State of California — Health and Human Services Agency California Department of Social Services

ANNUAL RI_EP_ORT CHECK_LI_S_T FISCAL YEAR ENDED: 12/31/2025

PROVIDER(S):
Eskatcn

CCRC(S):
The Reutlinger Community

PROVIDER CONTACT PERSON:

John Hennelly

TELEPHONE NUMBER: E-MAIL ADDRESS:

(916) 334-0810 John.Hennelly@eskaton.org

A complete annual report must consist of 3 copies of all of the following:
@ Annual Report Checkiist.

2 Annual Provider Fee in the amount of: $14,518
O If applicable, late fee in the amount of: $

@ Certification by the provider's Chief Executive Officer that:
@ The reports are correct to the best of his/her knowledge.

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

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

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

Z1 Provider’s audited financial statements, with an accompanying certified public accountant’s
opinion thereon.

@ Provider’s audited reserve reports (prepared on Department forms), with an accompanying
certified public accountant’s opinion thereon. (NOTE: Form 5-5 must be signed and have the
required disclosures attached (H&SC section 1790(a)(2) and (3)).

Z! “Continuing Care Retirement Community Disclosure Statement” for each community.
@ Form 7-1, “Report on CCRC Monthly Service Fees” for each community.
O Form 9-1, “Calculation of Refund Reserve Amount”, if applicable.

O Key Indicators Report (signed by CEO or CFO (or by the authorized person who signed the
provider’s annual report)). The KIR may be submitted along with the annual report, but is not
required until 30 days later.
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RESIDENT POPULATION AND ANNUAL
PROVIDER FEE




State of California — Heaith and Human Services Agency

FORM 1-1:RESIDENT POPULATION

Line

(1]
2]

(3]

[4]

[5]

[6]
[7]

8]

[9]

[10]

[11]

LIC 9263 (8/23)

Continuing Care Residents

Number at beginning of fiscal year

Number at end of fiscal year
Total Lines 1 and 2
Multiply Line 3 by “.50" and enter result on Line 5.

Mean number of continuing care residents
Please allow decimal points for Line [5]

All Residents

Number at beginning of fiscal year

Number at end of fiscal year

Total Lines 6 and 7

Multiply Line 8 by “.50" and enter result on Line 10.
Mean number of all residents

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

Please allow decimal points in Line [11]

California Department of Social Services

TOTAL

90

91

181

x.50

90.5

126

136

262

x.05

131.0

.69




ATTACHMENT TO FORM 1-1

The Reutlinger Community
Calculation of Nonresident Reimbursement

December 31, 2025

Assisted Skilled Total
Contract Residents @ 12/31/24 86 4 90
Contract Residents @ 12/31/25 90 1 91
Total 176 5 181
Mean 88.0 2.5 90.5
All Residents @ 12/31/24 86 40 126
All Residents @ 12/31/25 a0 46 136
Total 176 86 262
Mean 88.0 43.0 131.0
% Contract Residents to Total Residents 100.00% 5.81% 69.08%
% Non Contract residents to Total Residents 0.00% 94.19% 30.92%
2025 CASH RECEIPTS
Assisted Living (Contract Residents) 8,664,000
Net Assisted Living (Non-Contract Residents}
Total Assisted Living Cash Receipts 8,664,000

560,000

Skilled Nursing (Contract Residents)
Net Skilled Nursing {Non-Contract Residents) 9,076,000

Total Skitled Nursing Cash Receipts 9,636,000

Total Non-Contract Resident Cash Receipts 9,076,000



State of Callifornia — Health and Human Services Agency

FORM 1-2: ANNUAL PROVIDER FEE

California Department of Social Services

Line TOTAL
[1]  Total Operating Expenses (including depreciation
and debt service - interest only) 22,964,000.00
[a] Depreciation 1,706,000.00
b] Debt Service (Int Onl
[b] Debt Service (Interest Only) 217,000.00
[2] Subtotal (add Line 1a and 1b) 1,923,000.00

[3]
[4]

[5]

[6]

Subtract Line 2 from Line 1 and enter result.

Percentage allocated to continuing care residents
(Form 1-1, Line 11)

Total Operating Expense for Continuing Care
Residents
(multiply Line 3 by Line 4)

Total Amount Due (multiply Line 5 by .001)

PROVIDER: _Eskaton
COMMUNITY: The Reutlinger Community

21,041,000.00

0.69

14,518,000.00

$ 14,518.00

LIC 9264 (3/21)
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CERTIFICATION BY CHIEF EXECUTIVE OFFICER




CERTIFICATION BY CHIEF EXECUTIVE OFFICER

As required by the Continuing Care Contract Statutes, I hereby certify that:

o The annual reserve reports and any amendments thereto are correct to

the best of my knowledge.

¢ Each continuing care contract form in use or offered to new residents

has been approved by the Department.

o As of the date of my certification, the provider is maintaining the

required liquid reserve and, if applicable, the required refund reserve.

— | N2 ; J._'_/'I
Sherj Peifer, Chi¢f Equuri"ve Officer

[ *
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EVIDENCE OF FIDELITY BOND
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ACORD
V

CERTIFICATE OF PROPERTY INSURANCE

DATE (MM/DDYYYY)
04/20/2026

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

REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.

PRODUCER NS Brent Nishikawa
e——— S —4
The Liberty Company Insurance Brokers PHONE L. (888) 918-3960 ]f_‘g Na:
Lic #0D79653 ADDRESS: bnishikawa@libertycompany.com
" PRODUCER
5955 De Sntf) Ave, Ste 250 | CUSTOMER 10: 00167785
Woodland Hills ~ CA 91367 INSURER(S) AFFORDING COVERAGE HAIC #
INSURED nsurerA: Afflated FM 10014
Eskaton Properties, Inc. INSURER B: Twin City Fire Ins Co 29459
5105 Manzanita Avenue INSURER C : B
INSURER D :
Carmichael CA 95608 INSURERE :
INSURER F :
COVERAGES CERTIFICATE NUMBER: 2026 REVISION NUMBER:
LOCATION OF PREMISES / DESCRIPTION OF PRORERTY (Attach ACORD 101, Additional Remarks Schedule, f more space Is required)
THIS IS TOQ CERTIFY THAT THE POLICIES OF INSURANGE LISTED BELOW HAVE BEEN 1SSUED TO THE INSURED NAMEDTBOVE FOR THE POLICY PERIOD
INDIGATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.
INSR POLICY EFFECTIVE | POLICY EXPIRATION
chich TYPE OF INSURANCE POLICY NUMBER DATE (MMDDYYYY) | DATE (MWDDYYYY) COVERED PROPERTY LIS
<] ProPERTY BULLDING s
CAUSESQFLOSS | DEGUCTIBLES PERSONAL PROFERTY | ¢
BASIC %‘é‘;"‘d‘;g <] BUSINESS INCOME ¢ 54,110,010
BROAD CONTERTS — 5 EXTRA EXPENSE ¢ Included
> | sPECIAL RENTAL VALUE $
" | EARTHOUAKE B ' S| BLANKET BUILDING ‘. 652.418,357
A — 1162094 01/01/2026 oozt |28 e
WIND »¢| BLANKETPERSPROP | ¢ 31,836,819
| rroon $50,000 BLANKET BLDG & PP $
| B 48 Hr Wait ><| Flood s 25,000,000 1
L
>¢| Valuation RC > Any Onse Oceur ¢ 425,000,000
INLAND MARINE TYPE OF POLICY s
CAUSES OF LOSS [ ] Il
MAMED PERILS PQLICY NUMBER s
R — s
><| crRiNE >¢| Emp Dishonesty ¢ 1,000,000
B |1veeor PoLICY 57HC036704126 01/01/2026 01012027 | >C| Theft ¢ 1,000,000
><| Retention ¢ 25,000
J BOILER & MACHINERY / - BT — lls ]
- EQUIPMENT BREAKDOWN — 2 —
Al - - 15 =
= s
— s
SPECIAL CONDITIONS / OTHER COVERABES [ACORD 101, Additlonal Remarks Scheduls, may be 1 more spacs Is required)
CERTIFICATE HOLDER CANCELLATION

Evidence of Insurance

ACCORDANCE WITH THE POLICY PROVISIONS.

AUTHORZED REPRESENTATIVE

/fa»-r/l/»%’ B

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
THE EXPIRATION DATE THEREOF, NOTICE WILL BE DELIVERED IN

ACORD 24 (2016/03)

© 1895-2015 ACORD CORPORATION. All rights reserved.

The ACORD name and logo are registered marks of ACORD




DATE (NMDDIYYYY}

-~
ACORD’ CERTIFICATE OF LIABILITY INSURANCE 04/2072026

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

MPORTANT. If the certificate holder is an ADDITIONAL INSURED, the policy(ies) must have ADDITIONAL INSURED provisions or be endorsed.
If SUBROGATION IS WAIVED, subject to the terms and conditions of the policy, certain policies may require an endorsement. A statement on
this certificate does not confer rights to the certificate holder in lieu of such endorsement(s).

PRODUCER m"’" Brent Nishikawa
| PHONE = FAX
The Liberty Company Insurance Brokers | e Mo, Eatt: (868) 918-3960 IL&-’C No). -
Lic #0D79653 EMAL ¢ bnishikawa@liberlycompany.com
5955 De Soto Ave, Ste 250 INSURER(S) AFFORDING COVERAGE NAIC#
Woodland Hills GA 91387 iNsURERA: NonProfits United
INSURED ) INsURER 8 : Safety National Casualty Corporation 15105
Eskaton Properties, Inc. INSURER ¢ : )
5105 Manzanita Avenue NEURER D : - =
INSURER E : | R
Carmichasl CA 95608 NSURBRE.
COVERAGES CERTIFICATE NUMBER: 2025 REVISION NUMBER:

THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLIGIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,

EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

[ ALIOL FUB'R FOLICY EFF | POLICY EXP
LTR TYPE OF INSURANCE WNSp wvp| POLICY NUMBER Ml MM/DDYYYY) LIMITS
COMMERCIAL GENERAL LIABILITY EACH OCCURRENCE 5
] TAVAGE TOREITED |
CLAIMS-MADE OCCUR | PREMISES (Ea occurrence) s
A o — MED EXP {Any one person| s ]
| PERSONAL & ADV INJURY s
GEN'L AGGREGATE LIMIT APPLIES FER: GENERAL AGGREGATE s
| poucy s Loc PRODUCTS - COMPIOPAGG | §
| OTHER: _ | _ == $
1 COMBINED SINGLE LIMIT
AUTOMOBILE LIABILITY | RS $ 2,000,000
| anvauto BODILY INJURY (Per person} | §
~ | owneD I SCHEDULED T :
A AUTOS ONLY AuTos 1203 07/01/2025 | 07/01/2028 | BODILY INJURY (Per accident) | $
3¢| HIRED S<| NON-OWNED | PROPERTY DAMAGE s
| 2N auTos onLly | AUTOS OMLY (Per accident) ]
[ Physcial Damage - $ Included
| T v
UMBRELLA LIAB OCCUR | EACH OGCURRENCE s
EXCESS LIAR CLAIMS-MADE | AGGREGATE s ]
Il DED L | revention s - o - s
WORKERS COMPENSATION PER oTH-
AND EMPLOYERS® LIABILITY Yin > Sihure L | = 1000,000
B [ R BER eXoLUDED? U TVE NIA $P4068487 05/01/2025 | 05/01/2026 | E:L- EACHACCIDENT $ .
{Mandatory in KH) | EL DISEASE-EAEMPLOYEE | 8 1000,000
if yes, describe under I 4,000,000
DESCRIPTION OF OPERATIONS below I - o E.L DISEASE - POuiCYLMT | § 1000000
DESCRIFTION OF OPERATIONS / LOGATIONS / VEHICLES (ACORD 101, Additional Remarks Schecule, may ba attached  more space s required)
CERTIFICATE HOLDER CANCELLATION

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
THE EXPIRATION DATE THEREOF, NCTICE WiLL BE DELIVERED IN

Evidence of Insurance ACCORDANCE WITH THE POLICY PROVISIONS.

AUTHORIZED REPRESENTATIVE

it N

® 1988-2015 ACORD CORPORATION. All rights reserved,
ACORD 25 (2016/03) The ACORD name and logo are registered marks of ACORD




by o
NONPRO! 91;%
UNITED

THIS ENDORSEMENT CHANGES THE MEMORANDUM OF COVERAGE. PLEASE READ IT
CAREFULLY

NonProfits’ United Vehicle Insurance Pool

ADDITIONAL COVERED PARTY ENDORSEMENT

This endorsement modifies coverage provided under the following:
NPU VEHICLE INSURANCE POOL MEMORANDUM OF COVERAGE

With respect to coverage provided by this endorsement, the provisions of the Memorandum of Coverage apply
unless modified by the endorsement.

“Who is a Covered Party” in Section li of the Memorandum of Coverage is changed by adding the following:

Who is a Covered Party including any person or organization named on the Certificate of Coverage as a Certificate
Holder from whom you have leased an auto, from which you have received funding for your operations, or for whom
you provide services. These persons or organization are provided coverage under the Memorandum of Coverage if
they require to be named, and you agree to name them as an additional covered party in a written contract or
agreement executed prior to any “loss”, but only with respect to fiability arising out of the ownership, use, maintenance,
loading or unloading of a covered auto. Coverage provided under this endorsement is primary and insurance
maintained by additional covered party is Non-Contributory. Coverage provided under this endorsement is limited to
the Limits of Liability stated on the Memorandum of Coverage Declarations.

Cancellation:

Should the above-described Memorandum of Coverage be cancelled before the expiration date thereof, NPU will
endeavor to mail 30 days written notice to the certificate holder named on the certificate, but failure to do so shall
impose no obligation or liability of any kind upon NPU, its agents or representatives.

