntary payments made to pay do,vnprincipal. 

PROVIDER: LLr 



FOR.t'\'.15-2 
LONG-TEIL\1 DEBT INCURRED DURING FISCAL YEAR 

(Including Balloon Debt) 
(a) (bl (cl (d) (el 

Date Total Interest Paid During Amount of Most Recent Number of Payments Reserve Requirement(see instruction 5) 
Fiscal Year 

Long-Tenn 
Incurred Payment on the Debt ova-next 12 months (columns (c) x (d))Debt Obligation 

1 
2  

3  
4  

5 
6 
7 
8 . 

TOT  
AL:  S0.00 $0.00$0.00 $0.00 

(TrC/J'/s.fiErJhL~amount to 
Form 5-3, Line 2) 

NOTE: For column (b), do not include voluntary payments made to pay down principal. 

PROVIDER: S-H O Co Carlsbad LLC 



FORMS-3 
CALCULATION OF LONG-TERM DEBT RESERVE AMOUNT 

Line J'OTAL 

1 Total from Form 5-1 bottom of Column (e) 

2 Total from Form 5-2 bottom of Column (e) 

3 Facility leasehold or rental payment paid by provider during fiscal year. 
(including related payments such as lease insurance) 

4 TOTAL AMOUNT REQUIRED FOR LONC~TERM DEBT RESERVE: 

PROVIDER: S-H OpCo Carlsba_d, LLC 

$ 

$ 

$ 2,487,000 

$ 2,487,000 



FOR,'15-4 
CALCULATION OF NET OPERATING EXPENSES 

Line Amounts TOTAL 

1 Total operating expenses from financial statements $ 12,667,000 

2 Deductions 
a Interest paid on long-te11n debt (see instructions) 
b Credit enhancement premiums paid for long-term debt (see instructions) 
c Depreciation 
d Amortization 

$ 

$ 
$ 
$ -

2,487,000 

234,000 

3 
4 
5 
6 

e 

f 

Revenues received during the fiscal year for services to persons who did not have a 
continuing care contract 
Extraordinary expenses approved by the Department 

Total Deductions 
Net Operating Expenses 
Divide Line 4 by 365 and enter the result. 
Multiply Line 5 by 75 and enter the result. This is the provider's operating expense reserve amount. 

$ 

$ 

$ 

$ 
$ 

$ 

2,721,000 
9,946,000 

27,249 
2,044,000 

PROVIDER: S-H OpCo Carlsbad, LLC 
COMMUNITY: Brookdale Carlsbad 
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5-H OpCo Carlsbad, LLC 
Additional Disclosure to Form 5-5 
December 31, 2016 
Disclosures per H&SC section 1790(a) 

The per capita costs of operation: 

Form 1-2 1. Total Operating Expense 
Form 1-1 7. Number at end of year 

$12,667,000 
145 

Total costs per resident $87,359 

ii  The construction in progress was funded through the communities own funds, no new financing was 
made in FY 2015 for construction. In addition, there were no contingency amounts nor any funds set 
aside for future projects. 

Form 5-5 Qualifying Assets as of December 31, 2016: 
• Restricted cash account held at The Private Bank. Balance @ 12/31/16 $3,624,000.46- see attached 



REPORT 
FORM7-1 

ON CCRC MONTHLY S.ERVlCF: fJ<:f,S 

.RESIDENTIAL 
I,IVING 

ASSISTED 
LlYlllil 

SIOLLED 
NURSING 

[1] Monthly Scrvice Fees at 
beginning ofnpmtingperiod: 
(indie3te range, if applicable) 

f2] Indicate percentage of lll.crea~e 
in fees impo~-ed dnring repotting period; 
(indka:tc range, if applirn.ble) 

D Check here if monthly scrv)~e frcs ui this comm1111itywcrl!lQt incr(:us,;d during th!! 
reportlllg pcriod. (Tfyou checked th(~ ho:ii, plc.i..~c ~kip down to the hllttom of this 
form and spa:ii)' the Il::l.meS ottbe provider and communi1y.) 

f3] Indicate the date thc fee incren.'«.'"wa:si111pfomcntc<l:.__.1L!11ii. 
(If mornthan 1 inorc:1.sewns lmplemcuk-d, indicate U1edates for each increase.) 