Contribution Payments:

Those persons or organizations are not responsible for paying contributions for your coverage.

Covered Party and MOC Number: As shown on the Certificate of Coverage attached.

Effective Date: July 1, 2025, to July 1, 2026 (or otherwise indicated)
Authorized Representative: e {/@J{%p%r

NPU-VIP 2025-2026 Page 1 of 1



NONPER:
UNITED

COMMERCIAL AUTO

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

NonProfits’ United Vehicle Insurance Pool
Automobile Liability Coverage

PRIMARY & NON-CONTRIBUTORY

This endorsement modifies insurance provided under the following:
BUSINESS AUTO COVERAGE FORM
BUSINESS AUTO PHYSICAL DAMAGE COVERAGE FORM

With respect to coverage provided by this endorsement, the provisions of the Coverage Form apply unless
modified by the endorsement.

The “Who is Covered” section of your Automobile Liability Insurance is changed by adding the

following:
Who is Covered section of the Memorandum of Coverage provided under this endorsement is

Primary and insurance maintained by additional covered party is Non-Contributory. Coverage
provided under this endorsement is limited to the Limits of Liability stated on the Memorandum of

Coverage Declarations.

Cancellation:

Should any of the above-described policies be cancelled before the expiration date thereof, the issuing
insurer will endeavor to mail 30 days written notice to the certificate holder named on the certificate, but
failure to do so shall impose no obligation or liability of any kind upon the insurer, its agents or

representatives.

Premium Payments:
Those persons or organizations are not responsible for paying premiums for your coverage.

Insured and Policy Number: As shown on the Certificate of Insurance attached.

Effective Date: July 1, 2025, to July 1, 2026 (or otherwise indicated)

Authorized Representative: - T

NPU-VIP 2025-2026 Page 1 of 1



THIS ENDORSEMENT CHANGES THE MEMORANDUM OF COVERAGE.
PLEASE READ IT CAREFULLY

NonProfits’ United Vehicle Insurance Pool

WAIVER OF TRANSFER OF RECOVERY AGAINST OTHERS TO
US (WAIVER OF SUBROGATION)

This endorsement modifies coverage provided under the following:
NPU VEHICLE INSURANCE POOL MEMORANDUM OF COVERAGE

With respect to coverage provided by this endorsement, the provisions of the Memorandum of Coverage
apply unless modified by this endorsement.

This endorsement changes the Memorandum of Coverage effective on its inception date unless another
date is indicated on the Memorandum of Coverage Declarations.

The Transfer of Rights of Recovery Against Others To Us Condition does not apply to the person(s) or
organizations(s) show in the Schedule, but only to the extent that subrogation is waived prior {o the
“aocident” or the “loss” under a written contract with that person or organization.

Covered Party and MOC Number: As shown on the Certificate of Coverage Attached.

Effective Date: July 1, 2025, to July 1, 2026 {or otherwise indicated)

Gy

Authorized Representative:

NPU-VIP 2025-2026 Page 1 of
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Report of Independent Auditors and
Consolidated Financial Statements with
Supplementary Information
Eskaton and Subsidiaries

December 31, 2025 and 2024

@ pakertilly
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G bakertilly

Report of Independent Auditors

The Board of Directors
Eskaton and Subsidiaries

Report on the Audit of the Financial Statements

Opinion

We have audited the consolidated financial statements of Eskaton and Subsidiaries, which comprise
the consolidated balance sheets as of December 31, 2025 and 2024, and the related consolidated
statements of operations and changes in net assets, and cash flows for the years then ended, and
the related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of Eskaton and Subsidiaries as of December 31, 2025 and 2024, and
the results of their operations and their cash flows for the years then ended in accordance with
accounting principles generally acceptied in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of Eskaton and Subsidiaries and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements relating to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Eskaton and
Subsidiaries’ ability to continue as a going concern within one year after the date that the
consolidated financial statements are issued.

Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global netwark of Baker Tilly
Internatianal Lid., the members of which are separate and independent legal entities. Baker Tilly US, LLP is a licensed CPA firm that
provides assurance services fa its clients. Baker Tilly Advisory Group, LP and its subsidiary enlities provide tax and consulting services
to their clients and are not licensed CPA firms. 1



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issua an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance
with GAAS will always detect a matetial misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of intemal
control. Misstatements are considered material if there is a substantial likelihood that, individually or
in the aggregate, they would influence the judgment made by a reasonable user based on the
financial statements.

In performing an audit in accordance with GAAS, we:
¢ Exercise professional judgment and maintain professional skepticism throughout the audit.

« Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to those
risks. Such procedures include examining, on a test basis, evidence regarding the amounts
and disclosures in the consolidated financial statements.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion an the effectiveness of Eskaton and Subsidiaries’ intemal control. Accordingly, no such
opinion is expressed.

o FEvaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

« Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Eskaton and Subsidiaries’ ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-refated matters that we identified during the audit.

Other Matter

Qur audits were conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The accompanying consolidating schedules on pages 41 to 53 as of and for
the year ended December 31, 2025, for Eskaton and Subsidiaries, Eskaton Properties, Inc., and
Eskaton, and the accompanying consolidating schedules on pages 54 to 58 as of and for the year
ended December 31, 2024, 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. The
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 consolidated 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 to the consclidated financial
statements taken as a whole.



The supplementary information — social responsibility on page 59 for the years ended December 31,
2025 and 2024, is presented for the purposes of additional analysis and is not a required part of the
consolidated financial statements. Such information has not been subjected to the auditing
procedures applied in the audits of the consolidated financial statements, and accordingly, we do not

express an opinion or provide any assurance on it.

Bt Tilly 05, 027

San Francisco, California
April 17, 2026
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Eskaton and Subsidiaries
Consolidated Balance Sheets

Years Ended December 31, 2025 and 2024

(In Thousands)
2025 2024
ASSETS

Current assets
Cash and cash equivalents 3 18,380 18,157
Assets limited as to use, required for current liabilities 726 780
Investments 51,274 42,539
Accounts receivable, net 4,118 3,577
Other receivables 5,656 6,764
Notes receivable - 3,900
inventories 174 212
Funded pension cobligation - 631
Deposits and prepaid expenses 991 1,252
Total current assets 81,319 77,812
Assets limited as lo use, net of current amounts 4,624 4,833
Assets limited as to use, capital projects fund 13,583 20,123
Investments 4,794 4,197
Property and equipment, net 106,956 103,053

Other assets

Due from liability insurer 2,245 2,470
Associate member/resident/patient deposits 969 1,165
Other 8,788 6,666
12,002 10,301
Total assets $ 223,278 220,318

See accompanying notes.
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Eskaton and Subsidiaries
Consolidated Balance Sheets

Years Ended December 31, 2025 and 2024
(In Thousands)

2025 2024
LIABILITIES AND NET ASSETS
Current liabilities
Current maturities of long-term debt $ 3,393 $ 3,268
Current portion of deferred revenue from unamortized
CCRC entrance fees 1,299 1,450
Deposits on unoccupied units 690 671
Accounts payable 3,739 3,436
Accrued liabilities
Payroll and payroll taxes 1,815 3,169
Vacation 2,393 2,419
Current portion of self-insured workers’ compensation 1,581 1,493
Self-insured employee heaith plan 1,111 1,900
Interest 535 554
Other 4,993 4,898
Total current liabitities 21,549 23,258
Other liabilities
Self-insured workers' compensation, net of current portion 3,662 4,525
Deferred compensation 157 -
Professional liability 2,200 2,169
Associate member/resident/patient deposits 969 1,165
Other 1,038 5
8,326 7.864
Long-term debt, net of current maturities 98,513 101,906
Refundable CCRC entrance fees 1,089 726
Deferred revenue from unamortized CCRC entrance
fees, net of current portion 6,638 7.268
Total liabilities 136,115 141,022
Net assets
Without donor restrictions 81,462 73,467
With donor restrictions 5,701 5,830
Total net assets 87,163 79,297
Total liabilities and net assets $ 223,278 $ 220,319

See accompanying notes.
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Eskaton and Subsidiaries
Consolidated Statements of Operations and Changes in Net Assets
Years Ended December 31, 2025 and 2024
(In Thousands)

2025 2024
Net assets without donor restrictions
Revenues, gains, and other support:
Resident service revenue, including amortization of CCRC
membership fees of $2,276 in 2025 and $1,997 in 2024 $ 106,123 $ 104,248
Home based services 782 818
Other, net 22,900 23,276
Total revenues, gains, and other support 129,805 128,342
Expenses
Salaries and wages 63,310 63,789
Employee benefits 17,701 18,388
Professional fees 2,329 5,308
Supplies 7,453 6,745
Purchased services 11,632 12,101
Ancillary costs 2,188 2,049
Utilities 5735 5,798
Insurance and other 5,943 5,487
Depreciation 9,033 8,838
Interest and amortization 4,473 4,722
Total operating expenses 129,788 133,225
Income (loss) from operations 7 (4,883)
Nonoperating revenue {(expenses)
Investment income 6,448 4,727
Interest income, selier-financed note receivable 596 -
Interest rate swap activities - {(124)
Gain on early repayment of debt - 438
Other components of net periodic pension cost - (4,327)
Loss on disposal of property and equipment (1} (932)
Other 945 168
Total nonoperating revenue (expenses), net 7,988 (50)
Excess (deficiency) of revenues, gains, and other
support over expenses $ 7,995 $ (4,933)

See accompanying notes.
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Eskaton and Subsidiaries
Consolidated Statements of Operations and Changes in Net Assets
Years Ended December 31, 2025 and 2024

(In Thousands)
2025 2024
Net assets without donor restrictions
Excess (deficiency) of revenues, gains, and other support over
expenses (page 7) $ 7,995 $ {(4,933)
Pension-related changes other than net periedic pension cost - 4,609
Reclassification from net assets with donor restrictions - 25
Change in net assets without donor restrictions before 7,995 (299)
discontinued operations
Loss from discontinued operations - (2,332)
Change in net assets without donor restrictions 7,995 (2,631)
Net assels without donor restrictions, beginning of year 73,467 76,098
Net assets without donor restrictions, end of year 81,462 73,467
Net assets with donor resfrictions
Contributions 116 439
Change in assets held in frust by others 55 61
Investment income 270 157
Reclassification to net assets without donor restrictions - (25)
Net assels released from restriction used for operations (570) (660)
Change in net assets with donor restrictions (129) (28)
Net assets with donor restrictions, beginning of year 5,830 5,858
Net assets with donor restrictions, end of year 5,701 5,830
Change in net assets 7,866 {2,659)
Net assets, beginning of year 79,297 81,956
Net assets, end of year $ 87,163 $ 79,297

See accompanying notes.
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Eskaton and Subsidiaries
Consolidated Statements of Cash Flows
Years Ended December 31, 2025 and 2024
(In Thousands)

2025 2024

Cash flows from operating activities
Change in net assets $ 7,866 $ (2,659)
Adjustments to reconcile change in net assets to net cash
provided by operating activities

Depreciation 9,033 8,838
Amortization of deferred financing costs and premium (282) (106)
Amortization of CCRC entrance fees (2,276) (1,997)
Net realized and unrealized gains on assets
limited as to use (228) (229)
Net realized and unrealized gains on investments (3,932) (2,993)
Pension related changes other than net periodic pension cost - (4,609)
Post-termination eamings on excess pension assets (20) -
Change in fair value of interest rate swap agreements - 132
Payments on settlement of terminated swaps - (1,295)
CCRC resales of nonrefundable contracts 820 259
CCRC sales of nonrefundable contracts 980 1,145
CCRC sales of refundable contracts 730 575
Loss on disposal of property and equipment 1 998
Cain on early repayment of debt - (438)
Changes in operating assets and liabilities
Change in receivables 4,467 2,198
Change in inventories 38 35
Change in deposits and prepaid expenses 261 (94)
Change in other assets (1,701) 5,009
Change in accounts payable 302 312
Change in accrued liabilities (3,070) (6,431)
Change in deferred compensation 157 -
Change in unfunded pension obligation - 4,145
Change in other liabilities 854 434
Net cash provided by operating activities 14,000 3,925
Cash flows from investing activities
Purchases of assets limited as to use (127) (56,573)
Proceeds from sales of assets limited as to use 1,293 65,417
Purchases of investments (25,182) (12,373)
Proceeds from sales of investments 19,782 29,674
Reversion of excess pension assets to ptan sponsor 651 -
Expenditures for property and equipment (12,943) (11,076)
Proceeds from sale of property and equipment 3 179
Proceeds from sale of land - 3390
Net cash (used in) provided by investing activities $ (16,523) $ 15,638

See accompanying notes.
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Eskaton and Subsidiaries

Consolidated Statements of Cash Flows
Years Ended December 31, 2025 and 2024

(in Thousands)

Cash flows from financing activities
CCRC contracts refunded

Change in deposits on unoccupied units
Proceeds from issuance of long-term debt
Principal payments on long-term debt

Payment of debt issuance costs

Payment to terminate forward delivery agreement

Net cash (used in) provided by financing activities

Net (decrease) increase in cash, cash equivalents, and restricted

Cash, cash equivalents, and restricted cash, beginning of year

Cash, cash equivalents, and restricted cash, end of year

Supplemental disclosure
Cash paid for interest

See accompanying nhotes.

2025 2024

$ (192) 8§ (22)
19 135

- 90,807
(2,986) (66,459)
- (1,719)
- (499)

(3,119) 2,251

(5,642) 21,818

40,411 18,503

$ 34,769 $ 40,411

$ 4,702 $ 4,953
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Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

Note 1 ~ Organization and Principles of Consolidation

The accompanying consolidated financial statements of Eskaton and Subsidiaries (the Organization)
include the following:

Eskaton — Eskaton is a not-for-profit 501(c)(3) California corporation, which was formed in 1968. Eskaton
and Subsidiaries’ primary mission Is to enhance the lives of older adults through innovative wellness,
housing, and social services. Eskaton and Subsidiaries is the sole corporate member of Eskaton
Properties, Inc. (EP1), Eskaton Village-Grass Valley (EVGV), Eskaton Village-Roseville (EVR), Eskaton
Village-Placerville (EVP), Eskaton Lodge Granite Bay (ELGB), Eskaton FountainWood Lodge (EFWL),
The Reutlinger Community (TRC), and Eskaton Foundation, and the sole stockholder of Livable Design
{LD) and California Healthcare Consultants (CHC). Eskaton and Subsidiaries also operates nonmedical
homecare services and various community service programs.

EP] - EPI is a not-for-profit 501(c)(3) California corporation that operates retirement housing
communities, home health services, a continuing care retirement community with a skilled nursing care
center (CCRC), and a business services group which provides financial and managerial support to all
Eskaton and Subsidiaries operations. EPI also manages and provides support services to retirement
housing communities owned by third parties and affordable housing communities that operate as single
purpose not-for-profit 501(c)(3) California corporations.

EVGV - EVGYV is a not-for-profit 501(c)(3) California corporation that operates a 137-apartment assisted
living community in Grass Valley, California.

EVR - EVR is a not-for-profit 501(c)(3) California corporation that operates a 96-apartment assisted living
community in Roseville, California.

EVP - EVP is a not-for-profit 501(c)(3) California corporation that operates a 64-apartment assisted living
community in Placerville, California.

ELGB — ELGB is a not-for-profit 501(c)(3) California corporation that operates a 100-apartment assisted
living community in Granite Bay, California.

EFWL — EFWL is a not-for-profit 501(c)(3) California corporation that operated a 91-apariment assisted
living community in Orangevale, California. The property was sold in 2021 and operations ceased.

TRC - TRC is a not-for-profit 501(c)(3) California corporation that operates a 60-bed skilled nursing and
92-apartment assisted living community as a CCRC in Danville, Califomia.

Eskaton Foundation — Eskaton Foundation is a not-for-profit 501(c)(3) California corporation whose
purpose is to raise funds for the benefit of Eskaton and Subsidiaries programs.

LD - LD, a C Corporation, Is a taxable subsidiary of Eskaton and Subsidiaries, and owns a home in
Roseville, California that is rented to the general public.

CHC — CHC, a C Corporation, is a taxable subsidiary of Eskaton and Subsidiaries that leases employees
to communities owned by third parties and is managed by EPI.
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Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

All material intercompany accounts and transactions have been eliminated in consolidation.

EPI, EVGV, and EVR are members of the Eskaton Properties, Incorporated Obligated Group (the
Obligated Group) according to a Master indenture of Trust dated July 1, 1999, and various Supplemental
Master Indentures dated subsequent to July 1, 1999, superseded by the Amended and Restated Master
Trust Indenture dated September 1, 2024 (together, the Master Indenture).

On March 19, 2019, Eskaton and Subsidiaries invested $3 million in a Program of All-inclusive Care for
the Elderly (PACE) partnership with InnovAge and Adventist Health. PACE is an alternative to nursing
homes, designed to keep seniors living in their own homes and communities for as long as safely
possible. Participants are primarily dually eligible for both Medicare and Medi-Cal. Eskaton and
Subsidiaries’ investment represents a minority interest in the PACE partnership, which s accounted for at
cost minus impairment, if any.

On February 20, 2020, Eskaton and Subsidiaries executed a letter of intent to sell the real property
owned by Eskaton FountainWood Lodge, including the 91-bed licensed assisted living and memory care
facility, at an agreed-upon sales price of $7.8 million. The completion of the sale occurred on January 12,
2021. The $7.8 million sale price was reduced by a seller credit of $0.8 million and consisted of a cash
consideration of $3.1 million and a $3.9 million promissory note originally scheduled to mature in January
2024. During 2023, a one-year extension was granted to the buyer thereby extending the note maturity to
January 2025; the maturity was subsequently extended to August 2025. The $3.9 million promissory note
and accrued interest of $0.6 million was received in September 2025.

On September 29, 2023, the real property owned and operated by EPI as three standalone skilled
nursing care centers was sold. The loss from discontinued operations totaled $2.3 milllon as of

December 31, 2024.

On December 15, 2023, EPI ceased operations of its medical homecare service provider, Eskaton Home
Healthcare. On February 3, 2028, the Organization ceased operations of its nonmedical homecare
service provider, Live Well At Home.

On December 27, 2023, EPI ceased operations of Eskaton Lodge Cameron Park. The Organization
executed an agreement with the Califomia Department of Forestry and Fire Protection on February 13,
2024, for the lease of the real property formerly operated as Eskaton Lodge Cameron Park. The lease
term commenced April 1, 2024, and shall end on March 31, 2034, with monthly rent payments of $75
thousand escalating 2.0% each year of the 10-year term.

Additional information related to the Organization's discontinued operations is disclosed in Note 18.

Note 2 — Summary of Significant Accounting Policies

Cash and cash equivalents — Cash and cash equivalents include cash in banks and short-term money
market accounts. The carrying amounts at face value approximate fair value because of the short
maturity of these instrumenits.
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Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

The following table provides a reconciliation of cash, cash equivalents, and restricted cash balances
reported within the consolidated balance sheets that sum to the total of the same such amounts shown in
the consolidated statements of cash flows as of December 31:

2025 2024
Cash and cash equivalents $ 18,380 $ 18,157
Restricted cash included in assets limited as to use 16,389 22,254
Total cash, cash equivalents, and restricted cash balances $ 34,769 $ 40,411

Amounts included in restricted cash include the capital projects fund and various escrow deposits
required to be set aside by lenders. Such deposits include mortgage insurance premiums, property taxes,
and property insurance escrow accounts, as well as other balances required to be held for restrictive
covenants, including the requirement to maintain certain deposits with the lender. Certain lenders aiso
hold reserve accounts for capital replacement reserves and residual receipts. All such escrow accounts,
reserve accounts, and other amounts reflected as restricted cash are included in assets limited as to use.

Investments — Investments in equity securities with readily determinable fair values, and all investments
in debt securities, are reported at fair value. Management has elected to carry any alternative investments
under the fair value option. Investment income or loss (including realized and unrealized gains and losses
on investments, interest, and dividends) is included in the excess (deficiency) of revenues, gains, and
other support over expenses.

Assets limited as to use — Assets limited as to use include assets held by trustees or lenders under
bond indenture and HUD regulatory agreements, and assets restricted by donors for financial assistance
to residents of Eskaton and Subsidiaries communities. Assets limited as to use are reported at fair value,
Amounts required to satisfy obligations classified as current liabilities are reported in current assets in the
consolidated balance sheets. The capital projects fund, which initially consisted of approximately $20
million of new money raised in the 2024 bond Issuarice, is reported in noncurrent assets in the
consolidated balance sheets, as the funds are available for expenditure on qualifying Obligated Group

capital projects.

Property and equipment, net — Property and equipment are stated at cost. The cost of property and
equipment purchased in excess of $2,000 Is capitalized. Interest capitalized (net of investment income
from bond proceeds) in connection with the construction of plant and equipment is recorded as part of the
cost of the constructed asset to which it relates and is amortized over the asset's useful life. Depreciation
is computed using the straight-line method based on estimated useful lives of property and equipment as
follows:

Land improvements 10-20 years
Buildings and improvements 7—40 years
Equipment 3-20 years
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Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

Gifts of long-lived assets such as land, buildings, or equipment are reported as support without donor
restrictions and are excluded from the excess (deficiency) of revenues, gains, and other support over
expenses unless explicit donor stipulations specify how the donated assets must be used. Gifts of long-
lived assets with explicit restrictions that specify how the assets are to be used, and gifts of cash or other
assets that must be used to acquire long-lived assets, are reported as support with donor restrictions.
Expirations of donor restrictions are reported as net assets released from restriction when the donated or
acquired long-lived assets are placed in service, absent explicit donor stipulations about how long those
long-lived assets must be maintained.

Impairment of long-lived assets and long-lived assets to be disposed of — Long-lived assets and
certain identifiable intangibles are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets o be held
and used is measured by a comparison of the carrylng amount of an asset to fuiure net cash flows
expected to be generated by the asset. If such assets are considered {o 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. Assets to be disposed of are reported at the lower of the carrying amount or fair value
less costs to sell. There was no impairment of long-lived assets recognized for the years ended
December 31, 2025 and 2024,

Discontinued operations — An asset purchase agreement was executed on March 24, 2023, for the real
property owned and operated by EPI as three standalone skilled nursing care centers. The sale closed on
September 28, 2023, for a purchase price of $35.6 million. As a result, the consolidated statements of
operations and changes in net assets reflect the revenues and expenses of the three standalone skilled
nursing care centers, as well as the revenues and expenses of EPI's medical homecare services
provider, as loss from discontinued operations. Additional information related to the Organization's
discontinued operations is disclosed in Note 18.

Self-insured employee health and workers' compensation — The provisions for estimated self-insured
employee health and workers' compensation include estimates of the ultimate costs for both reported
claims and claims incurred but not reported.

Derivative instruments — Eskaton and Subsidiaries entered into a swap agreement to manage interest
rate risk on its 2006 Bonds; this orphaned swap agreement was transferred to the 2022 Bonds upon
refinancing. Swaps are contracts to exchange, for a period of time, the investment performance of one
underlying instrument for the investment performance of another instrument without exchanging the
instruments themselves. Eskaton and Subsidiaries entered into this agreement to mitigate cash flow and
fair value risks related to changes in interest rates.

Eskaton and Subsidiaries records in its consolidated balance sheets the estimated fair value of swaps at
the consolidated balance sheet date. Because the derivative has not been designated as a hedge for
accounting purposes, changes in the fair value of the swap are included in nonoperating revenue
{expenses) in the consolidated statements of operations and changes in net assets.

During 2024, the Organization refinanced its variable-rate bond debt with fixed-rate revenue and
refunding bonds, and a payment of approximately $1.3 million was made to terminate the swap

agreement.
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Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

Deferred financing costs — Deferred financing costs are amortized over the period the obligation is
expected to be outstanding or the life of bank-direct-placement agreements associated with variable-rate
demand bonds, whichever is shorter. Amortization is calculated using the straight-line method, which
approximates the effective interest method. Deferred financing costs are included as a direct reduction of
long-term debt. Amortization of deferred financing costs is included as a component of interest and
amortization expense in the accompanying consolidated statements of operations and changes in net

assets.
Net asset classifications — Net assets and changes therein are classified and reported as follows:

Without donor restrictions — Net assets available for use in general operations and not subject to donor
resfrictions.

With donor restrictions — Net assets subject to donor-imposed restrictions. Some donor-imposed
resirictions are temporary in nature, such as those that will be met by the passage of time or other events
specified by the donor. Other donor-imposed restrictions are perpetual in nature, where the donor
stipulates that resources be maintained in perpetuity. Donor-imposed restrictions are released when a
restriction expires; that is, when the stipulated time has elapsed, when the stated purpose for which the
resource was restricted has been fulfilled, or both. Contributions for which restrictions are satisfied in the
same period as received are recorded as contributions revenue without donor restrictions.

Endowments — Endowments are contributions whose use by Eskaton and Subsidiaries has been
restricted by donors to be maintained by Eskaton and Subsidiaries in perpetuity. The Board of Directors
has interpreted California's enacted Uniform Prudent Management of Institutional Funds Act (UPMIFA) as
requiring the preservation of the fair value of the original gift as of the gift date of endowments, absent
explicit donor stipulations to the contrary. As a result of this interpretation, Eskaton and Subsidiaries
classifies as net assets with donor restrictions (a) the original value of gifts donated, (b} the original value
of subsequent gifts, and (c) accumulations to the endowment fund made in accordance with the direction
of the applicable donor gift instrument at the time the accumulation is added to the fund. Generally, the
donors of these assets permit Eskaton and Subsidiaries to use all or part of the investment retum on
these assets and to appropriate for distribution, each vear, 5% of its endowment fund’s prior year average
fair value. Unrealized gains and investment income allocated to the endowment fund are classified as net
assets with donor restrictions, as supported by the associated agreements, until those amounts are
appropriated for expenditure by Eskaton and Subsidiaries in a manner consistent with the standard of
prudence prescribed by UPMIFA. In the absence of donor stipulations or law to the contrary, losses on
the investments of a donor-restricted endowment fund shall reduce net assets with donor restrictions to
the extent that donor-imposed restrictions on net appreciation of the fund have not been met before a loss
oceurs. Any remaining loss shall reduce net assets without donor restrictions.
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Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

Resident service revenue — Eskaton and Subsidiaries provides senior living services to residents for a
stated monthly fee. Eskaton and Subsidiaries recognizes revenue for housing services under
independent living, assisted living, and memory care residency agreements in accordance with the
provisions of Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC)
606, Revenue from Contracts with Customers. Eskaton and Subsidiaries has determined that the senior
living services included under the daily or monthly fee have the same timing and pattern of transfer and
are a series of distinct services that are considered one performance obligation which is satisfied over
time. In conjunction with its resident services, Eskaton and Subsidiaries sells CCRC memberships.
Revenue associated with these memberships is recognized over the estimated remaining life of the
resident.