[41 Check each of the npproprfale boxes: 

X Each fee increase i$ bMcd on :he provider's projected cu~ls, prior year per capil'I costs, 
Md economic indlc:itors, 

X All aff~icd residents were given written notice of this fee inerC'.!Se at least 30 days 

pciar to its implemrntu1ioll. 

X At kast 30 I.lays prior to the increase in monthly service fees, the designate, 
representative of the provider c,:mvcne<l a llltt:iing that all residents were invited to attend. 

X At the mce-tiug wiU1n,sidcots, the Jmwidcr di.~cu~~ed and explained !he rea~ons for the 

incrc~se, ihe basis for determining the amount nfthi:: increase, and the data used forcakulatlng 
X The provider provided residents with al least 14 days advance notice of each meeting 

held lo discus.~the.!~ intrcuscs. 
X The govcrulng body of !he provider, or the desi_gru!.le<l representative otthe provider 

posted the oo!iee of. 11ml tht agenda for, lhe meeting in a conspicuous place in the 
coIIlllluuity at leust 14 days prior lo the meetffig. 

[SJ On an attm:hcd page, 11rovide a caociRe c.q1iarmtioufor the incn:ase i11monthly ~wrice fres 
including ihe amount offbe Ulcrc:a.Se. 

PROVIDER: S-H OpCn (;_arh,ba~L~C~---------------------~ 
COMMUN.ITY: Bro kd le Carlsbad 

the Ult.tease. 

NIA 

NIA 

$.3,639 

-6.8¼ 

SB,60! 



,:i 

Form 7-1 Note 

[5] Monthly service fees increased overall due to rate changes from annual increases from both billing 
and market rate adjustments of 1.8% - 3.5%. There was a decrease in AL specifically due to resident 
rates on new move in's being lower than the average of the prior year service rates due to resident's 
ability to pay. Additional factors affecting average for the year include new or burning off incentives, 
resident turnover, and market evaluations. 



S-H OPCO Carlsbad, LLC 
Statement of Cash Flows - lndirect Method 
For the years ended December 31, 2016 and 2015 
(In Thousands) 

2016 2015 
Cash flows from operating activities; 

Net loss $ (799) (1,522) 
Adjustments to reconcile net income (loss) to cash 
provided by (used in) operations: 
Depreciation and amortization 234 108 
Straight-line lease expense 13 124 
Provision for doubtful acconnts 64 165 
Accounts receivable (238) 115 
Other current assets 15 (71) 
Other assets (73) (138) 
Accounts payable and accrued expenses (25) (194) 
Deferred revenue 23 (10) 
C'hange in deferred lease liability 609 
Other long tem1 liabilities 96 121 

Net cash used in operating activities (689) (693) 
Cash flows from investing activity; 

PPE (548) (1,242) 
Increase in restricted cash (83) (0) 

Net cash used in investing activities (631) (1,242) 

Cash flows from financing activity: 
Member contributions 1,320 1,935 

Net cash provided by financing activities 1,320 1,935 

Nct decrease in cash and cash equivalents 0 0 

Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period $ 0 0 



S-H OPCO Carlsbad, UC  
Ci'!sh Flows-Direct Method (ln thou~and~\  
For the }'em"& ended December 31, 2016 !:llld :WJS  
(hi Thousands)  

Cash received from residents 
cash pah:l Lo suppliers arid employees 
Ci!~hp;;!dfor fadllty lease 
Cash reimbursement from les'>Ilr for lessee incentive 