The following represents resident service revenue disaggregated by service line for the years ended
December 31, 2025 and 2024, as this best depicts how the nature, amount, timing, and uncertainty of
revenue and cash flows are affected by economic factors:

Year Ended December 31, 2025

Assisted Memory Independent
Living Care Living CCRC Total
Resident service revenue $ 25,372 $ 7,937 $ 12,268 $ 60,546 $ 106,123
Year Ended December 31, 2024
Assisted Memory tndependent
Living Care Living CCRC Total
Resident service revenue $ 26,229 $ 8,364 $ 11,963 $ 57,692 $ 104,248

Included in residential service revenue are net patient service revenues for the skilled nursing services
performed at the Organization’s CCRC campuses. These skilled nursing services are performed in
exchange for a contractual agreed-upon amount or rate, The transaction price for these services is based
on standard charges for goods and services provided, reduced by contractual adjustments provided to
third parties, or explicit price concessions. Eskaton and Subsidiaries determines its estimates for
contractual adjustments based on contractual agreements and historical experience. Routine services are
treated as a single performance obligation satisfied over time as services are rendered. As such, patient
care services represent & bundle of services that are not capable of being distinct. Additionally, there may
be ancillary services that are not included in the daily rates for routine services. Ancillary services are
treated as separate performance obligations satisfied at a point in time, if and when those services are
rendered. Revenue is recognized in the month in which the performance obligations are satisfied.
Performance obligations satisfied over time for net patient service revenue are recognized based on
actual charges incurred. This method provides a faithful depiction of the transfer of services over the term
of the performance obligation based on the inputs needed to satisfy the obligation. Refer to Note 3 for
information on third-party payor refationships.

Home based services revenue — The Organization recognizes revenue for nonmedical homecare
services in the period the services are performed at contractual hourly rates.
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Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

Other revenue — Gther revenue is derived from management agreements, leases, and other ancillary
revenues. Eskaton and Subsidiaries manages certain communities under contracts that provide periodic
management fee payments to the Organization. Management fees are generally determined by an
agreed-upon percentage of gross revenues (as defined in the management agreement). Certain
management contracts also provide for an annual incentive fee to be paid to Eskaton and Subsidiaries
upon achievement of certain metrics identified in the contract. There were no incentive fee amounts
recorded for the years ended December 31, 2025 or 2024. Eskaton and Subsidiaries recognizes revenue
for community management services in accordance with the provisions of ASC 606. Although there are
various management and operational activities performed by Eskaton and Subsidiaries under the
contracts, the Organization has determined that all community operations management activities are a
single performance obligation, which is satisfied over time as the services are rendered. Management
fees received from third parties were $3.3 million and $3.5 million for the years ended December 31, 2025

and 2024, respectively.

The Organization executed an agreement with the California Department of Forestry and Fire Protection
on February 13, 2024, for the lease of the real property formerly operated as Eskaton Lodge Cameron
Park. The lease term commenced April 1, 2024, and shall end on March 31, 2034, with monthly rent
payments of $75 thousand escalating 2.0% each year of the ten-year term. Lease revenue of $1.0 million
and $0.7 million was recorded for the years ended December 31, 2025 and 2024, respectively.

Donated services and materials — A number of volunteers donate significant amounts of time to
advance Eskaton and Subsidiaries’ program objectives. No amounts are reported in the accompanying
consolidated financial statements for donated services since no objective basis is available to measure

the value of such services.

Eskaton and Subsidiaries records the donation of materials when an objective basis is available to
measure the value of those donations and when the materials would be purchased if they were not
donated. These amounts are recorded as contribution revenues and as expenses.

Excess (deficiency) of revenues, gains, and other support over expenses — The accompanying
consolidated statements of operations and changes in net assets inciude excess (deficiency) of revenues,
gains, and other support over expenses. Changes in net assets without donor restrictions, which are
excluded from the excess (deficiency) of revenues, gains, and other support over expenses, include
pension-related changes other than net periodic pension cost.

Advertising — Advertising costs are expensed as incurred and included in purchased services expense in
the accompanying consolidated statements of operations and changes in net assets. Advertising expense
was $1.0 million for each of the years ended December 31, 2025 and 2024,

Income taxes - Eskaton and Subsidiaries, EPI, EVGV, EVR, EVP, ELGB, EFWL, TRC, and Eskaton

_Foundation are exempt from income taxes under Section 501(a) of the internal Revenue Code as
organizations described in Section 501(c)(3) and applicable state regulations, except for federal and state
tax on income resulting from unrelated business income. LD and CHC are taxable entities; however,
income taxes for these entities are not significant to the consolidated financial statements.
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Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

ASC 740, Income Taxes, prescribes a recoghnition threshold and measurement attribute for financial
statement disclosure of tax positions taken or expected to be taken on a tax return. Recognition of a tax
position is determined when It is more likely than not that a tax position will be sustained on examination
by the taxing authorities, including resolution of any related appeals or litigation processes. A tax position
that meets the more likely than not recognition threshold is measured at the largest amount of benefit that
is greater than 50% likely to be realized upon ultimate settiement with a taxing authority. Eskaton and
Subsidiaries recognizes interest and penalties related to income tax matiers in operating expenses. As of
December 31, 2025 and 2024, there were no such uncertain tax positions.

Use of management’s estimates — The preparation of consolidated financial statements in conformity
with accounting principles generally accepted in the United States of America (U.S. GAAP) requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial
statements, and the reported amounts of reventies and expenses during the reporting period. Actual
results could differ from those estimates. Accounting estimates include falr value measurements of
investments, accounts receivable allowances, useful lives of fixed assets, deferred revenue from
unamortized CCRC membership fees, self-insured workers' compensation, selfHnsured employee health
costs, interest rate swap liability, funded pension obligation, and professional fiability.

Fair value measurements — ASC 820, Fair Value Measurement, 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. ASC 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. ASC 820 also establishes a framework for measuring fair value and expands

disclosures about fair value measurements.

The carmying amounts reported in the consolidated balance sheets for cash and cash equivalents,
accounts receivable, other receivables, deposits and prepaid expenses, other assets, and accrued
liabilities approximate fair value. The fair values of assets limited as to use and investments are disclosed
in Note 4. The fair values of derivative instruments are disclosed in Note 5.

Note 3 - Third-Party Payors

Related to the skilled nursing services provided at its CCRC campuses, Eskaton and Subsidiaries has
agreements with third-party payors that provide for payments to Eskaton and Subsidiaries at amounts
different from its established rates. A summary of the payment arrangements with major third-party
payors follows:

Medicare — Skilled hursing services provided to Medicare program beneficiaries are reimbursed under
the Prospective Payment System (PPS). Eskaton and Subsidiaries is reimbursed under the PPS system
for skilled nursing services on a per diem rate depending on each patient category, which is determined
by the Patient Driven Payment Model.
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Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

Medi-Cal — Skilled nursing services rendered to Medi-Cal program beneficiaries are reimbursed under
prospectively determined per diem or per visit rates. As part of the Califomia Advancing & Innovating
Medi-Cal (CalAIM) initiative, the Medi-Cal program transitioned fo a Medi-Cal Managed Care model
beginning in January 2023, with benefits administered by a defined network of participating managed
care plans.

Other — Eskaton and Subsidiaries has entered into payment agreements with certain commercial
insurance carriers, health maintenance organizations, and preferred provider organizations. The basis for
payment to Eskaton and Subsidiarles under these agreements includes prospectively determined daily
rates and discounts from established charges.

Note 4 — Assets Limited as to Use and Investments

Assets limited as to use — The composition of assets limited as to use, stated at fair value, as of
December 31 is sef forth in the following table (in thousands):

2025 2024
Required under bond indenture and HUD regulatory agreements
for escrow, principal, interest, reserves, and insurance,
held by trustee
Cash and short-term investments $ 15,326 $ 22,025
15,326 22,025
Resident assistance and program funds with donor restrictions
Cash and short-term investments 1,063 229
Equity securities 583 1,123
Mutual funds 1,961 2,359
3,607 3,711
18,933 25,736
Less current portion 726 780
$ 18,207 $ 24 956
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Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

Investments — Investments at fair value as of December 31 include the following (in thousands):

2025 2024

Corporate reserves for capital replacement, liquidity, and growth
Cash and short-term investments $ 517 $ 2,760
U.S. Treasury notes, government securities,

and other corporate debt securities - 4,882
Equity securities 7,515 6,567
Mutual funds 43,242 28,330

51,274 42,539
Corporate reserves for resident assistance and charitable gift annuities
Cash and shori-term investments 107 153
U.S. Treasury notes, government securities,

and other corporate debt securities 76 78
Equity securities 297 337
Mutual funds 4,314 3,629

4,794 4,197

56,068 46,736

Less current portion 61,274 42,539
$ 4,794 $ 4,197

ASC B20 establishes a fair value hierarchy that prioritizes the inputs to valuation technigues used fo
measure fair value. The hierarchy gives the highest priority to unadjusied quoted prices in active markets
for Identical assets or liabilities (Level 1) and the lowest priority fo measurements involving significant
unobservable inputs (Level 3). 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
Eskaton and Subsidiaries has the ability to access at the measurement date.

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

Level 3 - Inputs are unobservable 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.
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The fair values of the financial instruments as of December 31, 2025 and 2024, represent management's
best estimates of the amounts that would be received to sell those assets or that would be paid to transfer
those liabllities in an orderly transaction between market participants at that date. Those fair 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 — Money market funds, equity securities, mutual funds, U.S.
government securities, and U.S. government bonds are measured using quoted market prices at the
reporting date multiplied by the quantity held.

Investments by level as of December 31, 2025 and 2024, are as follows (in thousands):

Fair valus measurements at raporting date using

Quoted prices
in active markets Significant other Significant
December 31, for identical observable unobservable
2025 assets (Level 1) inputs (Level 2) inputs {Leve! 3)
Investments (including assets

fimited as to use)
Cash and cash equivalents $ 2,111 $ 2,41 $ - $ -
Money market funds 14,902 14,002 - -
Common stocks 8,385 8,395 - -
Mutual funds 49,517 49,517 - -
U.S. Government bonds 76 76 - -
Totai Investmenits, at fair value $ 75,001 $ 75,001 $ - $ -

Fair value measurements at reporting date using
Quoted prices

in active markets Significant other Significant
December 31, for identical observable unobservable
2024 assets (Level 1) inputs (Level 2) inputs (Level 3)
Investments (including assets

limited as to use)
Cash and cash equivalents $ 4,446 $ 4,446 $ - $ -
Money market funds 20,721 20,721 - -
Common stocks 8,027 8,027 - -
Mutual funds 34,318 34,318 - -
U.S. Government securities 4,881 4,881 - -
U.S. Government bonds 79 79 - -
Total investments, at fair value $ 72472 $ 72,472 $ - $ -
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Eskaton and Subsidiaries management meets at least quarterly with its investment advisor to review the
strategy and the ongoing performance of all investments, including analyzing changes in fair value
measurements from period to period.

Investment income, expenses, and gains (losses) for assets limited as to use, cash equivalents, and
investments are comprised of the following for the years ended December 31, 2025 and 2024 (in

thousands):

Year Ended December 31, 2025

Obligated
Group Nonobligated Total
Investment income
Interest and dividend income $ 2,740 $ 169 $ 2,899
Realized gains on sales of securities 120 323 443
Unrealized gains on trading securities 3,199 518 3,717
6,058 1,000 7,059
Less investment expenses 322 19 341
Total investment income 5,737 981 6,718
Less investment income with donor restrictions - 270 270
investment income without donor restrictions  § 5,737 3 711 $ 6,448
Year Ended December 31, 2024
Obligated
Group Nonobligated Total
Investment income
Interest and dividend income $ 2,016 $ 13 $ 2,029
Realized (losses) gains on sales of securities (569) 410 (159)
Unrealized gains on trading securities 3,026 355 3,381
4,473 778 5,251
Less investment expenses 337 30 367
Total investment income 4,136 748 4,884
Less investment income with donor restrictions - 157 157
Investment income without donor restrictions  $ 4,136 $ 591 $ 4727

Note 5 - Derivative Instruments and Hedging Activities

Eskaton and Subsidiaries had an interest rate swap derivative instrument (swap) to manage its exposure
on its debt instruments. By using derivative instruments, Eskaton and Subsidiaries was exposed to credit

risk and termination risk.
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Credit risk exists because Eskaton and Subsidiaries is dependent upon the interest rate swap
counterparty to meet its obligations under the agreement. This risk is measured by the cost associated
with replacing the agreement, not by the notional amount of the agreement. At inception, the swap’s
replacement cost, or fair market value, is close to zero. If interest rates change such that the fair market
value of the swap is positive, Eskaton and Subsidiaries' exposure to the swap counterparty increases as
the cost of replacing the agreement increases. If the fair market value decreases, Eskaton and
Subsidiaries’ exposure to the swap counterparly decreases. Eskaton and Subsidiaries minimizes the
credit risk in derivative instruments by entering into transactions with high-quality counterparties whose
credit rating is higher than A2/A.

Termination risk is the risk that a2 swap will be terminated by the swap counterparty before maturity and
Eskaton and Subsidiaries, due to adverse market conditions, will be forced to make a cash termination
payment to the counterparty. The termination risk associated with swaps is managed by establishing and
monitoring parameters that limit the market value sensitivity Eskaton and Subsidiaries is willing to accept.
Termination risk is also mitigated by allowing only Eskaton and Subsidiaries to have voluntary termination
rights and allowing the swap counterparty to terminate only under specific ratings downgrade triggers of
Eskaton and Subsidiaries.

The estimated fair values of derivative instruments have been determined using Level 2 inputs including
available market information and valuation methodologies. As of December 31, 2023, the fair value of
these derivatives was recorded in the consolidated balance sheet at a net liability of $1.2 million. The
credit risk assumption, as required under ASC 820, reduced Eskaton and Subsidiaries’ interest rate swap
liability by $0.1 million in 2024. During 2024, the Organization paid approximately $1.3 million to terminate
the interest rate swap derivative instrument.

Interest rate swap agreement for variable-rate debt — Eskaton and Subsidiaries has issued variable-
rate debt to refinance various debt issuances and finance capital improvements. The variable-rate debt
obligations expose Eskaton and Subsidiaries to variability in interest payments due to changes in interest
rates. Management believes it is prudent to limit the variability of a portion of its interest payments. To
meet this objective, management entered into a swap agreement to manage fluctuations in cash flows
resulting from interest rate risk. This swap effectively changed the variable-rate cash flow exposure on the
Series 2006 Bonds to approximate fixed-rate cash flows. Upon refinance of the Series 2006 Bonds during
2022, the orphaned swap limits variable-rate cash flow exposure on approximately 60% of the Series
2022 Bond issuance by emulating fixed-rate cash flows on that portion of the debt. Under the terms of the
swap, Eskaton and Subsidiaries makes fixed interest rate payments and receives variable interest rate
payments, thereby creating the equivalent of fixed-rate debt. As of December 31, 2023, Eskaton and
Subsidiaries was party to a swap agreement with an aggregate notional principal amount of $15.0 million.
During 2024, the Organization's variable-rate debt was refinanced with fixed-rate revenue and refunding
bonds (Series 2024 Bonds), and the interest rate swap agreement was terminated.
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Interest rate swap activities — Interest rate swap activities included in nonoperating revenue (expenses)
for the years ended December 31 consist of the following (in thousands):

2025 2024
Net unrealized loss on interesf rate swap agreements 8 - $ (132)
Net receipts on interest rate swap agreements - 8
Total interest rate swap activities $ - $ (124)

Note 6 - Property and Equipment, Net

Property and equipment, net as of December 31 consists of the following (in thousands).

2025 2024

Land $ 22,154 $ 22,117
Land improvements 22,187 21,885
Buildings and improvements 221,288 214,025
Equipment 32,696 31,820
Finance lease right-of-use assets 840 -
299,165 289,847
Accumulated depreciation and amortization (202,705) {193,839)
96,460 96,008

Construction in progress 10,496 7,045
Property and equipment, het $ 106,956 $ 103,053

Note 7 - Leases

During 2025, Eskaton and Subsidiaries entered into a 60-month finance lease for copier equipment, with
lease payments commencing in 2025 and the lease expiring In 2030. The lease Is classified as a finance
lease under ASC 842, Leases, because ownership of the equipment transfers to the Organization upon
completion and satisfaction of the agreement’s terms. At lease commencement, the Organization
recorded a right-of-use (ROU) asset and commesponding lease liability of approximately $830,000,
measured at the present value of future minimum lease payments using a discount rate of approximately
4%. The ROU asset is amortized on a straight-line basis over the 60-month lease term, and interest
expense on the lease liability is recognized using the effective interest method.

The finance lease ROU asset, net of accumulated amortization of approximately $84,000 at

December 31, 2025, is included in property and equipment, net, on the accompanying consolidated
balance sheets. The current portion of the related lease liability of approximately $192,000 is included in
other current liabilities, and the noncurrent portion of approximately $570,000 is included in other long-

term liabilities.
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Total finance lease cost for the year ended December 31, 2025, consisted of amortization expense of
approximately $84,000 and interest expense of approximately $16,000.

Future minimum lease payments under the finance lease are as follows (in thousands):

nding D
2026 3 193
2027 186
2028 166
2029 166
2030 121
Total undiscounted lease payments 832
Less: imputed interest (70)

$ 762
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Note 8 ~ Long-Term Debt, Net

Long-term debt, net as of December 31 consists of the following (in thousands):

2025 2024
Obligated group
Series 2024 Tax-Exempt Fixed-Rate Revenue and Refunding
Bonds (Series 2024 Bonds) due 2044, principal due in annual
installments and fixed interest of 5.00% due seml-annually
(effective yields ranging from 2.87% to 4.05%); secured by deeds of
trust. $ 79,215 $ 81,685
Nonobligated
Note payable to Lument due 2050, principal and interest of 3.07%
due in monthly instaliments of $53; insured by U.S. Department of
Housing and Urban Development under Section 232, pursuant to
Section 223(f); secured by deed of trust. 11,003 11,299
Note payable to Lument due 2047, principal and interest of 2.45%
due in monthly instaliments of $32; insured by U.S. Department of
Housing and Urban Development under Section 232, pursuant to
Section 223(f); secured by deed of trust. 6,495 6,715
96,713 96,699
Unamortized premiums 7,405 7,798
Unamortized defemred financing costs (2,212) (2,323)
101,906 105,174
Less current maturities, net of premiums and deferred
financing costs of $268 and $281 in 2025 and 2024, respectively (3,393) (3,268)
$ 98,513 3 101,906

Maturities, excluding unamortized premiums and deferred financing costs of 5.2 million, of long-term

debt are as follows (in thousands):

Year Ending December 31,

2026 $ 3,125
2027 3,270
2028 3,421
2029 3,577
2030 3,748
Thereafter 78,672

$ 96,713
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The total amount of long-term debt supported by direct placement agreements as of December 31, 2024,
was approximately $17.9 million. Eskaton and Subsidiaries paid fees on its direct placement facility with
Truist Commercial Equity, Inc. of 1.501% per annum, plus a percentage of one-month Secured Overnight
Financing Rate {SOFR). These fees are included in interest and amortization expense in the
accompanying consolidated statements of operations and changes in net assets. During 2024, the long-
term debt supported by direct placement agreements was refinanced with proceeds from the Series 2024

Bond issuance.

Interest and amortization expense related to long-term debt for the years ended December 31 comprises
the following (in thousands):

2025 2024
Obligated Group
Interest on bonds and notes $ 3,682 $ 3,888
Letter of credit and other financing fees 16 41
Amortization of debt issuance costs 84 139
Amortization of right-of-use assels 27 -
Nonobligated
Interest on bonds and notes 614 628
Amortization of debt issuance costs 27 26
Amortization of right-of-use assets 23 -
$ 4,473 $ 4,722

The Series 2024 Bonds, Series 2022 Bonds, Series 2013 Bonds, and Series 2012 Bonds are subject to
restrictive covenants contained in the Master Indenture (amended and restated September 1, 2024). The
Series 2022 Bonds are also subject to additional covenants contained in the direct placement agreement
with Truist Commercial Equity, inc. Under the Master Indenture, Eskaton and Subsidiaries is required to
maintain certain deposits with a trustee that are included in assets limited as to use. The Master
Indenture and related direct placement agreement also, among other things, require Eskaton and
Subsidiaries to maintain specified debt service coverage ratios and days cash on hand, place limits on
Eskaton and Subsidiaries on the incurrence of additional long-term debt, and require Eskaton and
Subsidiaries to report material adverse changes. Management believes Eskaton and Subsidiaries was in
compliance with the various covenants as of and for the year ended December 31, 2025.

The notes payabie to Lument are also subject to restrictive covenants, including the requirement to
maintain certain deposits with the lender. Such deposits include mortgage insurance premiums, property
taxes, and property insurance escrow accounts. The lender also holds reserve accounts for capital
replacement reserves and residual receipts. All such escrow accounts and reserve accounts are included
in assets limited as to use. Disbursements from the reserve accounts for the proper purpose may be
made only after receiving consent in writing from the U.S. Secretary of Housing and Urban Development.

The note payable to First Republic Bank was repaid in January 2024,
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The Serles 2022 Bonds were held by Truist Commercial Equity, Inc. under a direct placement agreement
expiring August 31, 2029. The Series 2022 Bonds, as well as the Series 2012 Bonds and Series 2013
Bonds, were refinanced with proceeds from the Series 2024 Bonds, which are not subject to a direct
placement agreement, in September 2024.

Note 8 — Retirement Plans

Eskaton and Subsidiaries had a defined benefit cash balance pension plan (the Pension Plan) whereby a
participant’s monthly rate of retirement benefits equaled one twelfth of the amount determined in
accordance with the Pension Plan provisions. A participant could elect an optional form of benefit,
including a single lump-sum payment. The Pension Plan covered all employees of Eskaton and
Subsidiaries, EPI, EVGV, EVR, EVP, ELGB, EFWL, Eskaton Foundation, and LD who had attained the
age of 21 after completion of one year of service in which the employee completed 1,000 hours of
service. The Pension Plan required five benefit years to vest.

Eskaton and Subsidiaries aiso maintained a Supplemental Executive Retirement Plan (SERP) that
provided supplemental funds for retirement or death for selected key employees of Eskaton and
Subsidiaries in the event that the Pension Plan benefits of such individuals were less than the specified
target. The SERP was a nonqualified plan intended to meet the requirements of an ineligible deferred
compensation plan as described in Section 457(f) of the Internal Revenue Code of 1986. The benefits
under the SERP were offset by certain portions of the Pension Plan. It was expected over time that the
benefits payable from the SERP would be nearly completely offset by the cash balance pension plan.

The Pension Plan was frozen effective December 31, 2022, and management anticipates formally
terminating the plan during 2026, although the actual tenmination date may extend to a future period. No
additional employee service credits were accrued after December 31, 2022, and no additional interest
credits accrued beyond the liquidating lump sum distributions, qualified retirement plan rollovers, and
annuity purchases that occurred during 2024, As a replacement for the Pension Plan, the Organization
began offering participation in a 401(k) retirement plan (the Eskaton 401(k) Plan) to substantially all
employees beginning January 1, 2023. Employees are eligible to participate in the Eskaton 401(k) Plan
upon reaching age 18 and 90 days of eligible service. Employee deferral amounts are subject to Intemal
Revenue Service annual limitations. The Eskaton 401(k) Plan provides for employer matching
contributions of up 1o 4% of employee compensation with immediate vesting.

Effective January 1, 2025, the Organization replaced the SERP with an unfunded, nonqualified deferred
compensation plan {the Eskaton deferred compensation plan) intended to meet the requirements of
Section 457(f) of the Internal Revenue Code of 1986. Like the SERP it replaced, the Eskaton deferred
compensation plan is available to select key employees of Eskaton and Subsidiaries. As of December 3,
2025, deferred compensation benefits of approximately $0.2 million had been accrued.
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The following table presents the changes in the benefit obligations, fair value of assets, and funded status
of the Pension Plan and SERP as of December 31 (in thousands):

Eskaton Retirement Plan SERP
2025 2024 2025 2024

Benefit obligation, beginning of year $ - $ 24,630 $ - $ 1,268

Interest cost - 472 - B3

Benefits paid - {1,858) - (182)

Plan termination lump sum payments - (15,081) - -

Plan termination annuity purchase - (8,624) - -

Plan amendmant - - - (1.314)

Actuarial loss - 459 - 165
Benefit obligation, end of year $ - $ - $ - $ -
Fair value of assets, beginning of year % 631 $ 26,085 $ - -3 -

Retum on plan assets 20 127 - -

Reversion to plan sponsor (851) - - -

Benefits paid - (1,858) - -

Plan termination lump sum payments - (15,081) - -

Plan termination annuity purchase - (8.624) - -
Fair value of assels, end of year $ - $ €631 $ - $ -
Funded status at end of year

(recognized in funded pension

obligation in the consolidated

balance sheets) $ - $ 631 $ - § -

The accumulated benefit obligation for the Pension Plan was $0 as of December 31, 2025 and 2024, due
fo the liquidating lump sum distributions, quallfied retirement plan roflovers, and annuity purchases that
occurred during 2024, For the year ended December 31, 2024, the Pension Plan experienced losses of
$0.5 million related to changes in the benefit obligation primarily due to changes in interest rates and
assumptions pertaining to termination measurements. Termination measurements were applied upon
freezing the plan in 2022, again in 2023 upon the Organization terminating the employment of several
hundred plan participants in conjunction with the sale of its three standalone skilled nursing care centers,
and again in 2024 upon the liquidating distributions that occurred in preparation for final plan termination.
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Net periodic benefit cost recognized and other changes in plan assets and benefit obligations, which are
excluded from excess (deficiency) of revenues, gains, and other support over expenses, in 2025 and
2024, are as follows (in thousands):

Eskaton Retirement Plan SERP
2025 2024 2025 2024
Interest cost $ - $ @2y s - $ (83)
Expected retum on plan assels - 421 - -
Amortization of net gain (loss) - {(77) - 120
Curteilment charge - - - 1.314
Settlement charge - (7.095) - 1,525
Net periodic benefit cost recognized - (7,223) - 2,896
Other changes in plan assets and
benefit obligations recognized in net
assels (deficit) without donor restrictions
Net actuarial gain (toss) - (875) - 1,028
Impact of curtailment accounting - - - (1,314)
Impact of seftlement accounting - 7.085 - (1,525)
Total recognized in net assels
(deficit) without donor restrictions - 6,420 - (1,811)
Total recognized in net periodic benefit
cost and net assets (deficit)
without donor restrictions $ - $ (803) $ - 8 1,085
Weighted-average assumptions used are as follows:
Eskaton Retirement Plan SERP
2025 2024 2025 2024
Discount rate - benefit obligation n/a nfa na n‘a
Discount rate - benefit cost n/a 5.74% n/a 5.20%
Expacted rate of return on plan assets nia 4.50% n/a n/a
Rate of compsensation increase nfa n/a nfa n/a

Eskaton and Subsidiaries’ expected rate of return on plan assets is based on the portfolio as a whole and
not on the sum of the returns on individual asset categories. The return is based exclusively on historical

returns, without adjustments.

Measurement date — The measurement date used to determine pension benefit measures for the plans
is December 31.

Cash flows — Eskaton and Subsidiaries expects no further contributions to the Pension Plan or SERP
during the fiscal year ending December 31, 2026.
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As of December 31, 2024, all benefit obligations have been liquidated in the form of lump sum
distributions, qualified retirement plan rollovers, or annuities purchased on behalf of Pension Plan
participants. The $0.6 million that remained in the Pension Plan at Decembert 31, 2024, was reverted to
the Organization during 2025. Any remaining funds are expected to be disbursed and the plan fully
terminated and closed during 2026, although the final distribution and actual termination date may extend
fo a future period.

Plan assets — Eskaton and Subsidiaries’ investment policy for the retirement plans states the overall
investment objectives of the accounts. it also contains a target asset mix and asset mix restrictions, which
in combination with the skills of each investment manager should achieve these objectives.