Net =h use{! by opel<ltlng activltie.s 

Cash flows from invest.in& activities  
Change k1 PP&E  
lm::rea5eh1 restricted r;;,sh  

Net ca!ih use<:1 by investing activ,ti,,,; 

C~sh fk>W$ from financing ;;ctivitles." member contributions 

Net change In cash 

Cash ~t beslrmfng of ye;,r  
C11.~h at end of year 

R.etoncillatlon of net lo% to he\ cash usM. by oiierntir,g actlvities: 

Adjul'tments to reconcile net los,i; to net cash used by operating acUvltles: 
Depreciation 
Straight.line lease expellSl? 
Provisi,m for doubtful accounts 

(lncrea~e) decrea5e in:  
Accounts receivable  
Othl'-f wrrent assets  
Other as.et.  

!ncrea~e (decrease) rn, 
Accounts payable and a,xrued e>:penses 
Defem,d re~nue 
Defened le.ise llabihty 
Other longterm !:abilitles 
Tenant security deposits 

Ne.ti:.ash used by operatlng actlvltles 

2016 2015 
11,fi73 10,62.[J 
(9,875) !9,SSB) 
(2,487) (2,364) 

)Of 609 
(689) (693) 

(!i48) (1,242) 
/83) 

{631) (1,242) 

1,320 ).,935 

{799} {1,522) 

234 ioS 
13 124 
64 165 

(238) il5 
15 (71) 

[/3) (138) 

(25) (194) 
23 (10) 

609 
97 121 

s {689) (693) 

http:invest.in
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ContinuingCare Retirement Community Dote Prepared: 4/27/17 

DisclosureStatement 
General Information 

FACILITYNAME:Brookdale Carlsbad 
ADDRESS:3140 El Camino Real, Carlsbad, CA ZIP CODE: PHONE:92008 760-720-9898 
PROVIDER FAClllTY S-H OpccC-o-,--Ca-r,-lsb-a-d,-L-,--L_C_NAME:S-H OpCo Cartsbad, LLC OPERATOR: __ 
RELATEDFACILITIES:Please see belowforotherCCRCs AFFILIATION:RELIGIOUS None 
YEAR # OF O SINGLEEJMULTI- -CM"'"1L==Esc:crn=-s:c:H,::,OP:-:cP:-:-:IN-::-G--c==r-::-R,-c-1 
OPENED:1999 4.83 STORYD OTHER:_______ TO HOSPITAL: __ACRES: STORY MILES _3 
**:1--"*******"io**""**:l:*****"'*******,t,****"******"'********>I'*•***"'**"'*"***** 
NUMBEROF UNITS: RESIDENTIAL HEALTHLIVING CARE 

ASSISTED 90 beds 
SKILLED -4-5 b~e~ds _ 

APARTMENTS-STUDIO:o LIVING: 
NURSING: __APARTMENTS1BDRM:o-

APARTMENTS2 BDRM: _o _- ___ SPECIAL 24 beds CARE: 
COTTAGES/HOUSES:___ _ > care_o DESCRIPTION:Dementia 

RlU OCCUPANCY(%) END:___ _ >AT YEAR _o 
**""'** ...*******"'"'*****,e,****"'******t'"'**~***********"'** ... *"'***'"""'********* 
TYPEOF OWNERSHIP: D NOT-FOR-PROFIT PROFIT ACCREDITED?: D NO BY: ________ _El FOR- D YES 

FORM 8 CONTINUING D LIFE 0 ENTRANCE D FEE SERVICEOF CONTRACT: CARE CARE HE FOR  
([hetk u/1 tho! opply) D ASSIGNMENT D EQUITY D RENTAL OF ASSETS D MEMBERSHIP 

REFUND (C!tetkol!thulopply) 075% 050% DFULLY OOTHER: _PROVISIONS: 090% AMORTIZED _______ 

RANGEOF ENTRANCE FEES: _____ ____ _ LONG-TERM INSURANCE 0 YES$_0 -$._0 CARE REQUIRED? liil NO 

HEALTHCAREBENEFITS IN CONTRACT: INCLUDED None 

ENTRY MIN. PRIOR NIA NIAREQUIREMENTS:AGE:~ PROFESSION: OTHER: 
RESIDENT TO, AND RESIDENT ON, THE BOARD10,i,l~d,mlb,prn,1d,,'rnmpll,ornond,.,1d,otfol,J:>REPRESENTATIVE(S) MEMBER($) 
> A resident representative meets with a representative of the governing body periodically to discuss budgeting and other resident matters.
* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * 

FACILITY AND AMENITIES SERVICES 
COMMONAREAAMENITIES HEFOR SERVICES INCLUDED EXTRAAVAILABLE SERVI([ AVAILABLE INFEE FOR CHARGE 

BEAUTY/BARBERSHOP D 0 HOUSEKEEPINGL TIMES/MONTH) 0 D 
BILLIARDROOM 0 D MEALSL-/DAY) 0 D 
BOWLINGGREEN D D SPECIALDIETSAVAILABLE 0 D 
CARDROOMS 0 D 
CHAPEL D D 24-HDUREMERGENCYRESPONSE 0 D 
COFFEESHOP D D ACTIVITIESPROGRAM 0 D 
CRAFTROOMS D D All UTILITIES EXCEPTPHONE 0 D 
EXERCISEROOM D D APARTMENTMAINTENANCE 0 D 
GOLFCOURSEACCESS D D CABLETV 0 D 
LIBRARY 0 D LINENSFURNISHED 0 D 
PUTTINGGREEN D D LINENSLAUNDERED 0 D 
SHUFFLEBOARD D D MEDICATIONMANAGEMENT 0 D 
SPA D D NURSING/WELLNESSCl1NIC 0 D 
SWIMMINGPOOL-INDOOR D D PERSONALHOMECARE D D 
SWIMMINGPOOL-OUTDOOR D D TRANSPORTATION-PERSONAL 0 D 
TENNISCOURT D D TRANSPORTATlON-PREARRANGED D D 
WORKSHOP D D OTHER D D 
OTHER D D 

All providers ore required ond Safety (ode section to provide residents executing agreementby Health 1789.1 this report to prospective before a deposit or 
continuing or receiving Many ore port of multi-facility which financial Consumersmre contract, anypayment. communities operations may influence reporting. 
ore oncouroged of the continuing community ond to seek advice advisors.to ask questions rare relirement thut they ore considering from professional 
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PROVIDERNAME:S-H OpCo Carlsbad, LLC 

OTHER CCRCs LOCATION{Ci!:¥,State) PHONE(with area code} 

Brookdale Carlsbad Carlsbad, CA (760) 720-9898 
Brookdale Carmel Valley San Diego, CA (858) 259-2222 
Brookdale Rancho Mirage Rancho Mirage, CA (760) 340-5999 
Brookdale San Juan Capistrano San Juan Capistrano, CA (949) 248-8855 
Brookdale Camarillo Camarillo, CA (805) 388-8086 
Brookdale Riverwalk Bakersfield, CA (661) 587-0182 
Brookdale Northridge Northridge, CA (818) 886-1616 
Brookdale San Dimas San Dimas, CA (909) 394-0304 
Brookdale Fountaingrove Santa Rosa, CA (707) 566-8600 
Brookdale Yorba Linda Yorba Linda, CA (714)-777-9666 
MULTl-LEVELRETIREMENTCOMMUNITIES LOCATION{City, State) PHONE(with area code) 

N/A 

FREE-STANDINGSKILLEDNURSING 

N/A 
LOCATION(Ci!:¥, State) PHONE(with area code} 

SUBSIDIZEDSENIORHOUSING 

NIA 
LOCATION(City, State) PHONE(with atea code) 