The objectives of the account are expected to be pursued as a long-term goal designed to maximize the
returns without exposure to undue risk. Each investment manager’s greatest concern is expected to be
the long-term appreciation of the assets and consistency of total portfolio returns. Management expects
the account to exceed (net of fees) the composite benchmark relevant to the target asset allocation
defined in the investment policy.

Target Asset Mix Table
Overall Portfolio
Minimurn Targei Maximum
Asset class percentage percentage percentage
Domestic equities 30% 45% 60%
Real estate 0% 5% 10%
International equities 10% 15% 20%
Domestic fixed income 15% 25% 35%
Alternative investments 0% 10% 20%

The asset allocations of plan assets as of December 31, 2024, are as follows (in thousands):

Fair value measurements at reporting date using

Quoted prices
in aclive markets Significant other Significant
December 31, for identical cbservable unobservable

2024 assets (Level 1) inputs {Level 2) inputs (Level 3)

Cash $ 21 3 21 $ - ] -
Mutual funds 610 610 - -

Total assets In the falr value

hierarchy $ 631 $ 631 $ - $ -

There were no significant transfers between plan assets with inputs with quoted prices in active markets
for identical assets (Level 1) and assets with inputs with significant other observable inputs (Level 2)
during the years ended December 31, 2025 and 2024.
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Note 10 - Continuing Care Retirement Communities

Eskaton Village Carmichael — Eskaton Village Carmichael (EVC}) is a licensed continuing care
community offering independent living, assisted living for those residents needing assistance with two or
more of the activities of daily living and residents with cognitive impairments, and skilled nursing for all
other residents. EVC Is located on a 37-acre parcel of land in Carmichael, California, and consists of the

following living units:

Number of
Unit type units
Apartments 201
Cottages 94
Assisted living 38
Assisted living — special care unit 20
Skilled nursing 35

Residents of EVC's apartments and cottages pay a membership or entrance fee and sign a membership
or residence agreement, which has been approved by the Continuing Care Contracts Branch of the
California Department of Social Services. The nonrefundable membership agreement results in a
payment to the resident only from reoccupancy proceeds of that apartment or cottage. Residents may
resell their membership to another qualified individual, and Eskaton and Subsidiaries receives a transfer
fee of 10% of the original membership fee amount, capped at a maximum of 10% of the new sales price.
In addition, appreciation in excess of the original membership fee amount is shared equally between the

resident and Eskaton and Subsidiaries.

The Reutlinger Community — TRC is a 60-bed skilled nursing and 92-unit assisted living and memory
care facility in Danville, California. Beginning December 5, 2016, TRC was certified by the State of
Califomia Department of Social Services with a provisional license to operate as a CCRC and enter
continuing care contracts with the residents of the community. A permanent license was issued to TRC in

2018.

TRC receives an entrance fee when residents enter into a continuing care agreement. The continuing
care agreement is inclusive of care and services, as defined in the agreement. in exchange for a fixed
entrance fee and monthly resident service fees, the resident has the right to occupy a unit and continue
using the services of the community during his or her lifetime.

CCRC membership and entrance fees provide residents with material rights that are treated as
performance obligations satisfied over time as services are rendered. EVC's refundable residence
agreement requires an entrance fee, which is deferred and amortized on a straight-line basis over the life
expectancy of the residents. Refundable entrance fees totaled $1.1 million and $0.7 million as of

December 31, 2025 and 2024, respectively.

32



Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

The change in deferred entrance fees during the years ended December 31 consists of the following
activity (in thousands):

2025 2024
Balance, beginning of year $ 8,718 $ 8,729
New fees received 880 1,145
Appreciation of resale contracts 820 959
Amortization of fees (2,276) (1,997)
Other (305) (118)
Balance, end of year $ 7,937 $ 8,718

Eskaton and Subsidiaries is obligated to provide future services and the use of the CCRC communities to
residents. Resldents are charged monthly maintenance fees, which are used to pay routine operating
expenses. Management has determined that the deferred revenue from unamortized membership and
entrance fees and future monthly service fees exceeds the present value of the net cost of future services
and use of the CCRC communities to be provided to residents as of December 31, 2025 and 2024,
discounted at 3.61% and 4.27%, respectively, for both EVC and TRC. Accordingly, Eskaton and
Subsidiaries has not recorded a liabllity to provide future services as of December 31, 2025 and 2024.

Note 11 —~ Self-Insured Employee Health and Workers’ Compensation

Eskaton and Subsidiaries is self-insured for employee health and workers' compensation up to $175,000
and $1 million per claim, respectively. Eskaton and Subsidiaries maintains stop-loss insurance paolicies for
employee health and workers' compensation with a limit of $0 per claim and statutory limits, respectively.
Accruals have been made for estimated liabilities, including estimates for incurred but not reported
claims. Eskaton and Subsidiaries has recorded a liability of $1.1 million and $1.9 million as of

December 31, 2025 and 2024, respectively, in relation to employee health. Eskaton and Subsidiaries has
recorded a liability of $5.5 million and $6.0 million as of December 31, 2025 and 2024, respectively, in
relation to workers’ compensation. Eskaton and Subsidiaries s required to participate as a member in the
State of California Self-Insurers’ Security Fund, a not-for-profit mutual benefit corporation, to secure its
liabilities for self-insured workers’ compensation. In Eskaton and Subsidiaries’ past experience, no claims
have been made against this financial instrument. Management does not expect any material foss to
result from this off-balance-sheet instrument because performance is not expected to be required and,
therefore, is of the opinion that the fair value of this instrument is zero. Any related insurance recovery
receivables are recorded as due from liability insurer in the accompanying consolidated balance sheets.
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Note 12 - Professional Liability Insurance

Eskaton and Subsidiaries maintains claims-made commercial professional liability insurance coverage
with California Healthcare Insurance Company covering losses up to $5 million per claim, annual
aggregate of $15 million, with a $25,000 deductible per claim. Eskaton and Subsidiaries also purchases
excess professional liability insurance coverage of $10 million per claim and $10 million aggregate over
the primary insurance coverage limits. Eskaton and Subsidiaries has recorded a liability of $2.2 million
and $2.2 million for the tail exposure as of December 31, 2025 and 2024, respectively and is recorded as
professional liability in the accompanying consolidated balance sheets. In accordance with ASC 954-450,
Health Care Entities—Contingencies, Eskaton and Subsidiaries has also recorded a liability of

$3.0 million and $3.5 million as of December 31, 2025 and 2024, respectively, for estimated claim
liabilities insured under its liability policy which is Included in other current liabilities in the accompanying
consolidated balance sheets. $2.2 million is recorded as professional liability, while $3.0 million and

$3.5 million are recorded as other current liabilities as of December 31, 2025 and 2024, respectively. Any
related insurance recovery receivables are recorded as due from liability insurer in the accompanying

consolidated balance sheets.

Note 13 - Commitments and Contingencies

Various legal settlements were reached that resulted in professional fees expense of $0 and $2.0 miliion
in the accompanying consolidated statements of operations and changes In net assets for the years
ended December 31, 2025 and 2024, respectively.

Eskaton and Subsidiaries is a defendant in other various legal actions arising from its normal conduct of
business. It is the opinion of Eskaton and Subsidiaries’ management, after consulting with legal counsel,
that the outcome of such matters will not have a material adverse effect on the consolidated financial
position or results of operations of Eskaton and Subsidiaries.

Note 14 — Concentrations of Credit Risk

Eskaton and Subsidiaries’ financial instruments that are exposed to concentrations of credit risk consist
primarily of bank demand deposits in excess of Federal Deposit Insurance Corporation (FDIC) and
Security Investor Protection Corporation (SIPC) limits and its accounts receivable.

Eskaton and Subsidiaries’ operating facilities are located primarily in the Sacramento, California,
metropolitan area. Eskaton and Subsidiaries grants credit without collateral to its patients and residents,

most of whom are insured under third-party payor agreements.
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Accounts receivable, net from patients and third-party payors as of December 31 are as follows (in
thousands):

2025 2024
Medicare $ 1,103 $ 671
Medi-Cal 491 544
Other third-party payors 1,379 1,404
Patients and residents 1,145 958
Balance, end of year $ 4,118 $ 3,577

The beginning and ending confract balances for accounts receivable, net, were as follows:

December 31, December 31, December 31,
2025 2024 2023
Accounts receivable, net $ 4,118 $ 3,577 $ 6,588

Note 15 ~ Natural and Functional Expenses

The consolidated financlal statements report certain expense categories that are attributable to more than
one service or support function. Therefore, these expenses require an allocation on a reasonable basis
that is consistently applied. Costs not directly attributable to a function including depreciation, interest and
amortization, and insurance and other are allocated to a function based on a units-of-service basis.
Expenses related to providing these services for the years ended December 31, including expenses
attributable to discontinued operations of $0 and $2.2 million for the years ended December 31, 2025 and
2024, respectively, are as follows (in thousands):

Year Ended December 31, 2025

Program Services Supporl Services
Home
Health Resldential Community Based General &
Services Sernvices Services Services Fundralsing Admin TOTALS
Salaries and wages $ 9,288 % 38,480 $ 40 $ 178 $ 138 $ 17,198 § 83,310
Employee benefils 2,688 11,827 20 57 M 3,067 17,704
Professional fees 678 505 - - 3 1,243 2,329
Supplies 398 6,502 . - 2 653 7,453
Purchased services a58 5470 276 - - 4,928 11,632
Anciilary costs 1,868 a2 - - - - 2,189
Utifties 366 4,013 - 3 1 1,352 5,735
insurance and other 185 1,036 80 4 45 4,583 5,943
Depreclation 858 7,903 - - - 1,072 9,033
Interest and amorilzation 125 4,088 - - 249 4473
Total expenses ] 17,119 $ 77,536 $ 426 § 242 $ 230 $ 34,245 $ 129,788




Eskaton and Subsidiaries
Notes to Consolidated Financial Statements

Year Ended December 31, 2024

Program Services Support Services
Homs
Heatth Resldental Community Bassd Ganeral &
Services Services Services Services Fundralsing Admin TOTALS
Salaries and wages $ 9,080 $ 35,491 $ 153 $ 225 $ 110 5 18,731 $ §3,780
Employee banefits 2,762 10,079 44 v 35 5.636 18,633
Professional foes 1,693 1.354 - - 3 3.430 6,480
Supplies 415 5745 - 2 4 604 8,770
Purchased sarvices 1.031 6,097 - 35 7 5,086 12,256
Ancillary costs 1,678 369 - - - - 2,047
Utilitles 389 3,689 1 10 - 1,518 5,817
Insurance and other 804 1,167 b1 N 49 3.982 6.084
Depreciation 878 7.227 - - - 933 8,838
Interest and amortlzation 157 4,142 - - - 423 4,722
Total expenses 3 18,697 ] 75,560 $ 2%9= § 380 $ 208 § 40,343 $ 135437

Note 16 — Liquidity Disclosure

As of December 31, 2025 and 2024, Eskaton and Subsidiaries has a working capital surplus of
$59.8 million and $54.6 million, and average days' cash on hand of 225 and 191 days, respectively.

Financial assets available for general expenditure within one year of the consolidated balance sheet date
consist of the following (in thousands) as of December 31:

2025 2024
Cash and cash equivalents $ 18,380 $ 18,157
Investments 56,066 46,736
Accounts receivable, net 4,118 3,577
Other receivables 5,656 6,764
Notes receivable - 3,900
$ 84,222 $ 79,134

Eskaton and Subsidiaries manages its liquidity by developing annual operating budgets that provide
sufficient funds to support operating expenditures, liabilities, and other obligations. Eskaton and
Subsidiaries’ cash needs are expected to be met through operating revenue sources.

Note 17 — 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.
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Note 18 — Discontinued Operations

On September 28, 2023, the Organization sold the real property owned and operated by EPI as three
standalone skilled nursing care centers for $35.6 million. Additionally, on December 15, 2023, EPI ceased
operations of its medical homecare service provider, Eskaton Home Healthcare. Both events represent a
strategic shift in the Organization's operations, with the divestiture of its healthcare businesses creating
opportunity for additional investments in the residential hospitality core of Eskaton and Subsidiaries’

business.

The operating results of the divested healthcare businesses are presented separately in the
accompanying consolidated statements of operations and changes in net assets as (loss) income from
discontinued operations. The major classes of revenues and expenses included in (foss) income from
discontinued operations for the years ended December 31 are as follows (in thousands):

2025 2024

Net patient service revenue 3 - $ (41)
Home based services - (38)
Other, net - 26
Salaries and wages - (1)
Employee benefits - (245)
Professional fees - (1,172)
Supplies - {25)
Purchased services - (155)
Ancillary costs - 2
Utilities - (19)
insurance and other - {597)
Loss on disposal of assets - (67)

Loss from discontinued operations $ - 3 (2,332)

Note 19 - Subsequent Events

Subsequent events are events or transactions that occur after the consolidated balance sheet date, but
before consolidated financial statements are issued. Eskaton and Subsidiaries 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. Eskaton and Subsidiaries’
consolidated financial statements do noi 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 consoclidated financial statements are issued.
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The Organization ceased operations of its nonmedical homecare service provider, Live Well At Home,
effective February 3, 2026. Management had explored partnering with other regional homecare providers
to enhance and expand Live Well At Home's services and coverage area, but ultimately decided to
discontinue its nonmedical homecare operations.

Subsequent events have been evaluated through April 17, 2026, which is the date the consolidated
financial statements were issued.
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Eskaton and Subsidiaries

Eskaton Consolidating Schedule — Balance Sheet
Year Ended December 31, 2025

(In Thousands)

Assets

Current assels
Cash and cash equivalents
Investmants
Accounts raceivable, net
Deposits and prepaid expenses
Due from related parties

Total cutrernt assets

Other assels
Total assets

Liabliitles and Net Assets {Deficit)

Current liabilities
Accounts payable
Accrued hiabilities:
Payroll and payroll taxes
Vacation
Due to related parlies

Total cument lisbilities

Nel assets (deficit)
Nel assets (defici) without donor restrictions

Total net assets (deficlt)
Total iabilities and nel assets {(deficit)

Adult Day Live Wall At Eskaton
Parent Health Care Home Eliminations Combined

56 $ - 120 $ 176
5,370 - - 5,370
- - 46 46

. - 1 1
74) - - {74)
5362 - 167 5519
1,284 - - 1,284
6636 § - 167 § $ 8,803
- § ) - 3 $ %)

. - 7 7

- - 24 24
4.880 578 914 8,372
4,880 573 945 6,398
1,756 (573) (778) 405
1,756 (873 (778) 405
6636 § - 8 167 § $ 6,803
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Eskaton and Subsidiaries

Eskaton Consolidating Schedule — Operations and Changes

in Net Assets (Deficit)

Year Ended December 31, 2025

(In Thousands)
Adult Day Live Wett At Eskaton
Parent Henlth Care Home Eliminations Combined
Nat assals (deficit) without donor restrictions
Revenue, gains, and other support
Home based services s H - % B2 5 - 782
Total mvenues, geins, and other support - - 782 - 782
Expenses
Ssleries and weges 82 - 484 - 588
Employes bensfits 40 - 153 - 193
Supplies t - 2 - 3
Purchased services 294 . 103 - 397
Utilities - - 3 - 3
Insurence and other 4 - 51 - 95
Depreciation - - 22 - Yz
Tols! operating expenses 461 - 818 - 1279
Investrent income i ) 93 - - 93
Other - - {32) 132y
Total nonaperating 23 (32) 61
Deficiency of revenuas, gains, and other support cver expenses {368) (68) (436}
Transfars between related entities 4311 4311
Change in nel asssts without donor restrictions 3,843 {68) - 3,875
Net assets (deficit) without
donor restrictions, beginning of year [2,187) (573) {710} - (3470)
Net assets (deficit) without
donor restrictions, end of year $ 1756  $ {573) & {778) § - 405
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Eskaton and Subsidiaries
Eskaton Consolidating Schedule — Cash Flows
Year Ended December 31, 2025

(In Thousands)
Adult Day Live Well At Eskaton
Parent Heslth Care Homs Eliminations Combined
Changp in net assels (deficit) $ 3,843 68) $ $ 3,875
Adjushments ta reconclie change in net assals
to net cash used in operating activities
Depreciation - 22 22
Net reglized and unrenlized gain on investmants B2 - 82
Transfers betwaen relsted entities {4,311} - {4,311)
{Gain)loss an disposal of property and equipment - 32 32
Change in operating assets and kiabilities
Change in receivables 6 27 33
Changs in deposiis and prepald expenses 215 5 280
Change in sccounts payable - @) (]
Change in accrued fiabiliies 19 {32) (41)
Net cash used in operating activities {14) (21} (35)
Purchase of investmenis (6,208) (6,208)
Pioceeds from sale of investmants 780 - 780
Net cash used in invesling activities {5.418) - 15.418)
Nest change in due to/due from related entities 5444 81 5505,
et cash used in financing aclivities 5444 61 5 605
Net increase in cash, cash equivalenis and restricted cash 12 40 52
Cash, cash equivalents and restricted cash, beginning of year 44 80 124
Cash, cash squivalents and restricted cash, end of year $ 56 $ 120 § § 176
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Eskaton and Subsidiaries
Supplementary Information — Social Responsibility (Unaudited)
Years Ended December 31, 2025 and 2024

Eskaton and Subsidiaries supports community charitable organizations and other not-for-profit aging
services organizations that provide services to older adults, through financial contributions to those
organizations. In addition, Eskaton and Subsidiaries provides the following community service programs:

Resident Assistance Funds — Eskaton and Subsidiaries contributes funds to and solicits donations to
various resident assistance funds that provide help to older adults who ¢an no longer afford the monthly
fees associated with their care and do not have sufficient family resources to cover the full cost of
services. Residents are screened based on income, net assets, and family resources. Eligible residents
are provided a monthly assistance stipend to supplement available income as necessary.

Friendship Line — Eskaton has parinered with Institute on Aging to bring a free and confidential,
volunteer-driven call hub to our community. The Friendship Line makes and receives calls from older
adults who are combating loneliness and are seeking social connection.

For over forty-five years, Friendship Line has been a vital lifeline for people aged 60 years and older and
adults living with disabilities to connect with a caring, compassionate voice ready to listen and provide
emotional support.

Social Responsibility Costs — The Organization considers the actual costs of charitable community
organizations and aging services organization sponsorships, and actual costs, net of any reimbursement,
of providing community service programs, to be social responsibility. The level of social responsibility
provided for the years ended December 31 is measured as follows (dollar amounts in thousands):

2025 2024
Community sponsorships $ 62 $ 91
Aging services sponsorships 215 229
Resident Assistance Funds 637 673
Community outreach 208 394
Total 3 1,212 $ 1,387
Community service program operating statistics
Resident Assistance Funds
Months of assistance 142 164
Residents assisted 16 21




Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global network of
Baker Tilly International Ltd., the members of which are separate and independent legal enfities. Baker Tilly US, LLP is a
licensed CPA firm that provides assurance services to its clients. Baker Tilly Advisory Group, LP and its subsidiary entities
provide fax and consulting services to their clients and are not licensed CPA firms.
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Report of Independent Auditors

The Board of Directors
Eskaton, Eskaton Village Carmichael, and The Reutlinger Community

Report on the Audit of the Financial Staternents
Opinion
We have audited the accompanying financial statements of Eskaton, Eskaton Village Carmichael,

and The Reutlinger Community, which comprise the confinuing care liguid reserve schedules,
Form 5-1 through Form 5-5, as of and for the year ended December 31, 2025.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
continuing care liquid reserves of Eskaton, Eskaton Village Carmichael, and The Reutlinger
Community as of and for the year ended December 31, 2025, in conformity with the liquid reserve
requirements of California Health and Safety Code Section 1792.

Basts for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of Eskaton, Eskaton Village Carmichael, and The Reutlinger Community
and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Basis of Accounting

We draw attention to the basis of accounting used to prepare the financial statements. The financial
statements are prepared by Eskaton, Eskaton Village Carmichael, and The Reutlinger Community 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 principies 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.

Responsibilities of Management 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 1792,
and for the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to

fraud or erraor.

Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global network of Baker Tilly
Internationat Lid., the members of which are separate and Independent legal entities. Baker Tilly US, LLP is a licensed CPA firm that
vides assurance services to its clients. Baker Tilly Advisory Group, LP and its subsidiary entities provide tax and consulling services

{o their clients and are no! licensed CPA firms.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than one resulting from error, as fraud may include
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS, we:
» Exercise professional judgment and maintain professional skepticism throughout the audit.

» Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

« Obtain an understanding of internal control relevant to the audit 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 Eskaton, Eskaton Village Carmichael, and The Reutlinger
Community’s internal control. Accordingly, no such oplinion is expressed.

s Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the

financial statements.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Eskaton, Eskaton Village Carmichael, and The Reutlinger
Community’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal

control —related matters that we identified during the audit.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements, as a
whole. The accompanying Statement of Cash Flows — Direct Method; Supplementary Form 5-1 —
Reconcilistion to Audit Report; Supplementary Form 5-4 — Reconciliation to Audit Report;
Supplementary Form 5-5 — Description of Reserves Under SB 1212; and Supplementary Form 5-5 -
ALATU — Composition of Assets, presented as supplementary schedules, are presented for the
purpose of additional analysis and are not a required part of the 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 financial statements. The information
has been subjected to the auditing procedures applied in the audit of 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 auditing standards generally
accepted in the United States of America. In our opinion, the 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 Eskaton, Eskaton Village Carmichael, The Reutlinger Community, and the California Department
of Sacial Services, and is not intended to be, and should not be, used by anyone other than these
specified parties.

b Tty 05, 007

San Francisco, California
April 27, 2026
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Eskaton, Eskaton Village Carmichael, and The Reutlinger Community
Form 5-5
Annual Reserve Certification
Year Ended December 31, 2025

FORM 5-5: ANNUAL RESERVE CERTIFICATION

Provider Name: Eskaton

Fiscal Year Ended: December 31, 2025

We have raviewed our debt service reserve and operating expense reserve requirements-as of, and for the
period ended December 31, 2025, and are in compliance with those requiremenlts.

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

Amount
[1] Debt Service Reserve Amount $ - 6,554,000
[2] Operating Expense Reserve Amount $ 5,392,000
[3] Total Liquid Reserve Amount: | $ 11,946,000 |

Qualifying assets sufficient to fulfill the operating reserve and debl service requirements, based on market value
at end of fiscal year where applicable, are held as follows:

Qualtfylng Asset Description Debt Service Reserve Dperating Reserve
[4] Cash and Cash Equivalenis - $ 17.248;000
[5] Investment Securilles - - $ .
6] Equity Securities § 6,100,000 $ 44,657,000

[7} Unused/Available Lines of Credit -

[8] Unused/Available Letters of Credit = S
{9] Debt Service Reserve $ 551,000 (not applicable}
[10] Other.

Qualifying assets used in these reserves are described as follows:

Total Amount of Qualifying Assets

Listed for Reserve Obligation: [11] $ 6651000 [12] $ 81,805,000
Reserve Obligation Amount:  [13] $ 6,554,000 [14] § 5,392,000
Surplus/({Deficlency): [15) 5 ‘97,000 [16] § 56,513,000

Signature: £
/ / a"/‘/
XA o - Date: __ Acril 27 2028
(Authorized Represenigiive)

Chief Financial Officer -
(Title)
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Eskaton, Eskaton Village Carmichael, and The Reutlinger Community
Note to Continuing Care Liquid Reserve Schedules
December 31, 2025

Note 1 — Basis of Accounting

The accompanying reserve reports have been prepared in accordance with the provisions of Health and
Safety Code Section 1792 administered by the State of California Department of Social Services and are
not intended to be a complete presentation of Eskaton’s, Eskaton Village Carmichael's, and The
Reutlinger Community's assaets, liabilities, revenues, and expenses. Where not otherwise stated, the
accompanying reserve reports include Eskaton, The Reutlinger Community, and the Obligated Group
members of Home Office, Eskaton Monroe Lodge, Eskaton Lodge Cameron Park, Eskaton Gold River
Lodge, Eskaton Village Carmichael, Eskaton Village Grass Valley, and Eskaton Village Roseville.
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Eskaton, Eskaton Village Carmichael, and The Reutlinger Community

Statement of Cash Flows — Direct Method

December 31, 2025

Cash flows from operating activities
Cash received from ILU contract residents
Cash received from ALU contract residents
Cash received from noncontract residents
Cash received from other revenue
Cash received from nonoperating income
Cash pald for interest
Cash paid for other operating expenses

Net cash provided by operating activities

Cash flows from investing activities
Purchases of investments
Proceeds from sale of investments
Expenditures for capital maintenance

Net cash used in investing activities

Cash flows from financing activities
CCRC contracts refunded
Change in deposits on unoccupied CCRC units
Principal payments on long-term debt
Change In due from related party - current year cash flow

Net cash used in financing activities.
Net change in cash
Cash, cash equivalents, and restricted cash at December 31, 2024

Cash, cash equivalents, and restricted cash at December 31, 2025

PROVIDER: Eskaton

COMMUNITY: Eskaton Village Carmichael

$ 25,914,000
268,000
14,787,000
2,291,000
219,000
(1,370,000)
(31,083,000)

11,026,000
(1,573,000)

1,354,000
(7,047,000)

(7,266,000)

(152,000)
19,000
(879,000)

(2,748,000)
(3,760,000)

2,000

$ 2,000

13



Eskaton, Eskaton Village Carmichael, and The Reutlinger Community

Statement of Cash Flows — Direct Method

December 31, 2025

Cash flows from operating activities
Cash received from ALU contract residents
Cash received from SNF contract residents
Cash received from noncontract residents
Cash received from other revenue
Cash received from investment income
Cash paid for interest
Cash paid for other operating expenses

Net cash used in operating activities

Cash flows from investing activities
Proceeds from sale of assets limited as to use
Purchases of investments
Proceeds from sale of investments
Expenditures for capital maintenance

Net cash provided by investing activities

Cash flows from financing activities
Change in due from related party - current year cash flow

Net cash provided by financing activities
Net change in cash
Cash, cash equivalents, and resfricted cash at December 31, 2024

Cash, cash equivalents, and restricted cash at December 31, 2025

PROVIDER: Eskaton

COMMUNITY: The Reutlinger Community

8,664,000
560,000
9,076,000
374,000
41,000
(217,000)

(20,845,000)

(2,347,000)

1,160,000
(584,000)
163,000

(563,000)

176,000

2,278,000

2,278,000

107,000

1,679,000

1,786,000
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Eskaton, Eskaton Village Carmichael, and The Reutlinger Community
Supplementary Form 5-1 — Reconciliation to Audit Report
December 31, 2025

Cash payments for interest - Obligated Group {per consolidated

financial statements) $ 4,090,000

Less: Cash payments for interest on lease obligations {6,000)

Cash paid for interest $ 4,084,000

15



Eskaton, Eskaton Village Carmichael, and The Reutlinger Community
Supplementary Form 5-4 — Reconciliation to Audit Report

December 31, 2025
Cash received from noncontract residents (per Statement of Cash Flows - Direct Method) $ 14,787,000
Cash received from other revenue (per Statement of Cash Flows - Direct Method) 2,291,000
Less: Cash receipts from Contributions {383,000)
Reimbursements for services to persons who did not have a CCRC contract $ 16,695,000
independent living relmbursements for services to noncontract residents $ 661,000
Assisted living reimbursements for services to noncontract residents 5,443,000
Skilled nursing reimbursements for services to noncontract residents 8,683,000
Reimbursements for nonresident services 1,908,000
Reimbursements for services to persons who did not have a CCRC contract $ 16,695,000
—————— —————§
PROVIDER: Eskaton
COMMUNITY: Eskaton Village Carmichael