NOTE: PLEASE IF THE IS A LIFE CAREFACILITY.INDICATE FACILITY 
Page 2 of4 



------------------------------

PROVIDER S-H OpCo Carlsbad, LLC NAME: 

INCOMEFROMONGOINGOPERATIONS 
OPERATINGINCOME 
(Excludingomortizotionof ontronco fee income) NIA 

2013 2014 

4,024,791 

2015 

10,349,529 

LESSOPERATINGEXPENSES 
(Excludingdepreciation,omortizotion,ond interest) -----~ 4,311,907 11,763,652 

NET INCOME FROMOPERATIONS (287,116) (1,414,123) 

LESS INTEREST EXPENSE 

PLUSCONTRIBUTIONS 955,639 1,935,330 

PLUSNON-OPERATINGINCOME(EXPENSES) 
(excludingextraordinaryitems) 

NH INCOME (LOSS)BEFOREENTRANCE 
FEES,DEPRECIATIONAND AMORTIZATION 668,524 412,913 

NET CASH FLOWFROMENTRANCEFEES 
(Toto!Depositsless Refunds) 

2016 

11,868,000 

12,433,000 

(565,000) 

2,487,000 

1,320,000 

(1,732,000) 

DESCRIPTIONOF SECURED DEBT(us of most recent fiscalyeor end) 
OUTSTANDING INTEREST DATEOF DATEOF AMORTIZATION 

LENDER BALANCE RATE ORIGINATION MATURITY PERIOD 

FINANCIAL (see next poge for ratio formulas) RATIOS 
2015CCAC 

Mediansso'' 
Percentile 2014 2015 2016 

DEBTTO ASSET TIO (nplionu~RA .13 
OPERATING 1.07 1.14 1.06RATIO 
DEBTSERVICE RATIO ____ -~----- ----~~- _-.'--28'-------~-COVERAGE 
DAYS CASH ON HAND RATIO ____ _______ _______ -"-----~ 

HISTORICAL SERVICE (AverageFee ond Change Perccnloge)MONTHLY FEES 
2013 % 2014 % 2015 % 2016 

ONE  
TWO  

ASSISTED  
SKILLED  

SPECIAL  

STUDIO 
BEDROOM 
BEDROOM 

COTTAGE/HOUSE 
LIVING 

NURSmG 
CARE 

3,750 
3,633 
4,142 
. 
3,494 
5,037 
4,415 

1.4% 
30.1% 
43.1% 

11,7% 
67.7% 
7.9% 

3,801 
4,725 
5,929 

3,903 (6.8%) 3,639 
8,446 1.8% 8,601 
4,792 3.5% 4,961 

COMMENTSFROMPROVIDER:>  
> ________________________________________ _  
>-----------------------------------------Page 3 of 4 



PROVIDER S-H OpCo Carlsbad, LLC NAME: 

FINANCIAL FORMULASRATIO 

LONG-TERM TO TOTAL RATIODEBT ASSETS 

Long-TermDebt, less Current Po~::-=---i. 
Toto!Assets 

OPERATINGRATIO 

Toto!OperatingExpenses 
- DepreciationExpense 
- AmortizationExpense 

Total Operoting -Amortization RevenueRevenues of Deferred 

DEBTSERVICE RATIOCOVERAGE 

TotalExcessof Revenues over Expenses 
+ Interest, Depreciation, and Amortization Expenses 

AmortizationoHleferredRevenue+ Net Proceeds from Entrance Fees 
AnnualDebt Service 

DAYSCASHON HAND RATIO  

Unrestricted Cash& InvestmentsCurrent 
+ Unrestricted CashNon-Current & Investments 

(OperatingExpenses-Depreciation-Amorlizntion)/365 

NOTE:Theseformulas Cure Commission. !hotorganization annualore also used bythe Continuing Accreditation For emh formula, olso publishes 
medianfigures continuing communities.for certain care retirement 
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