16



Eskaton, Eskaton Village Carmichael, and The Reutlinger Community
Supplementary Form 5-4 — Reconciliation to Audit Report (Continued)

December 31, 2025
Cash received from noncontract residents (per Statement of Cash Flows - Direct Method) $ 9,076,000
Cash received from other revenue (per Statement of Cash Fiows - Direct Method) 374,000
Less: Cash receipts from conlributions (152,000)
Reimbursements for services fo persons who did not have a CCRC contract $ 9,298,000
Assisted living reimbursements for services to noncontract residents $ -
Skilled nursing reimbursements for services to nancontract residents 9,076,000
Reimbursements for nonresident services 222,000
Reimbursements for services to persons who did not have a CCRC contract $ 9,298,000
PROVIDER: Eskaton
COMMUNITY: The Reutlinger Community

17
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Eskaton, Eskaton Village Carmichael, and The Reutlinger Community
Supplementary Form 5-5 - ALATU — Composition of Assets

December 31, 2025
U.S. Treasury
Notes,
Government

Securities, and

Cash and ST Other Corporate

Total Investments Debt Securities
2024 Bonds Project Fund $ 14,133,384 $ 14,133,384 $ -
EVP FHA Loan 452,786 452,786 -
ELGB FHA Loan 739,901 739,901 -

TOTAL ASSETS LIMITED AS TO USE $ 15,326,071 $ 15,326,071 $

PROVIDER: Eskaton
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Baker Tilly Advisory Group, LP and Baker Tilly US, LLF, trading as Baker Tilly, are members of the global network of
Baker Tilly International Ltd., the members of which are separate and independent legal entities. Baker Tilly US, LLP is a
licensed CPA firm that provides assurance services to its clients. Baker Tilly Advisory Group, LP and its subsidiary entities
provide tax and consulling services to their clients and are not licensed CPA firms.



PART 6
CONTINUING CARE RETIREMENT COMMUNITY
DISCLOSURE STATEMENT




State of Califomnia — Health and Human Services Agency California Department of Social Services

CONTINUING CARE RETIREMENT COMMUNITY
DISCLOSURE STATEMENT

Date Prepared: 4/23/2026

Facility Name: The Reutlinger Community
Address: 4000 Camino Tassajara | Zip Code:94506 Phone925-648-2800
Provider Name:

Eskaton

Facility Operator: The Reutlinger Community
Religious Affiliation: Jewish

Year Opened: 1994 # of Acres:6.3 Miles to Shopping Center:1 Miles to Hospital:5
@ Single Story  Multi-Story Q Other:
Number of Units:152
Residential Living Number of Units Health Care Number of Units
Apartments — Studio: Assisted Living: 64
Apartments — 1 Bdrm: Skilled Nursing: 60
Apartments — 2 Bdrm: Special Care: 28
Cottages/Houses: Description:

RLU Occupancy (%) at Year End:N/A

Type of Ownership: @ Not for Profit Accredited? Q Yes By:
Q For Profit @ No
Form of Contact: @ Continuing Care Q Life Care Entrance Fee W Fee for Service
(Check all that apply) Q Assignment of Assets O Equity QO Membership O Rental
Refund Provisions: O Refundable 0 90% Q0 50%
(Check all that apply) U Repayable a75% @ Other:Fully Amortized
Range of Entrance Fees: $5,000 - $5,000

Long-Term Care Insurance Required? QOYes @ No

Health Care Benefits Included in Contract:None

Entry Requirements: Min Age:N/A Prior Profession:N/A Other:N/A

Resident Representative(s) to, and Resident Members on, the Board:
(briefly describe provider's compliance and residents’ roles):

Please see alttachment to disclosure worksheet

lfége_‘l of 5



State of California — Health and Human Services Agency California Department of Social Services

All providers are required by Health and Safety Code section 1789.1 to provide this report to prospective
residents before executing a deposit agreement or continuing care contract or receiving any payment. Many
communities are part of multi-facility operations which may influence financial reporting. Consumers are
encouraged to ask questions of the continuing care retirement community that they are considering and to
seek advice from professional advisors.

Facility Services and Amenities

a . . i

C(;\":Z:?ti:\;e Available :::vfgg Services Available "::':::d Fg::r)g;a
Beauty/Barber Shop a %] Housekeeping (____Times/ 7] Q
Billiard Room a Q Month at $ each)
Bowling Green a Q Meals (3_/Day) 2 0
Card Rooms a Q  Special Diets Available @ 0
Chapel a a
Coffee Shop @ a 24-Hour Emergency Response a o
Craft Rooms @ a .
Exercise Room Q Acﬂv:Fl-e's Program a Q
Golf Course Access O Q All Utilities Exc.:ept Phone ] a
Library @ o Apartment Maintenance W a
Putting Green Qa a C.able v ) @ U
Shuffieboard 0 0 Lfnens Furnished ;] a
Spa 0 O Lmeps Ijaundered i Q
Swimming Pool — 0 a Medl.catlon Managel?nf,-nt a
indoor Nursing/Wellness Clinic 2 Q
Swimming Pool — 0 O Personal H?me Care )
Outdoor Transportat!on — Personal ] Q
Tennis Court a 0 Transportation — Prearranged a Q
Workshop 0 0 Other: Wellness Prog. O
Other: Art Room a

LIC 9273 (7/23) h " Page20f5



State of California — Health and Human Services Agency California Department of Social Services

Provider Name:Eskaton{The Reutlinger Community)

Affiliated CCRCs Location (city, state) Phone (with area code)
Eskaton Village Carmichael Carmichael, CA 916-974-2000

Multi-Level Retirement

Communities Location (city, state) Phone (with area code)
Eskaton Village Grass Valley Grass Valley, CA 530-273-1778
Eskaton Village Roseville Roseville, CA 916-789-7831
Eskaton Village Placerville Placerville, CA 530-295-3400
Eskaton Granite Bay Granite Bay, CA 916-789-0326
Free-Standing Skilled Nursing Location (city, state) Phone {with area code)
Subsidized Senior Housing Location (city, state) Phone (with area code)

NOTE: Please indicate if the facility is a life care facility.

LIC 9273 (7/23) " Page 30f5



State of California — Health and Human Services Agency

California Department of Social Services

Provider Name:Eskaton(The Reutlinger Community)

Income and Expenses [Year] 2022 2023 2024 2025
Income from Ongoing Operations
Operating Income
(Excluding amortization of entrance fee
income) 153,525 122,363 125,957 127,053
Less Operating Expenses
(Excluding depreciation, amortization,
and interest) 155,738 115,537 119,665 116,202
Net Income From Operations (2,213) 6,826 6,292 10,761
Less Interest Expense (5,029) (5,179) (4,828) (4,755)
Plus Contributions 734 3,589 388 476
Plus Non-Operating Income
(Expenses)
(Excluding extraordinary items) (13,369) 7,991 (50) 7,988
Net iIncome (Loss) Before Entrance
Fees, Depreciation And Amortization (19,877) 13,227 1,802 14,470
Net Cash Flow From Entrance Fees
(Total Deposits Less Refunds) 3,541 1,058 2,657 2378
Description of Secured Debt (as of most recent fiscal year end)
Outstanding Interest Date of Date of Amortization
Lender Balance Rate  Origination Maturity Period
2024 Bonds 79,215,000 5% Sep-2024 2044 20 years
Financial Ratios (see flast page for ratio formulas)
CCAC Medians 50th
Financial Ratios [Year] Percentile (optional) 2023 2024 2025
Debt to Asset Ratio 41.34% 46.25% 44.12%
Operating Ratio 98.65% 98.84% 95.27%
Debt Service Coverage Ratio 1.90 1.19 2.81
Days Cash On Hand Ratio 223 178 210
LiC 9273 (7/23) - - "~ Page4of5



State of California - Health and Human Services Agency California Department of Social Services

Provider Name:Eskaton(The Reutlinger Community)

Historical Monthly Service Fees (Average Fee and Change Percentage)

Residence/Service [Year] 2022 % 2023 % 2024 % 2025 %
Studio N/A N/A ]NIA —F\I/A N/A N/A  |N/A N/A
One Bedroom N/A N/A IN/A IF\VA N/A N/A [N/A N/A
Two Bedroom N/A N/A  [N/A N/A  |N/A N/A leA N/A
Cottage/House N/A N/A |N/A N/A  [N/A N/A IN/A N/A
Assisted Living 7,696 5.0% I8,234 7.0% (8,811 7.0% 16,186 -30%
Skilled Living 13,262 |[5.0% |14,198 |[7.0% [15,195 |7.0% (15,798 [4.0%
Special Care 9,329 5.0% (9,982 7.0% |10,681 [7.0% |7,924 -26%

Comments from Provider:

Financial Ratio Formulas

Long-Term Debt to Total Assets Ratio Operating Ratio
Total Operating Expenses - Depreciation
Long Term Debt, less Current portion Expense - Amortization Expense
Total Assets Total Operating Revenues — Amortization

of Deferred Revenue

Debt Service Coverage Ratio Days Cash On Hand Ratio
Total Excess of Revenues Over Expenses Unrestricted Current Cash & Investments
+ Interest, Depreciation, and Amortization + Unrestricted Non-Current Cash and
Expenses + Amortization of Deferred Revenue Investments

+ Net Proceeds from Entrance Fees
(Operating Expenses - Depreciation -

Annual Debt Service 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.

LIC 9273 (7/23) ‘Page 5 of 5



ESKATON
THE REUTLINGER COMMUNITY

Addendum to Continuing Care Retirement Community Disclosure Statement Page 3

Additional Multi-Level Retirement Communities

Community Location(City, State)  Phone{with area code)
Eskaton Gold River Gold River, CA 916-852-7900

Additional Independent Living Communities
Community Location(City, State) Phone(with area code)

Eskaton Land Park Sacramento, CA 916-441-1015



ESKATON
THE REUTLINGER COMMUNITY
ATTACHMENT TO DISCLOSURE WORKSHEET

RESIDENT REPRESENTATIVE TO THE BOARD: The Eskaton Village Carmichael Resident
Council (EVC Resident Council) elects a non-voting representative to the Eskaton Board of
Directors (CCRC Representative) to serve a two year term. The CCRC Representative attends the
four quarterly board meetings of Eskaton, including the full agenda of the annual Eskaton Board
Retreat. The CCRC Representative is excluded only from executive sessions of the Eskaton Board.
The CCRC Representative reports Eskaton Board actions and discussions back to the EVC Resident
Council on a quarterly basis.

RESIDENT MEMBER OF THE BOARD: The EVC Resident Council nominates one voting
resident (CCRC Director) to serve a nine year term on the Eskaton Board of Directors. The CCRC
Director attends the four quarterly board meetings of Eskaton, including the full agenda of the
annual Eskaton Board Retreat. The CCRC Director is not excluded from executive sessions of the
Eskaton Board.



PART 7
REPORT ON CCRC MONTHLY CARE FEES
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ATTACHMENT TO FORM 7-1
REPORT ON CCRC MONTHLY CARE FEES
EXPLANATION FOR INCREASE IN MONTHLY CARE FEES
THE REUTLINGER COMMUNITY

The goal of The Reutlinger Community’s annual budgeting and rate setting process is to establish a
financial plan that is sufficient to meet the needs of its residents and support the mission of the organization.

The Reutlinger Community’s rate setting methodology is derived from a process that considers the
anticipated cost of providing care and services, reasonable operating margins necessary to ensure the
sustainability of the community, and the organizational mission. The cost of providing care and services
is analyzed in the annual budget process. This budget process starts with the historic costs of providing
care, which are then adjusted for known and anticipated changes expected in the budget period.
Contractual obligations and market factors are considered when estimating the costs of providing care.
After the expense budget is established, an analysis of monthly rates is performed to ensure that the rates
are adequately adjusted to cover the anticipated changes in future operating costs. Monthly care fees were
increased by 7% for all levels of care in 2024. Anticipated cost increases included higher labor costs and
normal inflationary cost increases related to purchases of supplies and services.

Labor costs were expected to increase in excess of 4% in 2025 due to standard merit-based increases.

Supplies and purchased service costs were estimated to increase commensurate with the consumer price
index, which as of October 2024 (the period when the budget was finalized) reflected an increase of 2.4%
in the Bay Area where the community is located.

The projected 2025 net operating deficit shown on the following page is expected to be remedied through
an emphasis on marketing, leading to growth in the community’s occupancy and a gradual increase in
revenue until positive net operating income is achieved. Having positive net operating income will allow
the community to reinvest in the physical plant, thereby maintaining the quality of the facility for current
residents and ensuring the continued marketability of the community to prospective residents.
Additionally, positive net operating income ensures that the community will be able to fund unexpected
costs or capital needs, and continue its mission to enhance the quality of life of seniors through innovative
health, housing and social services.



FORM 7-1 ATTACHMENT
FISCAL YEAR 2025 MONTHLY CARE FEE INCREASE (MCFI) (in thousands)

THE REUTLINGER COMMUNITY
2023 2024 2025

1 |2023 Operating Expenses (audited) (23,003)
2 |2024 Operating Expenses (21,745)
3 |Projected 2025 Operating Expenses (23,841)
4 |Projected 2025 Revenue without a MCFI 22,161
5 |Projected 2025 Net Operating Loss without a MCFI (1,680)
6 |Projected 2025 Revenue with MCFI 22,220
7 |Projected 2025 Net Operating Loss After MCFI (1,621)

Monthly Care Fee Increase (AL): 0.0%
Monthly Care Fee Increase (SNF): 4.0%

Notes:




