M WESLEY

Community - Choice - Continuing Care

January 31, 2023

Eric Hernandez, Program Manager

Certificate of Need Program

Department of Health

111 Israel Road Southeast

Tumwater, WA 98501

Via email: fsl@doh.wa.gov; erichernandez@doh.wa.gov>

Dear Mr. Hernandez:

Attached please find a copy of the certificate of need application of Wesley Homes Hospice,
LLC to establish a CN approved hospice agency in Pierce County.

The appropriate review and processing fee of $21,968 was sent to the Certificate of Need
Program via Federal Express on Thursday, January 26. The tracking number is
855950591267. It arrived at the CN on Friday morning, January 27, and was signed for by
K. Plat.

Please do not hesitate to contact me if you have any questions or require any additional
information.

Sincerely,

( 32; | QA\_,./

Kevin Anderson,
President & Chief Executive Officer



Certificate of Need Application
Hospice Agency

Certificate of Need applications must be submitted with a fee in accordance with Washington

Administrative Code (WAC) 246-310-990.

Application is made for a Certificate of Need in accordance with provisions in Revised Code of
Washington (RCW) 70.38 and WAC 246-310, rules and regulations adopted by the Washington State

Department of Health. [ attest that the statements made in this application are correct to the best of

my knowledge and belief.

Signature and Title of Responsible Officer:

A}
1

Kevinl Anderson,
President & Chief Executive Officer

Email Address:
KAnderson@WesleyHomes.org

Date: January 26, 2023

Telephone Number: 206-870-1100

Legal Name of Applicant:

Wesley Homes Hospice, LLC

Address of Applicant:

815 South 216t Street
Des Moines, WA 98198

Provide a brief project description:

Wesley Homes Hospice, LLC is an existing
Medicare certified/Medicaid certified hospice
agency serving King County, with CN approval
we will expand the existing agency into Pierce
County.

[ New Agency
X Expansion of Existing Agency
1 Other:

Estimated capital expenditure: $0

Identify the county proposed to be served for this project. Note: Each hospice application must be
submitted for one county only. If an applicant intends to obtain a Certificate of Need to serve more

than one county, then an application must submitted for each county separately.

Pierce County




M \WESLEY

Wesley Homes Hospice, LLC

Establishment
of a
Medicare/Medicaid Certified Hospice Agency
in
Pierce County

January 2023



APPLICANT DESCRIPTION

1. Provide the legal name(s) and address(es)of the applicant(s).
Note: The term “applicant” for this purpose includes any person or individual
with a ten percent or greater financial interest in the partnership or
corporation or other comparable legal entity as defined in WAC 246-310-

010(6).

The legal name of the applicant is Wesley Homes Hospice, LLC. Wesley Homes Hospice,
LLC’s (WHH) parent is Wesley Homes Community Health Services (CHS), which is a
subsidiary of Wesley Homes Corporation (Wesley). Wesley and its subsidiaries are mission
driven, not-for-profit organizations that provide a network of services offering a continuum
of care for older adults. Wesley is affiliated with the Pacific Northwest Conference of the
United Methodist Church.

WHH is CN approved to provide hospice services in King County. The proposed Pierce
County hospice services will be an extension of our King County hospice agency and will be
operated out of:

18000 72nd Ave S Ste 217
Kent, WA, 98032-1035

2. Identify the legal structure of the applicant (LLC, PLLC, etc.) and provide the
Unified Business Identifier (UBI).

WHH, CHS and Wesley are not-for-profit organizations. WHH’s UBI number is
604058745.

3. Provide the name, title, address, telephone number, and email address of the
contact person for this application.

The contact person for this application is:

Melinda Moore, BSN RN, Executive Director
Wesley Homes Community Health Services
815 South 216t Street
Des Moines, WA 98198
(206) 870-1118; MMoore@WesleyHomes.org



http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-800
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-800
http://www.pnwumc.org/
http://www.pnwumc.org/
mailto:MMoore@WesleyHomes.org

4. Provide the name, title, address, telephone number, and email address of the
consultant authorized to speak on your behalf related to the screening of this
application (if any).

Lisa Hoffmann Grundl
Health Facilities Planning & Development
120 1st Ave West
Suite 100
Seattle, WA 98119

5. Provide an organizational chart that clearly identifies the business structure of
the applicant(s).

Organizational charts for both Wesley and Wesley Homes Community Health Services
are included in Exhibit 1.

6. Identify all healthcare facilities and agencies owned, operated by, or managed
by the applicant or its affiliates with overlapping decision-makers. This should
include all facilities in Washington State as well as out-of-state facilities. The
following identifying information should be included:

. Facility and Agency Name(s)

. Facility and Agency Location(s)

. Facility and Agency License Number(s)

. Facility and Agency CMS Certification Number(s)

. Facility and Agency Accreditation Status

. If acquired in the last three full calendar years, list the corresponding
month and year the sale became final

. Type of facility or agency (home health, hospice, other)

All of the requested information is included in Table 1. None of the facilities listed below
has been acquired in the last three full years.



Table 1

Licensed and Certified Facilities and Entities Owned and Operated
by Wesley Homes Corporation

License Medicare Medicaid
Name License Type Provider Provider
Number
Number Number
Wesley Homes In Home 50-1543 2098216
Hospice, LLC and Services, (hospice) (hospice)
Wesley Homes at Hospice and [HS.FS.60276500 50-7092 9062811
Home, LLC Home Health (home health) | (home health)
In Home
Wesley Homes Services- Home
Community Health | Care and Home |IHS.FS.00000028 NA NA
Services Health (non-
Medicare
Wesley Homes
Health Center, Des Nursing Home 1382 50-5475 8450807
Moines
Wesley Lea Hill
Rehabilitation & Nursing Home 1551 50-5528 2085577
Care Center
Terrace Assisted Boarding Home-
Living, Des Moines Des Moines 1824 N/A N/A
The Arbor at Wesley Boardine Home-
Homes Lea Hill, & 1964 N/A N/A
Auburn
Auburn
Wesley Homes .
Bradley Park, Boarding Home- 2520 NA N/A
Puyallup
Puyallup
Wesley Homes .
Tehaleh, Bonney Boarding Home- 2607 NA N/A

Lake

Bonney Lake




PROJECT DESCRIPTION

1. Provide the name and address of the existing agency, if applicable.
The name and address of WHH is:

18000 72nd Ave S Ste 217
Kent, WA, 98032-1035

2. If an existing Medicare and Medicaid certified hospice agency, explain if/how
this proposed project will be operated in conjunction with the existing agency.

WHH will serve Pierce County under our current license (IHS.FS.60276500) and
certification.

3. Provide the name and address of the proposed agency. If an address is not yet
assigned, provide the county parcel number and the approximate timeline for
assignment of the address.

Our current location will serve as the home address for the Pierce County operations as
well:

18000 72nd Ave S Ste 217
Kent, WA, 98032-1035

4. Provide a detailed description of the proposed project.

WHH received CN approval in 2015 to provide hospice services in King County and began
providing Medicare and Medicaid certified hospice services in late 2017. On April 8, 2020,
within weeks of the Governor’s Proclamation 20-36, WHH, in support of existing hospice
providers and persons and families in need of hospice in Pierce County, began serving
Pierce County. WHH continued to admit patients and provide services in Pierce post end of
the waiver, and specifically until our 2022 CN request to serve Pierce was denied. We are
no longer serving Pierce County.

The record should reflect that WHH met 100% of all general CN criteria in the 2022
concurrent review process; but under the interpretation of superiority that the Program
elected to use, WHH ranked number four; and only three applicants were approved. WHH
subsequently concluded that a number of assumption errors were made in that superiority
analysis and appealed the 2022 CN decision. Because we continue to receive requests for
service from Pierce County residents and providers on a nearly weekly basis, we have
elected to submit again in this 2023 cycle.



5. Confirm that this agency will be available and accessible to the entire
geography of the county proposed to be served.

WHH will be available and accessible to the entirety of Pierce County.
6. With the understanding that the review of a Certificate of Need application

typically takes at least six to nine months, provide an estimated timeline for
project implementation, below:

Event Anticipated Month/Year
CN Approval October/November 2023
Design Complete (if applicable) N/A

Construction Commenced* (if applicable) NA

Construction Completed™ (if applicable) NA

Agency Prepared for Survey NA

Agency Providing Medicare and Medicaid hospice | January 1, 2024

services in the proposed county.

The WAC defined date for the Program’s issuance of the CN analysis is mid-September. In
order to be conservative, we have assumed a January 1, 2024, CN approved start date. The
reality is that because we will be utilizing our current license and certification to serve
Pierce, we are fully prepared to commence CN approved services immediately following a
CN decision.



7. Identify the hospice services to be provided by this agency by checking all
applicable boxes below. For hospice agencies, at least two of the services
identified below must be provided.

v’ Skilled Nursing v Durable Medical Equipment

v" Home Health Aide IV Services

v’ Physical Therapy v Nutritional Counseling

v Occupational Therapy v' Bereavement Counseling

v Speech Therapy v' Symptom and Pain Management

Respiratory Therapy v' Pharmacy Services

v" Medical Social Services v Respite Care

v’ Palliative Care v’ Spiritual Counseling
Other (please describe): Patient and family education, assistance with personal
care and daily living activities such as eating, walking and dressing, trained
volunteer support, 24/7 on-call, and in-home respite services.

8. If this application proposes expanding an existing hospice agency, provide the
county(ies) already served by the applicant and identify whether Medicare and
Medicaid services are provided in the existing county(ies).

WHH currently serves King County. WHH is Medicare and Medicaid certified.
9. If this application proposes expanding the service area of an existing hospice
agency, clarify if the proposed services identified above are consistent with the

existing services provided by the agency in other planning areas.

The services offered in Pierce will be identical to the services offered in King County.



10.Provide a general description of the types of patients to be served by the agency
at project completion (age range, diagnoses, special populations, etc.).

WHH provides a full range of hospice services designed to meet the physiological,
psychological, social, and spiritual needs of people and their families facing the end of life
and bereavement. With this application, WHH is proposing to expand into Pierce County.
Consistent with: 1) the diagnoses and care needs of the terminal residents we serve in King
County and, 2) our nearly 3 year experience serving Pierce under the PHE, we expect to
care for patients with cancer, dementia, Parkinson’s disease, congestive health failure,
COPD, stroke, and renal failure, among other conditions. WHH is increasingly known for
and has developed strong expertise in hospice care for those with dementia and
Parkinson’s disease.

Dementia represents one of the fastest growing populations served by hospice. National
statistics indicate that dementia is the 6t leading cause of death in the United States. About
15.6% of hospice recipients during 2018 had some form of dementia as a primary
diagnosis, according to the National Hospice & Palliative Care Organization (NHPCO).
Dementia patients are often challenging to serve in hospice for a number of reasons,
including long lengths of stay.

The Parkinson’s Prevalence Study, a 2018 study of the Parkinson's Foundation, found that
the prevalence of Parkinson's disease is increasing. By 2030, it's estimated that 1.2 million
Americans will be living with the disease. This nearly doubles previous estimates. The
study predicted that nearly one million Americans over age 45 will be diagnosed with
Parkinson's by 2020, a number expected to rise to 1.24 million by 2030. It also found that
risk for everyone increases with age. The provision of optimal end-of-life care for people
living with Parkinson’s disease is challenging because the disease trajectory is longer and
less predictable than other progressive illnesses such as cancer. In advanced stages of
Parkinson’s disease, sufferers are also more likely to develop several co-morbidities and
complications, such as thrombosis, infections of the lung and urinary tract, and dementia.
To be successfully managed at home, hospice staff needs to be well trained and available
and accessible for both the dementia and Parkinson’s communities. Wesley has been
exceptionally successful in supporting these patients and their families.

In addition, and based on the location of our main campus in South King County and our
growing presence in Pierce County, we are aware that a number of ethnic and minority
groups use hospice at lower levels or are otherwise underserved by hospice. The Wesley
Corporation has a highly diverse employee base and provides comprehensive cultural
competency and outreach programs. These programs use our existing multicultural staff to
train other staff in recognizing and valuing different cultures, including various aging
beliefs and rituals surrounding death and dying. Our hospice patients and families have
been receptive to and comforted by having their beliefs and traditions represented by
caregiver staff.


https://www.nature.com/articles/s41531-018-0058-0

11.Provide a copy of the letter of intent that was already submitted according to
WAC 246-310-080 and WAC 246-310-290(3).

A copy of the letter of intent is included as Exhibit 2.

12.Confirm that the agency will be licensed and certified by Medicare and
Medicaid. If this application proposes the expansion of an existing agency,
provide the existing agency’s license number and Medicare and Medicaid
numbers.

WHH is already licensed by Washington State and CMS certified. The requested
information is:

IHS.FS: 60276500
Medicare #: 50-1543

Medicaid #: 2098216


http://app.leg.wa.gov/wac/default.aspx?cite=246-310-080
http://app.leg.wa.gov/wac/default.aspx?cite=246-310-290

Certificate of Need Review Criteria
A. NEED (WAC 246-310-210)

1. For existing agencies, using the table below, provide the hospice agency’s
historical utilization broken down by county for the last three full calendar
years. Add additional tables as needed.

Table 2 provides data for the period of 2020-2022. As the Program is aware these years
saw unprecedented impacts on the health care delivery system and health care staffing.

Table 2

WHH Historical Utilization, by County, 2019-2022
Year and 2020 2020 2020 2021 2021 2021 2022 2022 2022
County King Pierce Total King Pierce Total King Pierce Total
Total 98 17 115 117 47 164 78 39 117
Admissions
EZ;‘ZI Patient 4,091 621 4712| 5984 | 1311| 7295| 5078| 1484| 6562
Average Daily 11.2 1.7 12.9 15.2 4.8 20.0 13.9 4.1 18.0
Census
ALOS 41.7 36.5 41.2 51.1 27.9 44.4 65.1 38.1 56.1

2. Provide the projected utilization for the proposed agency for the first three full
years of operation. For existing agencies, also provide the intervening years
between historical and projected. Include all assumptions used to make these

projections.

The requested information is included in Table 3 below.




Table 3
WHH Intervening and Projected Utilization, by County, 2022 and 2023-2025

Intervening Projections
Year

Year and 2023 King | 2024 | 2024 | 2024 | 2025 | 2025 | 2025 | 2026 | 2026 | 2026
County King | Pierce | Total | King | Pierce | Total | King | Pierce | Total
Total 140 147 80 227 154 88 242 162 97 259
Admissions
Total 8,568 8,996 | 4,896 |13,892 | 9,446 | 5,386 | 14,832 | 9,919 | 5924 | 15,843
Patient
Days
ADC 23.47 24.6 13.4 38 259 14.8 40.6 27.2 16.2 43.4
ALOS 61.2 61.2 61.2 61.2 61.2 61.2 61.2 61.2 61.2 61.2

3. Identify any factors in the planning area that could restrict patient access to
hospice services.

WHH operated in Pierce County for nearly three years. This fact, along with our growing
retirement community presence in the County, has given us great insight into patient
access issues. We are also aware that a total of five new providers received CN approval
to serve Pierce County by late 2023; but we are still aware of a number of communities
that experience restricted access.

Pierce County’s most recent Community Health Needs Assessment (CHNA) documents
that life expectancy in Pierce County is about 1.3 years less than the State at large, and
that Black and American Indian or Alaska Native all had life expectancies even lower. It
also showed that cancer is the leading cause of death. Other top causes of death include
heart disease, COPD and Alzheimer’s disease.

As identified in Table 4 below, hospice utilization in Pierce County for specific ethnic and
racial groups is lower than the general population. If the penetration rate for these
ethnic and racial groups “matched” the general population’s penetration, 1,000 more
patients would be admitted for hospice in the County.



Table 4
Pierce County Hospice Utilization Rates

Hospice Deaths of Beneficiaries | Utilization
Admissions 2021 Rate
White 2,234 5,249 42.6%
Black 128 398 32.2%
Asian 98 268 36.6%
Hispanic or Latino 12 45 26.7%
North American Native 17 67 25.4%
Other 60 195 30.8%
Unknown 18 81 22.2%
Total 2,567 6,303 40.7%

The general Medicare population’s penetration rate in Pierce County for Medicare is also
less than the State average. Medicare Fee-For-Service data for Pierce County indicates
that hospice utilization for that cohort was below both the Washington State average
and the National average. If Pierce County were to achieve the Washington State rate in
2021, an additional 510 Medicare Fee for Service patients would have been served.

Finally, Wesley operates two retirement communities in Pierce County, and has plans for
several additional communities in the next few years. The two existing communities
include:

= Bradley Park, Puyallup offers independent and assisted living to approximately
210 residents including independent living and memory care. Wesley is also
undertaking a project of 32 additional independent living units and 36 skilled
nursing beds.

= Tehaleh, Bonney Lake opened in 2021. It offers independent living services to
residents, with an assisted living license pending.

These communities still report delays in access to hospice. These delays impact the
quality of life for our residents and made it challenging to provide the support needed.
We seek to make sure that access is improved at this very vulnerable time in life.

4. Explain why this application is not considered an unnecessary duplication of
services for the proposed planning area. Provide any documentation to
support the response.

There are currently eight existing and CN approved providers in Pierce County. One of the
existing providers, Kaiser, serves only their enrollees, and is not available to the general
population.



The CN Program’s methodology estimates a need for one additional provide, after taking
into account the CN approved providers in the 2023 cycle.

For all of the reasons detailed in response to Q3 above, we know, first-hand, that our new
agency will address the access gap and will not be unnecessary duplication. We
specifically have been incredibly conservative in our start-up volumes, acknowledging that
other providers will be in start-up as well.

5. Confirm the proposed agency will be available and accessible to the entire
planning area.

WHH will be available and accessible to the entirety of Pierce County; measured both
geographically and by race, ethnicity and special population (i.e.: dementia, Parkinson'’s
and the homeless).

6. Identify how this project will be available and accessible to under-served
groups.

One factor that makes us uniquely qualified to provide care in long-term care settings is our
expertise with a number of end-of-life conditions including late-stage dementia and late-
stage Parkinson’s. Earlier in this application, we provided data showing that these two
groups are challenging because their diseases do not follow a normal progression like
cancer typically does (making it harder to determine death within six months) and because
many of these patients have multiple co-morbidities. We will market these services in
Pierce and strive to enroll early, engage patients and/or families, and bring the expertise to
the family to support quality end of life care.

To increase enrollment of traditionally underserved groups, Wesley uses our multicultural
staff, Corporation-wide, to train other staff in recognizing and valuing different cultures,
including various aging beliefs and rituals surrounding death and dying. These employees
are also our ambassadors into their communities. Our staff is incredibly diverse, we have
large numbers of first-generation immigrant staff from the Ukraine, Philippines, and Kenya,
as well as staff from both Eastern and Western Africa, the Middle East, and a number of
Southeast Asian countries. The staff have been invaluable in helping with outreach and
supporting Wesley in assuring that culturally sensitive information is available and
accessible to these traditionally underserved groups.

WHH has an excellent working relationship with the existing providers in Pierce County; this
has been further strengthened by our collaborative work during the PHE over the past two years
to assure end of life patients requesting hospice receive quality, timely care. Most of WHH’s
patients admitted during the waiver period were direct diverts and referrals from the existing
hospice providers in Pierce County. WHH’s presence to date in Pierce County has not been a
duplication of services but served to improve access to hospice services to patients who would



otherwise not have received care. WHH plans to continue working collaboratively with existing
providers after CN approval as well. These relationships, along with Wesley’s growing
retirement community presence in Pierce County, has given us great insight into where patient
access is currently compromised and which obstacles, if not addressed, will continue to restrict
patient access.

Finally, our hospice programming also includes volunteer supported adjunct therapies, including
pet, music and massage therapy provided via a strong volunteer network. We also offer a Music
and Memory Program for Dementia patients. This not-for-profit program trains caregivers and
volunteers to help people in nursing homes and other care organizations, including hospice who
suffer from a wide range of cognitive and physical challenges to find renewed meaning and
connection in their lives through the gift of personalized music. Because our programs are
volunteer based, and even unique (Music and Memory), we are not duplicating existing services.

7. Provide a copy of the following policies:
= Admissions policy
= Charity care or financial assistance policy
= Patient Rights and Responsibilities policy
* Non-discrimination policy
Suggested additional policies include any others believed to be directly
related to patient access (death with dignity, end of life, advanced care
planning)

Copies of the requested policies are included in Exhibit 3.

8. If there is not sufficient numeric need to support approval of this project,
provide documentation supporting the project’s applicability under WAC
246-310-290(12). This section allows the department to approve a
hospice agency in a planning area absent numeric need if it meets the
following review criteria:
= All applicable review criteria and standards with the exception of
numeric need have been met;

= The applicant commits to serving Medicare and Medicaid patients; and

= A specific population is underserved; or

= The population of the county is low enough that the methodology has not
projected need in five years, and the population of the county is not
sufficient to meet an ADC of thirty-five.

There is numeric need. This question is not applicable.



B. FINANCIAL FEASIBILITY (WAC 246-310-220)

1. Provide documentation that demonstrates the immediate and long-range
capital and operating costs of the project can be met. This should include but is
not limited to:
. Utilization projections. These should be consistent with the
projections provided under the Need section. Include all assumptions.
. Pro Forma revenue and expense projections for at least the first three
full calendar years of operation using at a minimum the following
Revenue and Expense categories identified at the end of this question.
Include all assumptions.
. Pro Forma balance sheet for the current year and at least the first three
full calendar years of operation. Include all assumptions.
. For existing agencies proposing addition of another county, provide
historical revenue and expense statements, including the current year.
Ensure these are in the same format as the projections. For incomplete
years, identify whether the data is annualized.

The requested information is provided in Exhibit 4.

N

. Provide the following agreements/contracts:
Management agreement.
Operating agreement

. Medical director agreement

Joint Venture agreement

Note, all agreements above must be valid through at least the first three full
years following completion or have a clause with automatic renewals. Any
agreements in draft form must include a document signed by both entities
committing to execute the agreement as submitted following CN approval.

The Medical Director position is contracted. A copy of the existing medical director
agreement and Pierce County Addendum is included as Exhibit 5. There are no other
agreements.


http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-220

3. Provide documentation of site control. This could include either a deed to
the site or a lease agreement for the site.

If this is an existing hospice agency and the proposed services would be
provided from an existing main or branch office, provide a copy of the deed or
lease agreement for the site. If a lease agreement is provided, the agreement
must extend through at least the third full year following the completion of the
project. Provide any amendments, addendums, or substitute agreements to be
created as a result of this project to demonstrate site control.

If this is a new hospice agency at a new site, documentation of site control
includes one of the following:

a. An executed purchase agreement or deed for the site.

b. A draft purchase agreement for the site. The draft agreement must
include a document signed by both entities committing to execute the
agreement as submitted following CN approval.

c. An executed lease agreement for at least three years with options to
renew for not less than a total of two years.

d. A draft lease agreement. For Certificate of Need purposes, draft
agreements are acceptable if the draft identifies all entities entering into
the agreement, outlines all roles and responsibilities of the entities,
identifies all costs associated with the agreement, includes all exhibits
referenced in the agreement. The draft agreement must include a
document signed by both entities committing to execute the agreement
as submitted following CN approval.

The requested documentation is included in Exhibit 6.

4. Complete the following table with the estimated capital expenditure associated
with this project. Capital expenditure is defined under WAC 246-310-010(10). If
you have other line items not listed in the table, include the definition of the
line item. Include all assumptions used to create the capital expenditure
estimate.

There is no capital expenditure.

5. Identify the entity responsible for the estimated capital costs identified above.
If more than one entity is responsible, provide breakdown of percentages and
amounts for each.

There is no capital expenditure. This question is not applicable.


http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-803

6. Identify the amount of start-up costs expected to be needed for this project.
Include any assumptions that went into determining the start-up costs. Start-
up costs should include any non-capital expenditure expenses incurred prior
to the facility opening or initiating the proposed service. If no start-up costs
are expected, explain why.

WHH is simply expanding its current Medicare certified King County hospice agency into
adjacent Pierce County. There are no start-up costs.

7. Ildentify the entity responsible for the estimated start-up costs identified
above. If more than one entity is responsible, provide breakdown of
percentages and amounts for each.

The key contact for this application, Melinda Moore BSN RN, the Executive Director of
Wesley Homes Community Health Services and Jim Yamamoto, Vice President of Finance
determined that there would be no start-up costs required.

9. Explain how the project would or would not impact costs and charges for
healthcare services in the planning area.

There are no capital costs, and rates are established by payers, including Medicare, the
largest payer, not the provider.

Hospice care has also proven cost-effective. It reduces the total costs of care by reducing
hospitalizations and emergency room use. Research has documented that persons not
enrolled in hospice were more likely to die in the hospital or a skilled nursing facility than
those that selected the hospice benefit.1

A report published by the American Journal of Hospice and Palliative Care in 2019 found
that the average Medicare expenditures for patients treated in acute hospitals during the
last 180 days of life, far exceeds the hospice per diem cost.

In addition, hospice has also demonstrated savings to patients in terms of reduced out of
pocket expenses through coverage of medication related to the hospice diagnosis
(particularly for pain controlling medications) and medical equipment and supplies. For
these reasons, an adequate supply of hospice ice services in Pierce County will help reduce
the total cost of care for patients at end of life.

1 Association Between the Medicare Hospice Benefit and Health Care Utilization and Costs for Patients With
Poor-Prognosis Cancer, Ziad Obermeyer, MD, et. al, JAMA, November 12, 2014; (312(18): 1888-1896


https://www.ncbi.nlm.nih.gov/pmc/articles/PMC6610551/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC6610551/

9. Explain how the costs of the project, including any construction costs, will
not result in an unreasonable impact on the costs and charges for health
services in the planning area.

There are no capital expenditures for this project, as Wesley already has the infrastructure
(our existing hospice agency) in place that will allow us to expand immediately following
CN approval into Pierce County.

10.Provide the projected payer mix by revenue and by patients by county as
well as for the entire agency using the example table below. Medicare and
Medicaid managed care plans should be included within the Medicare and
Medicaid lines, respectively. If “other” is a category, define what is included
in “other.”

This information is provided in Table 5.

Table 5

Current and projected Payer Mix by County and Payer

King County Pierce County King County Pierce County
Current Current Projected Projected

% Of o % Of % By % Of % By % Of % By
Pa!yer Gross %o B_'y Gross Patient | Gross Patient | Gross Patient
Mix Patient

Revenue Revenue Revenue Revenue
Medicare 69.5% | 78.4% 98.0% | 96.0% 71.1% | 70.5% 71.0% | 64.6%
Medicaid 28.5% | 20.9% 0.0% 27.7% | 19.8% 24.7% | 23.1%
g;‘;’ate 2.0%| 0.7% 1.8% | 2.0% 12% | 5.3% 43% |  7.2%
Other 0.2% 2.0% 4.4% 5.1%
Total 100.0% | 100.0% | 100.0% | 100.0% 100.0% | 100.0% 100.0% | 100.0%

11.If this project proposes the addition of a county for an existing agency,
provide the historical payer mix by revenue and patients for the existing
agency. The table format should be consistent with the table shown above.

This information is included in Table 5 above.




12. Provide a listing of equipment proposed for this project. The list should
include estimated costs for the equipment. If no equipment is required,
explain.

Wesley defines equipment as a tangible asset with a cost of $5,000 or more. Under this
definition, and while we will purchase new laptops, cell phones etc., no new equipment is
proposed for this project.

13. Identify the source(s) of financing (loan, grant, gifts, etc.) and provide
supporting documentation from the source. Examples of supporting
documentation include: a letter from the applicant’s CFO committing to pay
for the project or draft terms from a financial institution.

There are no capital expenditures, and therefore no need for financing. This question is
not applicable.

14. If this project will be debt financed through a financial institution, provide
a repayment schedule showing interest and principal amount for each year
over which the debt will be amortized.

There are no capital expenditures, and therefore no need for financing. This question is

not applicable.

15. Provide the most recent audited financial statements for:
The applicant, and
Any parent entity responsible for financing the project.

The most recent audited financial statements are included as Appendix 1.



C. STRUCTURE AND PROCESS (QUALITY) OF CARE

(WAC 246-310-230)

1. Provide a table that shows FTEs [full time equivalents] by category for the
county proposed in this application. All staff categories should be defined.

Table 6 details the projected FTEs for the first three full years of operation for the Pierce

County operations.

Table 6

WHH Pierce County Projected FTEs

Position

FTE 2023 | FTE 2024 | FTE 2025 | FTE 2026
RN/LPN 0.0 1.68 1.85 2.03
HHA 0.0 0.54 0.59 0.65
Social Services 0.0 0.37 0.41 0.45
Volunteer Coordinator 0.0 0.27 0.30 0.32
Therapy (PT and OT) Contracted
Spiritual Care/Bereavement 0.0 0.37 0.41 0.45
Subtotal 0.0 3.22 3.56 3.90
Administrative
Executive Director 0.0 0.12 0.12 0.13
Director 0.0 0.35 0.36 0.37
Admin. Assistant/Billing 0.0 0.63 0.74 0.87
Clinical Director 0.0 0.27 0.30 0.32
Liaison 0.0 0.25 0.25 0.35
Subtotal 0.0 1.62 1.78 2.04
Total 0.0 4.84 5.34 5.94

Source: Applicant



2. If this application proposes the expansion of an existing agency into another
county, provide an FTE table for the entire agency, including at least the most
recent three full years of operation, the current year, and the first three full
years of operation following project completion. There should be no gaps in
years. All staff categories should be defined.

Staffing for the entire agency is included in Table 7 below.

Table 7
Total (King and Pierce) WHH FTEs
Position ZF(’)I‘ZEZ FTE 2023 ZF(')I‘ZEI- ZF(’)I‘ZES ZF(;I‘2E6

RN/LPN 3.0 3.0 4.8 5.1 5.4
HHA 0.9 0.9 1.5 1.6 1.7
Social Services 0.7 0.7 1.1 1.1 1.2
Volunteer Coordinator 0.5 0.5 0.8 0.8 0.9
Therapy (PT, OT, ST) Contracted
Spiritual Care/Bereavement 0.7 0.7 11 11 12

Subtotal 5.8 5.8 9.2 9.7 10.3
Administrative
Executive Director 0.34 0.34 0.34 0.34 0.34
Director 1.0 1.0 1.0 1.0 1.0
Admin. Assistant/Billing 1.3 1.3 1.85 2.0 2.16
Clinical Manager 0.5 0.5 0.8 0.8 0.9
Liaison 0.33 0.33 0.5 0.5 0.6

Subtotal 3.47 3.47 4.49 4.64 5.00
Total 9.27 9.63 13.69 14.34 15.3

Source: Applicant
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3. Provide the assumptions used to project the number and types of FTEs
identified for this project.

The staffing assumptions are provided in Exhibit 4.

4. Provide a detailed explanation of why the staffing for the agency is adequate for
the number of patients and visits projected.

WHH’'s staffing ratios are well in-line with national averages. In fact, WHH proposes lower
(better) staff to patient ratios for nursing and medical social work than the national
average. This is based on our experience that carrying a higher skilled nursing and social
work staff is often necessary to address the complex and changing needs of hospice
patients.

5. Provide the name and professional license number of the current or proposed
medical director. If not already disclosed under 210(1) identify if the medical
director is an employee or under contract.

WHH’s hospice medical director is Jude Gerard Verzosa, MD. Dr. Verzosa professional
license number is MD00042893. Dr. Verzosa’'s medical specialty is internal medicine. His
services are provided under agreement, A copy of the agreement is included as Exhibit 5

6. If the medical director is/will be an employee rather than under contract,
provide the medical director’s job description.

This question is not applicable.

7. ldentify key staff by name and professional license number, if known. If not yet
known, provide a timeline for staff recruitment and hiring (nurse manager,
clinical director, etc.)

Key staff are detailed in Table 7
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Table 7

Key Staff
Name Title DOH Credential
Number (if
applicable)
Melinda Moore, RN Executive Director RN00073794
Carl Ball, RN Clinical Director RN60148029
Michelle Elliott, MBA Director NA
Patricia Travi, RN Case Manager/Lead RN RN60091056
Alisa Murray, RN Hospice Nurse RN00150828
Ann Keller Sylvi Volunteer coordinator/Bereavement | NA
Soon Jung Chaplain NA
Jude Verosa, MD Medical Director MD00042893
Hospice Physician and Alternate
Maria Melendez, MD Medical Director MD60509455
Michael Sweeney Case Manager/RN RN00163676
Rebecca Kendziora Program Coordinator NA

Source: Applicant

8. For existing agencies, provide names and professional license numbers for

current credentialed staff.

The current credentialed staff are listed in response to Question 7 above.

9. Describe your methods for staff recruitment and retention. If any barriers to
staff recruitment exist in the planning area, provide a detailed description of

your plan to staff this project.

The larger Wesley system has been providing high quality care that meets the spiritual,
emotional and physical needs of King County’s elderly residents and their families since
1944. Today, Wesley operates on four campuses in King and Pierce Counties and offers
independent, assisted and skilled nursing services, as well as range of other outpatient

services.

Wesley also operates a Medicare certified home health and a home care agency. Each of

Wesley's services are operated in compliance with State licensing requirements, and where
applicable with Medicare and Medicaid Conditions of Participation.

As noted in earlier sections of this application, many health care providers, including
hospice agencies are challenged by staff shortages. WHH has also had challenges, but our
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Pierce County staffing will be shared with our King County agency. WHH also has home
health nurses that are also cross trained in hospice and can be shared between its hospice
and home health programs. This also helps with continuity of care as some patients can
have the same caregiver regardless of if they are in home health or hospice. Wesley is a
well-established, highly regarded long-term care provider.

The relatively small number of staff needed to expand into Pierce County, and our ability to
recruit from both King and Pierce Counties, has led us to conclude that we will be able to
recruit and retain the staff needed to support the Program.

10.Identify your intended hours of operation and explain how patients will have
access to services outside the intended hours of operation.

WHH’s hospice business hours are Monday through Friday from 8:30 a.m. to 5:00 p.m. In
addition, we have a Hospice nurse available 24 hours a day/7 days per week.

11.For existing agencies, clarify whether the applicant currently has a method for
assessing customer satisfaction and quality improvement for the hospice
agency.

WHH has a Hospice Quality Assurance Committee to oversee all quality assurance and
performance improvement activities including performance improvement projects,
problem/study selection activities, and patient, family, and caregiver satisfaction efforts.
WHH meets the CMS requirements for the Hospice Quality Reporting Program. QAPI
program results are included in the meeting agenda of the Wesley CHS Board of directors
(governing body). WHH home health program is awarded CMS 5- Star rating for Quality of
Patient Care through 2019, and also awarded Home Care Elite status for 2019. Patients
receiving hospice care from Wesley in Pierce County can expect the same exemplary
quality of care as we provide in our other services.
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12.For existing agencies, provide a listing of ancillary and support service
vendors already in place.

WHH’s CN approved agency in King County works closely with local physicians, hospitals,
family and other providers to ensure patients’ comprehensive medical, social, and spiritual
needs are met. We did the same during the nearly three-year timeframe we served Pierce
under the Governor’s Proclamation. We work closely with the following ancillary and
support providers:

Ancillary Services:
= Bellevue Health Care, Bellevue, WA (DME)

= Medtrak Services dba Elixir Overland Park, KS (PBM)

= TriMed Ambulance, Kent, WA

= Medline (nursing supplies)

= Functional Integrative Training, Sumner, WA (Physical Therapy)
= CareerStaff Unlimited, Tacoma, WA (OT and SLP)

= Matrixcare EMR

In addition, Wesley has established the below working relationships in Pierce County:

Facilities:
. MultiCare Good Samaritan Hospital
. MultiCare Tacoma General Hospital
. MultiCare Allenmore Hospital

. CHI Franciscan St Joseph Medical Center al
. CHI Franciscan St Elizabeth

. CHI Franciscan St Anthony

= CHI Franciscan St Clare

. Kaiser Permanente

= Life Care Center- South Hill

. Wesley Bradley Park

. Wesley at Tehaleh

Other Providers and Community Resources:

. Primary care and specialty providers

. Home Health agencies

. Pierce County Health and Human Services Departments
. Other long-term care providers

. Local Churches

13.1dentify whether any of the existing ancillary or support agreements are
expected to change as a result of this project.

None of the existing relationships or agreements are expected to change.
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14.For new agencies, provide a listing of ancillary and support services that will
be established.

This application does not propose a new agency, so this question is not applicable.
15.For existing agencies, provide a listing of healthcare facilities with which the
hospice agency has documented working relationships.
The list of healthcare facilities with whom Wesley has existing relationships is included in
response to Question 12 above.
16.Clarify whether any of the existing working relationships would change as a
result of this project.
None of the existing working relationships are expected to change as a result of this project.
17.For a new agency, provide the names of healthcare facilities with which the
hospice agency anticipates it would establish working relationships.
This question is not applicable
18.1dentify whether any facility or practitioner associated with this application
has a history of the actions listed below. If so, provide evidence that the
proposed or existing facility can and will be operated in a manner that ensures

safe and adequate care to the public and conforms to applicable federal and
state requirements. WAC 246-310-230(3) and (5)

a. A criminal conviction which is reasonably related to the applicant's
competency to exercise responsibility for the ownership or operation of a
hospice care agency; or
b. Arevocation of a license to operate a health care facility; or
c. Arevocation of a license to practice a health profession; or
d. Decertification as a provider of services in the Medicare or Medicaid
program because of failure to comply with applicable federal conditions
of participation.

Neither Wesley nor WHH has any history with respect to the actions noted in CN regulation
WAC 246-310-230.

25


https://apps.leg.wa.gov/wac/default.aspx?cite=246-310-230

19.Provide a discussion explaining how the proposed project will promote
continuity in the provision of health care services in the planning area, and
not result in an unwarranted fragmentation of services. WAC 246-310-230

Wesley is already a well-respected provider of long-term care services in Pierce and King
Counties and collaborates closely with local physicians, hospitals, and other providers to
ensure patients’ comprehensive medical, social, and spiritual needs are met. Extending
Wesley’s King County Hospice operations into Pierce County will enhance and promote
continuity in care delivery in Pierce County and support the needs of hospice patients and
their families overall. It will also specifically promote continuity of care for Pierce County
patients currently served by Wesley in its Pierce County facilities. This comprehensive
continuum of care ensures the provision of excellent, high quality, comprehensive and
compassionate care.

The proposed project will not result in duplication of services or unwarranted

fragmentation of care for all of the reasons outlined in the Need section of this application.

WHH will address the unmet need for hospice services in Pierce County. WHH'’s focus on
dementia, Parkinson’s and traditionally underserved groups will also address the
additional unmet need for these populations. The recently published Hospice Numeric

Need Methodology shows a need for 1 additional hospice agency in Pierce County in 2023.

WHH will work closely, and in partnership with existing providers to improve access and
provide services to underserved populations.

20.Provide a discussion explaining how the proposed project will have an
appropriate relationship to the service area’'s existing health care system as
required in WAC 246-310-230.

The proposed project will have an appropriate relationship with Pierce County’s existing
health care system. As noted elsewhere, we intend to continue to partner and support the
existing providers in Pierce County. Wesley is also an existing well-respected provider of
essential long-term care services in Pierce County and will leverage and build upon our
existing relationships to ensure coordination of its services throughout the Pierce County
system of care.
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21.The department will complete a quality-of-care analysis using publicly
available information from CMS. If any facilities or agencies owned or
operated by the applicant reflect a pattern of condition-level findings,
provide applicable plans of correction identifying the facility’s current
compliance status.

No facility or agency owned or operated by Wesley has a pattern of condition level findings.
22.1f information provided in response to the question above shows a history of
condition-level findings, provide clear, cogent and convincing evidence that
the applicant can and will operate the proposed project in a manner that
ensures safe and adequate care, and conforms to applicable federal and state

requirements.

This question is not applicable.
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D. COST CONTAINMENT
(WAC 246-310-240)

1. Identify all alternatives considered prior to submitting this project. At a
minimum include a brief discussion of this project versus no project.

WHH considered the following options:
1) Expand in Pierce County as a new agency, or
2) Expand our existing King County agency to also serve Pierce County.

2. Provide a comparison of the project with alternatives rejected by the
applicant. Include the rationale for considering this project to be superior
to the rejected alternatives. Factors to consider can include but are not
limited to: patient access to healthcare services, capital cost, legal
restrictions, staffing impacts, quality of care, and cost or operation
efficiency.

Create a new Pierce County Agency:

Establishing a new agency in Pierce County, was rejected. The timeline for licensure and
certification for a brand-new agency is estimated at 6-8 months longer, and it is also more
costly than expanding an existing agency, and the need in Pierce County is immediate.

Expand our current King County Agency into Pierce County:
The chosen option, expanding our existing King County agency is the preferred choice in
terms of:
= Access: An expansion agency will be able to immediately meet unmet need upon CN
approval. Because our existing King agency already served Pierce for nearly three
years through the waivers allowed due to the COVID PHE, we know this is a doable
and efficient means or providing services in Pierce County.
» Staffing impacts: Providing services to two counties through one agency will allow
for the highest level of staff coordination.
= Cost/Operational Efficiency: Through our existing King County agency,
administrative and clinical staff are already in place and duplication of costs can be
avoided by covering both counties from a single agency.

28


http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-240

3. If the project involves construction, provide information that supports
conformance with WAC 246-310-240(2):
= The costs, scope, and methods of construction and energy
conservation are reasonable; and
= The project will not have an unreasonable impact on the costs and
charges to the public of providing health services by other
persons.

This question is not applicable.

4. ldentify any aspects of the project that will involve appropriate
improvements or innovations in the financing and delivery of health
services which foster cost containment, and which promote quality
assurance and cost effectiveness.

WHH is already authorized to provide the full range of hospice services to patients in King
County. Expanding WHH’s ability to provide services in Pierce County will, first and
foremost, allow WHH to better address the identified need for hospice service in Pierce
County. Importantly, it will also promote both staff and system efficiency, making WHH’s
hospice agency more efficient and effective. As a CN approved agency, the Pierce County
operations will be able to market and invest in the staffing and outreach that will allow a
higher patient census than was able during the PHE; thereby better addressing the
significant unmet need and supporting operational efficiencies.

From a system and health care delivery perspective, Hospice is a very efficient way of
providing care to persons at end of life. It reduces the total costs of care by reducing
hospitalizations and emergency room use. Research has documented that persons not
enrolled in hospice were more likely to die in the hospital or a skilled nursing facility than
hospice beneficiaries, and costs in these settings are, of course, higher. In addition, hospice
has also demonstrated savings to patients in terms of reduced out of pocket expenses
through coverage of medication related to the hospice diagnosis (particularly for pain
controlling medications) and medical equipment and supplies.

HOSPICE AGENCY SUPERIORITY

In the event that two or more applications meet all applicable review criteria and
there is not enough need projected for more than one approval, the department uses
the criteria in WAC 246-310-290(11) to determine the superior proposal.

Multiple Applications in One Year
In the event you are preparing more than one application for different planning

areas under the same parent company - regardless of how the proposed agencies
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will be operated - the department will require additional financial information to
assess conformance with WAC 246-310-220. The type of financial information
required from the department will depend on how you propose to operate the
proposed projects. Related to this, answer the following questions:

WHH is not submitting more than one application for different planning areas.
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Exhibit 1

Organizational Charts
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Exhibit 2

Letter of Intent
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December 28, 2022

Eric Hérnandez, Manager

Certificate of Need Program

Department of Health

P.0. Box 47852

Olympia, WA 98504-7852

Via email: FSLCON@DOH.WA.GOV; eric.hernandez@doh.wa.gov

Dear Mr. Hernandez:

Wesley Homes Hospice, LLC (Wesley Hospice) submits this letter of intent to establish a
Medicare certified/Medicaid eligible hospice agency in Pierce County. The parent of Wesley
Hospice is Wesley Homes Community Health Services (CHS), which is a subsidiary of
Wesley Homes Corporation (Wesley). Wesley and its subsidiaries are mission driven, not-
for-profit organizations that provide a continuum of care for older adults.

In conformance with the requirements of WAC 246-310-080 and WAC 246-310-290, the
following information is provided:

1. A Description of the Extent of Services Proposed:
Wesley Hospice is an existing Medicare certified/Medicaid certified hospice agency serving
King County. This letter of intent proposes to expand into Pierce County.

2. Estimated Cost of the Proposed Project:

There is no capital cost to establish the agency.

3. Description of the Service Area:
The primary service area is Pierce County.

Please do not hesitate to contact me if you have any questions or require additional
information.

Sincerely,

Ko Avdansone | g

Kevin Anderson,
President and Chief Executive Officer

18000 727 Ave S, Suite 217, Kent, WA 98032
35



Exhibit 3

Policies and Procedures
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Wesley Homes Hospice

Admission Criteria Policy No. HO 300 Page 1of 7
WAC: Delivery of Services Date of Origin: 12/2016 Reviewed:3/3/2022
Effective Date: 12/2016 Date: Approved: 2/2017

POLICY:
Wesley Homes Hospice will admit patients to service who meet the requirements and
conditions for admission to Wesley Hospice services. Admission criteria includes:
e Terminal Diagnosis with a life expectancy of six months or less if the disease runs its normal
course, as determined by the attending physician or Medical Director.
e Be under the care of a physician.
e Declines further aggressive or curative treatment.
e Reside in King County as required by the Certificate of Need issued by Washington State, or
other counties as applicable to current waivers, such as PHE waivers.
e Agree to accept Hospice services and be aware of his/her diagnosis and prognosis.
e |dentify a family member, caregiver, or legal representative who agrees to be the primary
support care person.
e Wesley Homes Hospice can reasonably meet the identified needs of the patient and loved
ones.

PURPOSE: To establish the criteria and process of receiving and evaluating referral information
and evaluating for appropriateness for admission.

PROCEDURE:
1. Hospice staff shall accept referrals to admit patients with a terminal illness that indicate
interest in Hospice election and meet admission criteria.

A. Referral information is entered directly into the electronic medical record system of
Brightree by Hospice team members knowledgeable of the referral intake process.

2. Patient has a terminal diagnosis

A. Life expectancy of six months or less if the terminal illness or disease runs its normal
course

B. Must have been under a physician’s care
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C. Declines further aggressive treatment or hospitalizations. Hospice staff will inform
patients and families in regard to the hospice’s policies and procedures for resuscitation,
POLST options medical emergencies and accessing or declining 911 services via EMS

Required information at referral includes: demographic information made available with
name, address, insurance information, social security number.

Hospice shall admit a patient only on the recommendation of Hospice Medical Director in
consultation with or input from the patient’s attending physician (if any).

The Hospice Medical Director shall consider the following information when reaching a
decision to certify that the patient is terminally ill:

A. Diagnosis establishing the terminal condition of the patient,
B. Other health conditions whether related or unrelated to the terminal condition,
C. Current clinically relevant information supporting all diagnoses.

Hospice will communicate admission criteria and admission process to employees during
orientation and on-going campus activities; patients during the pre-admission discussion
and the admission contact and during the comprehensive assessment visit; community via
marketing collateral, website, and response to phone inquiries, including contact
information of office phone 206-870-1127, email via web contact link, and Wesley Homes
campus phone and intranet.

Admission criteria and process:

A. The patient must be under the care of a physician. The patient’s physician must
order and approve care by Hospice. The physician must be willing to sign or get
another physician to sign the certification of terminal illness (CTI). The physician
must discuss the patient’s resuscitation status with the patient, family, or
caregiver.

B. Attending physician duties include relevant care while patient receives hospice
services, participate in the development, revision and approval of the
interdisciplinary group plan of care, respect patient confidentiality and choices,
communicate with hospice interdisciplinary group members, sign orders and the
plan of care in a timely manner, manage patient medical care, be available to
hospice personnel, patient, family and caregivers.

1) The patient must identify a family member, a caregiver, or legal
representative who agrees to be the primary support care person.
Terminally ill patients (who are currently independent in activities of daily
living) without an identified support person will require the development
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of a specific plan for the future need of a primary support care person.
Hospice staff will discuss and plan for this at the time of admission.

2) The patient must have a life-threatening illness with a life expectancy of
six (6) months or less, should the disease run its normal course, as
determined by the attending physician and the Hospice Medical Director.

3) The patient must want hospice services, and be aware of his/her
diagnosis and prognosis.

4) The focus of care must be palliative vs curative:

Palliative care is the focus of Wesley Homes Hospice care and services. Palliative care is
treatment intended to relieve symptoms and distress of the disease process rather than to
cure the disease or extend days of life. Wesley Homes Hospice service’s goal is to improve the
quality of life and assist patients and their families in experiencing death with peace and
dignity.

Hospice palliative care neither hastens nor artificially prolongs the time of death. Wesley
Homes Hospice emphasizes the least invasive and most effective interventions to achieve
pain and symptom management and provide comfort. Wesley Homes Hospice respects
patient and family choice regarding treatment decisions.

When necessary for symptom management, more aggressive, invasive measures may be
appropriate. This may include limited radiation therapy, or by exception provide minimal
chemotherapy medication.

e Patients receiving a maintenance level of minimally intensive chemotherapy or
supplemental nutrition could be admitted in transition to hospice palliative care as
an exception and when the patient’s care plan meets the guidelines of the IDG.

e Intravenous or subcutaneous administration of medications will be provided only
upon approval of IDG and Hospice Medical Director in consultation with attending
physician.

e Hospice maintains that invasive administration of medication is usually contrary to
“comfort care measures”

e Blood products will not be given in the home environment.

8. If the patient’s choices for intervention appear in conflict with Wesley Homes Hospice’s
focus on palliative care, the IDG will conference to determine the effectiveness and
appropriateness of continued Wesley homes Hospice involvement, recognizing the
patient and family as decisions makers in treatment choices.
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9. The patient and family or caregiver must agree to participate in the plan of care and sign
the hospice consent form.

a. The patient, family or caregiver understands and agrees that Hospice primarily will
provide care at home.

b. The physical facilities and equipment in the patient’s home must be adequate for
safe and effective care.

c. The patient must reside within the Hospice geographic area in King County,
Washington as required by the Certificate of Need issued by Washington State, or
other counties as applicable to current waivers, such as PHE waivers.

d. Hospice does not base eligibility for participation on the patient’s race, color,
creed, sex, age, disability (mental or physical), communicable disease, nor place of
national origin.

e. The patient must meet the applicable eligibility requirements for Medicare,
Medicaid, or private insurance benefit.

f. In order to elect Hospice care under Medicare, the patient must be:

i. Entitled to Medicare Part A and
ii. Be certified as being terminally ill.

10. Hospice accepts patients based on their care needs. Hospice considers the adequacy
and suitability of staff and the resources required to provide the service safely and
effectively. A reasonable expectation must exist the hospice can adequately take care of
the patient at home.

11. Patient distribution will be based on location and on patient need requiring specialized
training. Distribution will also be based on number of nurses that can reach the patient
in less than one hour from office or home, per regulation.

12. Hospice reserves the right to refuse patients who do not meet the admission criteria and
will refer those patients to other resources.

PROCEDURE:

1. Referral information provided by family, caregiver, healthcare providers from other
facilities, other agencies and physician offices may help determine eligibility for
admission. If the patient’s primary physician does not make the request for service,
hospice will consult with the physician before the assessment visit. Referrals may be
accepted by Director of Clinical Services, MSW, RN or faxed information may be
received by clerical staff.

2. Requests for Hospice services are documented in the electronic medical record system
(EMR).
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3. Assignment of appropriate staff to conduct the initial assessment to decide the patient’s
eligibility for admission is based on:

a. Complexity and requirement of the patient’s needs and level of care

b. Hospice staff’s education and experience

c. Hospice staff are hired with the requirement of hospice experience, hospice
certified training or the intention to seek certification while working with Wesley
Homes Hospice.

d. Urgency of patient’s identified needs.

4. Hospice staff shall make the initial home visit within the timeframe requested by the
referral source or as ordered by the physician or at least 48 hours after the referral. The
purpose of the initial visit:

a. To explain hospice and its philosophy and services to the patient, family member
or caregiver.

b. To assess the patient, the availability of a support system, the physical facilities
and equipment

c. To decide if the patient meets the criteria for admission, is appropriate for
hospice and has a safe environment for effective care,

d. To allow the patient and family or caregiver to ask questions and decide about
the Hospice services, especially those provided under the Medicaid/Medicare
Hospice benefit.

e. Toreview appropriate forms and subsequently sign forms if the patient, family
member or caregiver agrees that the patient is appropriate for Hospice services

f. To provide services as needed and ordered by the physician and to incorporate
additional needs into the Hospice plan of care

g. To give the patient information about Durable Power of Attorney for healthcare.

5. Hospice staff shall notify the patient, physician or referrer of a delay in meeting the
timeframe for an assessment visit.
a. Hospice staff shall document the notification in the patient’s clinical record

b. Hospice shall refer the patient to another hospice if the delay is unacceptable.

6. During the initial assessment visit, Hospice staff shall assess the patient’s eligibility and
decide or confirm:
a. Level of services required
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7.

10.

11.

12.

b. Eligibility (meeting admission requirements)

Upon admission, Hospice staff shall give the patient, family or caregiver a brochure and
various educational material on:

e Nature and goals of care, treatment and services

e Hours of operation

e Access to care after hours

e Hospice charges

e Hospice’s objectives and scope of care

e Staff services directly provided and through contractual agreement

e Safety information, including encouraging patient/family to report safety
concerns and how to report those concerns

e Infection control information

e Emergency management plans

e Available community resources

e Complaint process

e Advance directives

e Transfer and discharge criteria

e Other staff who may be involved in care, treatment and services

e The notification mechanism for changes in care, treatment and services
and/or related liability

Hospice staff shall document the furnishing and understanding of the above information
by the patient, family or caregiver.

Hospice staff shall give the patient, family or caregiver the opportunity to either accept
or refuse care treatment and services.

Based on the assessment of eligibility criteria, the Hospice RN shall contact and
collaborate with the physician in the development, clarification and acceptance of the
plan of care and then submit the plan of care to the physician for signature.

The hospice RN must complete an initial assessment within 48 hours of the effective
date of the election of hospice and this must be conducted on the location where
hospice services will be provided.

After admission to hospice, the comprehensive assessment is completed within 48
hours. Psychosocial, spiritual, and bereavement assessments are completed within 5
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13.

14.

15.

days of the comprehensive assessment. Assessment documentation is entered into the
EMR and synched within 24 hours of completion of the assessment visit.

All communication, documentation, scanned and attached documents are maintained in
the electronic medical record.

Hospice staff shall notify the following individuals when the patient is not admitted:
a. Physician
b. The referral source (if not the physician)

Data related to patients not admitted for service will be entered into the electronic
record, to include patient name, date of referral, date of assessment, and reason not
admitted. Referral; to other hospice or health care facilities, and other data required by
the electronic medical record software to complete the record of the referred
individual.
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Wesley Homes Hospice

Nondiscrimination for Admissions | Policy No. HO 150 Page 1of1
and Services
WAC: Plan of Operation Reviewed:11/2/2017
Effective Date: 11/1/2016 Date of review Approved: MIM
1/21/2019, 3/3/2022

POLICY: As a recipient of Federal financial assistance, Wesley Homes Hospice, LLC does not
exclude, deny benefits to, or otherwise discriminate against any person on the grounds of race,
color, or national origin, disability or age in admission to, participation in, or receipt of the
services and benefits of any of its programs and activities or in the employment therein,
whether carried out by the Company directly or through a contractor or any other entity with
whom the company arranges to carry out its programs and activities. In accordance with Title
VI of the Civil Rights Act of 1964, Section 504 of the Rehabilitation Act of 1973 and with the Age
Discrimination Act of 1975, it is the policy of Wesley Homes Hospice to admit and treat all
persons without regard to age, race, color, creed, national origin, religion, veteran status,
socioeconomic status, ability to pay, sex, sexual preference, gender identity or expression, or
disability.

PURPOSE: To meet federal and state standards and requirements relative to nondiscrimination in
Hospice practices.

PROCEDURE: Requests for services will be handled in a consistent manner by all staff assigned to
process inquiries for service and during the intake process.

Staff assignments will be based on clients’ needs, staffing level and availability, without regard
to age, race, color, creed, national origin, religion, veteran status, socioeconomic status, ability
to pay, sex, sexual preference, gender identity or expression, or disability.

Nondiscrimination policy is made available in marketing material, Patient Rights and
Responsibilities statement, and the Wesley Homes website
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Wesley Homes Hospice

Advanced Directives Policy No. HO 355 Page 1 of 3
WAC: Delivery of Services Date of Origin: 8.1.2017 Reviewed: 9.2017,
1.2022
Effective Date: 8.1.2017 Date: Approved:9.2017

POLICY: Wesley Homes Hospice recognizes that all persons have a fundamental right to make
decisions relating to their own medical treatment, including the right to accept or refuse
medical care. It is the policy of the agency to encourage individuals and their families to
participate in decisions regarding care and treatment. Valid advance directives, such as Living
Wills, Durable Powers of Attorney for Health Care, DNR (Do Not Resuscitate), and Physician’s
Orders for Life Sustaining Treatments (POLST) orders will be followed to the extent permitted
and required by law. The agency will not condition the provision of care or otherwise
discriminate against an individual based on whether or not the individual has executed an
advance directive.

PURPOSE: To determine a patient’s preferences for health care decisions and honors those
wishes and to inform staff of the patient’s decisions so they may be honored.

Definitions:

POLST - Physicians Order for Life-Sustaining Treatment

Advance Directive: A document in which a person either states choices for medical
treatment or designates who should make treatment choices if the person should lose
decisional capacity. Advance Directives may include Living Will, and/or Durable Power of
Attorney for Health Care recognized by Washington State law. In addition, any oral
statement by a competent individual of his or her desire for treatment or withholding of
treatment may be considered an advance directive.

DNR: Do Not Resuscitate - A medical order to refrain from cardiopulmonary resuscitation
if a patient's heart stops beating.

Palliative Care: Medical interventions intended to alleviate suffering, discomfort, and

dysfunction (such as pain medication or treatment of an annoying infection), but not cure
of terminal illness.
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1.

Surrogate Decision Maker: A person appointed to make decisions for someone else, as in
a durable power of attorney for health care (also called an agent).
PROCEDURE:
At time of admission the Wesley Homes Hospice will ask the patient and/or primary caregiver
if an advance directive has been signed by the patient. If one exists, proper notation will be
made in the patient record and a copy will be requested for the patient’s record. Examples of
advance directives and rights include:
= Living Wills
= Do Not Resuscitate (DNR) Orders
= Durable Power of Attorney (medical)
= Refusal of specific treatments, service and medications

= The right to execute an advance directive; and to register complaints
concerning advance directives through the Hospice Hotline for the state

Wesley Homes Hospice will clearly and carefully document whether the patient has executed
an advance directive in the patient’s clinical record. When a patient is transferred to another
facility, pertinent information concerning the advanced directives shall be forwarded to the
facility.

The existence of an advance directive is communicated to all appropriate staff and the
specific measures (i.e. DNR) will be documented on the plan of care.

No agency staff person is permitted to give either medical or legal advice regarding an
advance directive.

Wesley Homes Hospice will not condition the provision of care or otherwise discriminate on
the basis of whether an individual has, or has not, executed an advance directive.

Competent adults 18 years and above, have the right to make their own health care decisions
including the right to decide what medical care or treatment to accept, reject, or discontinue.

Patients under 18 years of age shall have decisions made by their parents/legal guardians in
consultation with the physician.

Patients have the right to access, request amendment to, and receive an accounting of
disclosures regarding their health information.

Written information regarding the patient's rights under Washington State law to accept or
refuse treatment, including the right to execute advance directives, will be provided patients
at the time of admission. Wesley Homes Hospice will provide updated information on
changes in Washington State law concerning individual rights to make decisions about
medical care within ninety (90) days from the effective date of any change in State law.
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Advanced Directives Policy No. HO 355 Page 3 of 3

10.

11.

12.

13.

14.

15.

16.

17.

18.

The attending hospice care professional shall be notified of all advance directives, including
both written and oral statements by the patient.

If a patient is incapacitated at the time of admission or start of care, advance directive
information may be given to the family or surrogate. Follow-up procedures must be in place
to provide advance directive information to the individual once he or she is no longer
incapacitated.

If a patient is determined to be incompetent to make decisions, then the designated family
member will be identified. The agency will inform the surrogate of the Plan of Care and
include the surrogate in decisions related to the patient's care and treatment.

A Living Will or Durable Power of Attorney for Health Care may be revoked at any time by a
patient either orally or in writing. The attending physician shall be notified immediately of
any revocation. Documentation will be placed in the patient's clinical record following a
revocation.

If a patient is transferred to another facility or provider, notification of an advance directive
should be made to that facility or provider.

A Separate DNR or no-code order (POLST form), signed by the patient’s health care
professional, will be obtained for any patient who does not want cardiopulmonary
resuscitation.

The patient is advised by agency personnel to keep the POLST form in the magnetized folder
on their front door or refrigerator, or otherwise readily available for quick reference by staff
and EMS personnel

Agency staff will follow valid POLST directives to the extent permitted and required by the
law.

If the POLST form or DNR directive is not immediately available, agency staff must provide
CPR and continue until directed otherwise by a RN, physician, or EMS personnel.

Staff and community education concerning advanced directives is conducted at employee

orientation, annual training and periodic campus meetings. Understanding of Advanced

Directives is fundamental to patient care.
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Wesley Homes Hospice

Death With Dignity Policy No. HO 365 Page 1 of 2
WAC: Delivery of Services Date of Origin: 8.2017 Reviewed: 3.2022
Effective Date: 9.2017 Date: Approved:9.2017

POLICY: Death with Dignity

PURPOSE: The purpose of this policy is to provide guidelines for Wesley Homes Hospice staff and

providers to assist patients who express their desire to utilize “Death with Dignity."
(WAC 246-978-001)
SCOPE: Wesley Homes Hospice

Definitions:
Death with Dignity Law:

An adult who is competent, is a resident of Washington state, and has been determined by the
attending physician and a consulting physician to be suffering from a terminal disease, and who
has voluntarily expressed his or her wish to die, may make a written request for medication
that the patient may self-administer to end his or her life as a humane and dignified manner in
accordance with this chapter. (RCW 70.245.020).

Attending physician: A physician who has primary responsibility for the care of the patient

and treatment of the patient’s terminal disease.

Consulting physician: A physician who is qualified by specialty or experience to make a
professional diagnosis and prognosis regarding the patient’s disease.

PROCEDURE:
Wesley Homes Hospice providers will not actively participate in the “Washington State
Death with Dignity Act”.
Hospice providers will not perform the duties of an attending physician;
Hospice providers will not perform the duties of a consulting physician;
Hospice providers will not prescribe life-ending medication;

Hospice providers will not fill a prescription for life-ending medication;,
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Death With Dignity

Policy No. HO 365

Page 2 of 2

Our goal is to help patients make well informed decisions about end-of-life care.

A. Contact information can be provided by hospice staff but patient/family is responsible

for appointment thereafter.

B. Hospice MSW will counsel patient/family for appropriateness with mental health

screening.

C. Chaplain may be available per patient and family wishes as it pertains to religion or

spiritual beliefs.

e Hospice Medical Director may not actively participate in the life-ending medication

administering or provide prescription needed to end life.

e Core staffi.e., RN, Aide, MSW, Chaplain may be available after ingestion of
medication to monitor and support family as well as prepare patient with post-

mortem care.

e Bereavement counseling will be available for up to 13 months.
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Wesley Homes Hospice

Terminally Ill Clients

Policy No. HO 367

Page 1of 1

WAC:: Delivery of Services

Date of Origin: 2017

Reviewed:3.2022

Effective Date: : 9/2017

Date: : 2017

Approved:9/2017

POLICY: Wesley Homes Hospice recognizes that the terminally ill patient and their family have

unique and individual psychological, emotional and spiritual needs within the home setting. It
shall be the goal of the Agency and its staff to provide active support and to ensure respectful,
responsible care directed to optimizing the patient’s comfort and dignity, while respecting the

patient’s values, religion and life philosophy.

PURPOSE: To assure that the needs of patients at the end of life are met with dignity and

respect.

PROCEDURE:

1. The patient and family participate in care decisions whenever possible.

2. Care of the terminally ill patient will be documented in the clinical record and shall include

but not be limited to:

- Ongoing assessment of the pain process to promote appropriate management of pain

and symptoms. The process shall include assessment of the pain origin, location,

severity, alleviating and exacerbating factors, current treatment and response to

treatment.

- Continuous assessment of the patient to promote appropriate intervention and

prevention of secondary symptoms.

- Assessment of the psychological and coping mechanisms used by the patient and their

family or other caregivers as well as the appropriate support for them in the grief

process.

Bereavement services to help the family cope during the grieving process.
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Exhibit 4

Financials
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Historical and Projected
Revenue and Expense Statements
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Wesley Homes
Hospice ProForma

Wesley Hospice
2020 2021 King 2021 Pierce | 2021 combined 2022 King 2022 Pierce 2022 combined

Admissions 115 117 47 164 78 39 117
Average Length of Stay 41.0 51.1 27.9 44.5 65.1 38.1 56.1
Average Daily Census 12.3 15.2 4.8 20 13.92 4.06 17.98
Total # pts 130 134 49 183
Total Days 4712 5984 1311 7295 5078 1484 6562

Payor Mix
General Inpatient Care 0.16% 0 0 0 0 0 0 0
Inpatient Respite Care 0.76% 0 0 0 0 0 0 0
Routine Home Care 98.75% 4712 5984 1311 7295 5078 1484 6562
Continuous Home Care 0.33% 0 0 0 0 0 0 0

100.00%

2023 Base rate
General Inpatient Care $ 1,110.76 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Inpatient Respite Care S 492.10 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Routine Home Care 1-60 S 211.34 | $970,316.00 $0.00 $0.00 $1,460,061.00 $1,386,458.00 $0.00 $1,386,458.00
Routine Home Care 61+ S 167.00
Continuous Home Care $ 1,522.04 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Medicaid R&B S 265.00 | $387,459.00 $422,511.00 $0.00 $422,511.00 $501,829.00 $0.00 $501,829.00
Total Revenue $1,357,775.00 | $1,882,571.00 $0.00 $1,882,572.00 $1,888,287.00 $0.00 $1,888,287.00

PPP $74,468.00 $149,912.00
Revenue $1,432,243.00 $2,032,484.00 $1,888,287.00

19 and '21 Avg
Medicare 71% 68.8% 95.9% 74.2% 68.8% 95.9% 74.2% 74.0%
Commercial 0% 0.1% 4.1% 0.5% 0.1% 4.1% 0.5% 0.5%
Other - Self Pay / VA / TriCare / Other 0% 0.0% 0% 0.0% 0.0% 0% 0.0% 0.5%
Medicaid 0% 0.0% 0% 0.0% 0.0% 0% 0.0% 0.0%
Medicaid R&B 29% 31.1% 0% 25.4% 31.1% 0% 25.4% 25.0%
100% 100% 100% 100% 100% 100% 100% 100%
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Contractual Adjustments for Sequestration
Operating Revenue

Avg. Daily Rate

Deductions from Revenue

Charity Care 1.0%
Provision for Bad Debts 6.0%
Contractual Allowance 2.0%
TOTAL REVENUE

2020 2021 King 2021 Pierce | 2021 combined 2022 King 2022 Pierce 2022 combined
$288.15 $314.60 $0.00 $258.06 $371.86 $0.00 $287.76
$0.00
$0.00 -$131,251.00 -$119,790.00
-$28,809.00 -$143,105.00

$1,403,434.00

$1,901,233.00

$1,625,392.00
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Patient Care Costs

Salaries and Benefits
Hospice Employees
Payroll Taxes and Benefits
Total Salaries and Benefits

Medical Director (Contracted)
Pharmacy - Medications & IV
Suppplies & Lab

DME Costs (Equipment, oxygen)
Medical Supplies

Imaging Services

Contract therapy

Contract services- software, EMR

coding,Billing, CAHPS, labs,
consulting
General Inpatient Costs
Inpatient Respite Costs
Medicaid R&B costs
Mileage
Marketing
Office supplies
Equipment
postage
license fees
registration, association fees
Utilities
Professional Services
Insurance
Leases and Rentals
B&O tax

Total Patient Care Costs

Allocated

Total Costs
Income (Loss) from Operations.

2020 2021 King 2021 Pierce | 2021 combined 2022 King 2022 Pierce 2022 combined
$519,955.00 $0.00 $0.00 $664,300.00 $0.00 $0.00 $740,694.00
$65,630.00 $0.00 $0.00 $98,355.00 $0.00 $0.00 $102,473.00
$585,585.00 $0.00 $0.00 $762,655.00 $0.00 $0.00 $843,167.00
$63,000.00 $54,000.00 $30,000.00 $84,000.00 $54,000.00 $30,000.00 $84,000.00
$21,778.00 $32,537.60 $7,142.40 $39,680.00 $23,336.38 $5,122.62 $28,459.00
$44,355.00 $71,190.76 $15,627.24 $86,818.00 $75,387.52 $16,548.48 $91,936.00
$18,185.00 $24,984.58 $5,484.42 $30,469.00 $17,369.24 $3,812.76 $21,182.00
$0.00 $0.00 $0.00 $0.00 $0.00
$1,589.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
$17,176.00 $17,996.54 $3,950.46 $21,947.00 $26,690.18 $5,858.82 $32,549.00
$20,166.00 $21,146.98 $4,642.02 $25,789.00 $33,210.00 $7,290.00 $40,500.00
$0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
$0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
$340,625.00 $354,409.00 $0.00 $354,409.00 $525,234.00 $0.00 $525,234.00
$6,740.00 $12,041.70 $2,643.30 $14,685.00 $18,240.90 $4,004.10 $22,245.00
$5,160.00 $16,939.56 $3,718.44 $20,658.00 $11,366.02 $2,494.98 $13,861.00
$1,353.00 $2,308.30 $506.70 $2,815.00 $250.92 $55.08 $306.00
$0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
$0.00 $0.00 $0.00 $0.00 $13.12 $2.88 $16.00
$21,968.00 $1,141.44 $250.56 $1,392.00 $19,933.38 $4,375.62 $24,309.00
$1,435.00 $682.24 $149.76 $832.00 $1,964.72 $431.28 $2,396.00
$3,164.00 $3,852.36 $845.64 $4,698.00 $4,525.58 $993.42 $5,519.00
$72,888.00 $42,075.02 $9,235.98 $51,311.00 $84,713.38 $18,595.62 $103,309.00
$1,497.00 $2,083.62 $457.38 $2,541.00 $2,639.58 $579.42 $3,219.00
$357.00 $307.50 $67.50 $375.00 $334.56 $73.44 $408.00
$1,227,021.00 $657,697.20 $84,721.80 $1,505,074.00 $899,209.48 $100,238.52 $1,842,615.00
$84,206.00 $97,457.00 $21,393.00 $118,850.00 $104,566.40 $22,953.60 $127,520.00
$1,311,227.00 $755,154.20 $106,114.80 $1,623,924.00 $1,003,775.88 | $123,192.12 $1,970,135.00
$92,207.00 $277,309.00 -$266,779.18 -$77,963.82 -$344,743.00
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Wesley Homes
Hospice ProForma

Admissions

Average Length of Stay
Average Daily Census
Total # pts

Total Days

General Inpatient Care
Inpatient Respite Care
Routine Home Care
Continuous Home Care

General Inpatient Care
Inpatient Respite Care
Routine Home Care 1-60
Routine Home Care 61+
Continuous Home Care
Medicaid R&B

Total Revenue

Revenue

Medicare
Commercial

Other - Self Pay / VA / TriCare / Other

Medicaid
Medicaid R&B

King County Projections

2023 2024 2025 2026
140 147 154 162
61.2 61.2 61.2 61.2
23.5 24.6 25.9 27.2
8,568 8,996 9,446 9,919
Payor Mix
0.16% 14 14 15 16
0.76% 65 68 72 75
98.75% 8,461 8,884 9,328 9,795
0.33% 28 30 31 33
100.00% 8,568 8,996 9,446 9,919
2023 Base rate
$ 1,110.76 $15,227.19 $15,988.55 $16,787.97 $17,627.37
S 492.10 $32,043.98 $33,646.18 $35,328.48 $37,094.91
S 211.34 $1,162,282.29 $1,220,396.41 $1,281,416.23 $1,345,487.04
S 167.00 $494,539.61 $519,266.59 $545,229.91 $572,491.41
$ 1,522.04 $43,034.77 $45,186.51 $47,445.83 $49,818.12
S 265.00 $367,555.00 $390,527.19 $413,499.38 $436,471.56
$2,114,682.83 $2,225,011.41 $2,339,707.81 $2,458,990.42
PPP

$1,454,901.79

$1,530,807.85

$1,609,718.97

$1,691,785.41

$2,114.68 $2,225.01 $2,339.71 $2,458.99
$0.00 $0.00 $0.00 $0.00
$290,111.36 $301,451.36 $314,149.75 $328,274.46
$367,555.00 $390,527.19 $413,499.38 $436,471.56
$2,114,682.83 $2,225,011.41 $2,339,707.81 $2,458,990.42
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Contractual Adjustments for Sequestration
Operating Revenue

Avg. Daily Rate

Deductions from Revenue

Charity Care 1.0%
Provision for Bad Debts 6.0%
Contractual Allowance 2.0%
TOTAL REVENUE

2023

2024

2025

2026

-$29,098.04

-530,616.16

-$32,194.38

-5$33,835.71

$2,085,584.79

$2,194,395.25

$2,307,513.43

$2,425,154.71

$243.42 $243.92 $244.28 $244.51
-$21,146.83 -$22,250.11 -$23,397.08 -$24,589.90
-$126,880.97 -$133,500.68 -$140,382.47 -$147,539.43
-542,293.66 -544,500.23 -546,794.16 -549,179.81

$1,895,263.34

$1,994,144.23

$2,096,939.73

$2,203,845.57
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Patient Care Costs

Salaries and Benefits
Hospice Employees
Payroll Taxes and Benefits
Total Salaries and Benefits

Medical Director (Contracted)
Pharmacy - Medications & IV
Suppplies & Lab

DME Costs (Equipment, oxygen)
Medical Supplies

Imaging Services

Contract therapy

Contract services- software, EMR

coding,Billing, CAHPS, labs,
consulting
General Inpatient Costs
Inpatient Respite Costs
Medicaid R&B costs
Mileage
Marketing
Office supplies
Equipment
postage
license fees
registration, association fees
Utilities
Professional Services
Insurance
Leases and Rentals
B&O tax

Total Patient Care Costs

Allocated

Total Costs
Income (Loss) from Operations.

2023 2024 2025 2026
Days
8,568 8,996 9,446 9,919
$797,525.35 $757,977.66 $788,099.08 $818,206.10
$119,628.80 $113,696.65 $118,214.86 $122,730.92
$917,154.15 $871,674.31 $906,313.94 $940,937.02
$84,000.00 $54,000.00 $54,000.00 $54,000.00
$39,412.80 $41,383.44 $43,452.61 $45,625.24
$102,816.00 $107,956.80 $113,354.64 $119,022.37
$34,272.00 $35,985.60 $37,784.88 $39,674.12
$685.44 $719.71 $755.70 $793.48
$7,196.00 $7,555.80 $7,915.60 $8,326.80
$20,563.20 $21,591.36 $22,670.93 $23,804.47
$32,558.40 $34,186.32 $35,895.64 $37,690.42
$17,821.44 $18,712.51 $19,648.14 $20,630.54
$24,032.98 $25,234.63 $26,496.36 $27,821.18
$386,900.00 $411,081.25 $435,262.50 $459,443.75
$12,852.00 $13,494.60 $14,169.33 $14,877.80
$15,036.84 $15,788.68 $16,578.12 $17,407.02
$3,684.24 $3,868.45 $4,061.87 $4,264.97
$500.00 $500.00 $500.00 $1,000.00
$428.40 $449.82 $495.93 $495.93
$1,392.00 $1,131.00 $1,131.00 $1,131.00
$1,000.00 $1,000.00 $1,000.00 $1,000.00
$3,427.20 $3,598.56 $3,778.49 $3,967.41
$59,804.64 $62,794.87 $65,934.62 $69,231.35
$2,056.32 $2,159.14 $2,267.09 $2,380.45
$685.44 $719.71 $755.70 $793.48
$37,006.95 $38,937.70 $40,944.89 $43,032.33

$1,805,286.44

$1,774,524.27

$1,855,167.96

$1,937,351.14

S 105,734 | S 111,251 | S 116,985 | S 122,950 |
S 1,911,021 | $ 1,885,775 | $ 1,972,153 | $ 2,060,301 |
S (15,757)| S 108,369 | S 124,786 | S 143,545
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Wesley Homes
Hospice ProForma

2023 2024 2025 2026
Admissions 0 80 88 97
Average Length of Stay #DIV/0! 61.2 61.2 61.2
Average Daily Census 0.0 134 14.8 16.2
Total # pts
Total Days 0 4,896 5,386 5,924
Payor Mix
General Inpatient Care 0.16% 0 8 9 9
Inpatient Respite Care 0.76% 0 37 41 45
Routine Home Care 98.75% 0 4,835 5,318 5,850
Continuous Home Care 0.33% 0 16 26 20
100.00% 0 4,896 5,394 5,924
2023 Base rate
General Inpatient Care $ 1,110.76 $0.00 $8,701.25 $9,571.37 $10,528.51
Inpatient Respite Care S 492.10 $0.00 $18,310.84 $20,141.93 $22,156.12
Routine Home Care 1-60 S 211.34 $0.00 $664,161.31 $730,577.44 $803,635.19
Routine Home Care 61+ S 167.00 $0.00 $282,594.06 $310,853.47 $341,938.81
Continuous Home Care $ 1,522.04 $0.00 $24,591.30 $39,573.04 $29,755.47
Medicaid R&B S 265.00 $0.00 $137,833.13 $160,805.31 $183,777.50
Total Revenue $0.00 $1,136,191.89 $1,271,522.56 $1,391,791.60
PPP
Revenue
Medicare $0.00 $840,782.00 $940,926.70 $1,029,925.78
Commercial $0.00 $5,680.96 $6,357.61 $6,958.96
Other - Self Pay / VA / TriCare / Other $0.00 $5,680.96 $6,357.61 $6,958.96
Medicaid $0.00 $146,214.85 $157,075.33 $164,170.40
Medicaid R&B $0.00 $137,833.13 $160,805.31 $183,777.50

Pierce County Projections

$0.00

$1,136,191.89

$1,271,522.56

$1,391,791.60
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Contractual Adjustments for Sequestration
Operating Revenue

Avg. Daily Rate

Deductions from Revenue

Charity Care 1.0%
Provision for Bad Debts 6.0%
Contractual Allowance 2.0%
TOTAL REVENUE

2023 2024 2025 2026

$0.00 -516,815.64 -518,818.53 -520,598.52
$0.00 $1,119,376.25 $1,252,704.03 $1,371,193.08
$0.00 $228.63 $232.60 $231.46
$0.00 -$11,361.92 -$12,715.23 -$13,917.92
$0.00 -568,171.51 -$76,291.35 -$83,507.50
$0.00 -$22,723.84 -$25,430.45 -$27,835.83
$0.00 $1,017,118.98 $1,138,267.00 $1,245,931.84
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Patient Care Costs

Salaries and Benefits
Hospice Employees
Payroll Taxes and Benefits
Total Salaries and Benefits

Medical Director (Contracted)
Pharmacy - Medications & IV
Suppplies & Lab

DME Costs (Equipment, oxygen)
Medical Supplies

Imaging Services

Contract therapy

Contract services- software, EMR

coding,Billing, CAHPS, labs,
consulting
General Inpatient Costs
Inpatient Respite Costs
Medicaid R&B costs
Mileage
Marketing
Office supplies
Equipment
postage
license fees
registration, association fees
Utilities
Professional Services
Insurance
Leases and Rentals
B&O tax

Total Patient Care Costs

Allocated

Total Costs
Income (Loss) from Operations.

2023 2024 2025 2026
Days
0 4,896 5,386 5,924
$0.00 $419,162.44 $461,259.77 $512,510.58
$0.00 $62,874.37 $69,188.97 $76,876.59
$0.00 $482,036.81 $530,448.74 $589,387.17
$0.00 $30,000.00 $30,000.00 $30,000.00
$0.00 $39,168.00 $43,150.62 $47,393.28
$0.00 $58,752.00 $64,725.93 $71,089.92
$0.00 $19,584.00 $21,575.31 $23,696.64
$0.00 $391.68 $430.85 $473.93
$0.00 $4,112.00 $4,523.20 $4,985.80
$0.00 $11,750.40 $12,925.44 $14,217.98
$0.00 $18,604.80 $20,465.28 $22,511.81
$0.00 $10,183.68 $11,202.05 $12,322.25
$0.00 $13,733.13 $15,106.45 $16,617.09
$0.00 $145,087.50 $169,268.75 $193,450.00
$0.00 $7,344.00 $8,078.40 $8,886.24
$0.00 $8,592.48 $9,451.73 $10,396.90
$0.00 $2,105.28 $2,315.81 $2,547.39
$0.00 $500.00 $500.00 $1,000.00
$0.00 $244.80 $269.28 $296.21
$0.00 $261.00 $656.25 $656.25
$0.00 $500.00 $1,000.00 $1,000.00
$0.00 $1,958.40 $2,154.24 $2,369.66
$0.00 $34,174.08 $37,591.49 $41,350.64
$0.00 $1,175.04 $1,292.54 $1,421.80
$0.00 $391.68 $430.85 $473.93
$0.00 $19,883.36 $22,251.64 $24,356.35
$0.00 $910,534.12 $1,009,814.84 $1,120,901.25
56,810 | $ 63,576 69,590
967,344 | $ 1,073,391 1,190,491
49,775 | S 64,876 55,441
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Wesley Homes
Hospice ProForma

Admissions

Average Length of Stay
Average Daily Census
Total # pts

Total Days

General Inpatient Care
Inpatient Respite Care
Routine Home Care
Continuous Home Care

General Inpatient Care
Inpatient Respite Care
Routine Home Care 1-60
Routine Home Care 61+
Continuous Home Care
Medicaid R&B

Total Revenue

Revenue

Medicare
Commercial

Other - Self Pay / VA / TriCare / Other

Medicaid
Medicaid R&B

Combined
2023 2024 2025 2026
140 227 242 259
61 61 61 61
23.5 38.1 40.6 43.4
8,568 13,892 14,832 15,843
Payor Mix
0.16% 14 22 24 25
0.76% 65 106 113 120
98.75% 8,461 13,719 14,646 15,645
0.33% 28 46 57 52
100.00% 8,568 13,892 14,840 15,843
2023 Base rate
$ 1,110.76 $15,227.19 $24,689.80 $26,359.35 $28,155.88
S 492.10 $32,043.98 $51,957.02 $55,470.41 $59,251.03
S 211.34 $1,162,282.29 $1,884,557.72 $2,011,993.67 $2,149,122.23
S 167.00 $494,539.61 $801,860.65 $856,083.38 $914,430.22
$ 1,522.04 $43,034.77 $69,777.80 $87,018.87 $79,573.59
S 265.00 $367,555.00 $528,360.31 $574,304.69 $620,249.06
$2,114,682.83 $3,361,203.30 $3,611,230.37 $3,850,782.02
PPP

$1,454,901.79

$2,371,589.85

$2,550,645.67

$2,721,711.19

$2,114.68 $7,905.97 $8,697.32 $9,417.95
$0.00 $5,680.96 $6,357.61 $6,958.96
$290,111.36 $447,666.21 $471,225.08 $492,444.86
$367,555.00 $528,360.31 $574,304.69 $620,249.06
$2,114,682.83 $3,361,203.30 $3,611,230.37 $3,850,782.02
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Contractual Adjustments for Sequestration
Operating Revenue

Avg. Daily Rate

Deductions from Revenue

Charity Care 1.0%
Provision for Bad Debts 6.0%
Contractual Allowance 2.0%
TOTAL REVENUE

2023

2024

2025

2026

-529,098.04

-$47,431.80

-$51,012.91

-$54,434.22

$2,085,584.79

$3,313,771.50

$3,560,217.46

$3,796,347.79

$243.42 $238.53 $240.04 $239.63
-521,146.83 -$33,612.03 -$36,112.30 -$38,507.82
-$126,880.97 -$201,672.20 -5216,673.82 -5231,046.92
-542,293.66 -567,224.07 -$72,224.61 -$77,015.64

$1,895,263.34

$3,011,263.20

$3,235,206.72

$3,449,777.41
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Patient Care Costs

Salaries and Benefits
Hospice Employees
Payroll Taxes and Benefits
Total Salaries and Benefits

Medical Director (Contracted)
Pharmacy - Medications & IV
Suppplies & Lab

DME Costs (Equipment, oxygen)
Medical Supplies

Imaging Services

Contract therapy

Contract services- software, EMR

coding,Billing, CAHPS, labs,
consulting
General Inpatient Costs
Inpatient Respite Costs
Medicaid R&B costs
Mileage
Marketing
Office supplies
Equipment
postage
license fees
registration, association fees
Utilities
Professional Services
Insurance
Leases and Rentals
B&O tax

Total Patient Care Costs

Allocated

Total Costs
Income (Loss) from Operations.

2023

2024

2025

2026

$797,525.35 $1,177,140.10 $1,249,358.85 $1,330,716.68
$119,628.80 $176,571.02 $187,403.83 $199,607.50
$917,154.15 $1,353,711.12 $1,436,762.68 $1,530,324.18
$84,000.00 $84,000.00 $84,000.00 $84,000.00
$39,412.80 $80,551.44 $86,603.23 $93,018.52
$102,816.00 $166,708.80 $178,080.57 $190,112.29
$34,272.00 $55,569.60 $59,360.19 $63,370.76
$685.44 $1,111.39 $1,186.55 $1,267.42
$7,196.00 $11,667.80 $12,438.80 $13,312.60
$20,563.20 $33,341.76 $35,596.37 $38,022.46
$32,558.40 $52,791.12 $56,360.92 $60,202.23
$17,821.44 $28,896.19 $30,850.19 $32,952.80
$24,032.98 $38,967.77 $41,602.81 $44,438.27
$386,900.00 $556,168.75 $604,531.25 $652,893.75
$12,852.00 $20,838.60 $22,247.73 $23,764.04
$15,036.84 $24,381.16 $26,029.84 $27,803.92
$3,684.24 $5,973.73 $6,377.68 $6,812.36
$500.00 $1,000.00 $1,000.00 $2,000.00
$428.40 $694.62 $765.21 $792.13
$1,392.00 $1,392.00 $1,787.25 $1,787.25
$1,500.00 $1,500.00 $2,000.00 $2,000.00
$3,427.20 $5,556.96 $5,932.73 $6,337.08
$59,804.64 $96,968.95 $103,526.10 $110,581.98
$2,056.32 $3,334.18 $3,559.64 $3,802.25
$685.44 $1,111.39 $1,186.55 $1,267.42
$37,006.95 $58,821.06 $63,196.53 $67,388.69

$1,805,286.44

$2,685,058.39

$2,864,982.80

$3,058,252.39

$ 105,734 | $ 168,060 | $ 180,562 | $ 192,539
$ 1,911,021 | $ 2,853,119 [ $ 3,045,544 | $ 3,250,791
$ (15,757) $ 158,145 | $ 189,662 | $ 198,986
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Historical and Projected
Balance Sheets
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Balance Sheet

ASSETS

CURRENT ASSETS

Cash

Accounts Receivable, net
Due to/from

Total Current Assets

Total Assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts Payable
Accrued Salaries &

Related Benefits

Total Current Liabilities

Total Liabilities

NET ASSETS
Unrestricted

Total Liabilities and
Net Assets

2020 2021 2022
King & King &
King King Pierce Pierce King Pierce Pierce
117,213 820 180 1,000 (167,982) (23,397) (191,379)
189,509 230,776 - 230,776 133,248 (21,562) 111,686
(182,587) 141,881 31,145 173,026 171,881 1,145 173,026
124,135 373,477 31,325 404,802 137,147 (43,814) 93,333
124,135 373,477 31,325 404,802 137,147 (43,814) 93,333
67,689 67,710 8,722 76,432 92,570 10,319 102,889
69,930 52,960 11,625 64,586 58,551 12,853 71,404
137,619 120,670 20,347 141,017 151,121 23,172 174,292
137,619 120,670 20,347 141,017 151,121 23,172 174,292
(13,484) 252,807 10,978 263,785 (13,972) (66,986) (80,958)
124,135 373,477 31,325 404,802 137,148 (43,814) 93,334
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Balance Sheet

ASSETS

CURRENT ASSETS

Cash

Accounts Receivable, n
Due to/from

Total Current Assets

Total Assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts Payable
Accrued Salaries &

Related Benefits

Total Current Liabilities

Total Liabilities

NET ASSETS
Unrestricted

Total Liabilities and
Net Assets

2023 2024 2025 2026

King & King & King & King &

King Pierce Pierce King Pierce Pierce King Pierce Pierce King Pierce Pierce
(164,861) (68,131) (232,992) (65,733) (4,531) (70,264) 59,543 61,212 120,755 203,451 119,485 322,936
132,348 - 132,348 139,253 71,109 210,362 146,431 79,579 226,010 153,897 87,106 241,002
171,881 1,145 173,026 171,881 1,145 173,026 171,881 1,145 173,026 171,881 1,145 173,026
139,368 (66,986) 72,382 245,401 67,723 313,124 377,856 141,935 519,791 529,229 207,736 736,965
139,368 (66,986) 72,382 245,401 67,723 313,124 377,856 141,935 519,791 529,229 207,736 736,965
91,429 - 91,429 92,944 44,112 137,056 97,679 49,349 147,028 102,575 54,717 157,292
77,669 - 77,669 73,818 40,821 114,639 76,751 44,921 121,672 79,683 49,912 129,596
169,099 - 169,099 166,762 84,933 251,695 174,431 94,270 268,700 182,259 104,629 286,888
169,099 - 169,099 166,762 84,933 251,695 174,431 94,270 268,700 182,259 104,629 286,888
(29,729) (66,986) (96,715) 78,640 (17,211) 61,429 203,426 47,665 251,092 346,971 103,106 450,078
139,369 (66,986) 72,383 245,402 67,723 313,125 377,857 141,935 519,792 529,230 207,736 736,966
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Cash Flow Statements

68



CASH FLOWS FROM OPERATING ACTIVITIES

cash from operating activities:
Allowance for doubtful accounts
Accounts receivable
Accounts payable
Accrued salaries and related benefits
Net cash provided (used) by operations

CASH FLOWS FROM FINANCING ACTIVITIES

Net cash used by financing activities

NET INCREASE (DECREASE) IN CASH
CASH AND CASH EQUIVALENTS, beginning of period

CASH AND CASH EQUIVALENTS, end of period

2020 2021 2022
King & King &
King King Pierce |.ng King Pierce |.ng
Pierce Pierce
23,292 227,393 49,916 277,309 (266,779) (77,964) (344,743)
76,819 107,626 23,625 131,251 98,228 21,562 119,790
(117,997) (141,539) (31,069) (172,608) (701) - (701)
3,100 16,325 3,583 19,908 24,860 1,597 26,457
39,589 (13,498) (2,963) (16,461) 5,591 1,228 6,819
24,803 196,307 43,092 239,399 (138,801) (53,577) (192,378)
(72,209) (291,603) (64,010) (355,613) (30,000) 30,000 -
(72,209) (291,603) (64,010) (355,613) (30,000) 30,000 -
(47,406) (95,295) (20,919) (116,214) (168,801) (23,577) (192,378)
164,620 96,115 21,098 117,213 819 180 999
117,213 819 180 999 (167,982) (23,397) (191,379)
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2023 2024 2025 2026

. . King & . . King & . . King & . . King &
King Pierce Pierce King Pierce Pierce King Pierce Pierce King Pierce Pierce
CASH FLOWS FROM OPERATING ACTIVITIES
(15,757) - (15,757) 108,369 49,775 158,145 124,786 64,876 189,662 143,545 55,441 198,986

cash from operating activities:
Allowance for doubtful accounts 126,881 - 126,881 133,501 68,172 201,672 140,382 76,291 216,674 147,539 83,507 231,047

Accounts receivable (125,981)  (21,562) (147,543) (140,406) (139,280) (279,686) (147,561) (84,761) (232,322) (155,005) (91,035) (246,039)

Accounts payable (1,140)  (10,319) (11,459) 1,515 44,112 45627 4,735 5,237 9,972 4,896 5368 10,265

Accrued salaries and related benefits 19,118 (12,853) 6,266  (3,851) 40,821 36,970 2,933 4,100 7,033 2,932 4,991 7,923
(

Net cash provided (used) by operations 3,121 44,734)  (41,613) 99,128 63,600 162,728 125,276 65,743 191,019 143,908 58,274 202,181

CASH FLOWS FROM FINANCING ACTIVITIES

Net cash used by financing activities - - - - - - - - - - - -

NET INCREASE (DECREASE) IN CASH 3,121  (44,734) (41,613) 99,128 63,600 162,728 125276 65743 191,019 143,908 58274 202,181
CASH AND CASH EQUIVALENTS, beginning of period ~ (167,982)  (23,397) (191,379) (164,861) (68,131) (232,992) (65,733)  (4,531) (70,264) 59,543 61212 120,755

CASH AND CASH EQUIVALENTS, end of period (164,861)  (68,131) (232,992) (65,733)  (4,531) (70,264) 59543 61212 120,755 203,451 119,485 322,936
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Staffing Tables and
Assumptions
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Hospice Dedicated FTEs - FTE table for clinical and management positions specific to hospice

operations in both King and Pierce Counties and combined.

King County Pierce County Combined
1 2 3 1 2 3 2023 1 2 3

ADC 23.5 24.6 25.9 27.2 0 13.4 14.8 16.2 23.5 38 40.7 43.4
Days 8568 8996 9446 | 9919 0 4896 | 5386 | 5924 | 8568 | 13892 | 14832 | 15843
Clinical Operations 2023 2024 2025 | 2026 2023 | 2024 | 2025 | 2026 | 2023 | 2024 | 2025 | 2026
Director 1.0 0.6 0.6 0.6 0.0 0.4 0.4 0.4 1.0 1.0 1.0 1.0
Clinical Director RN 0.5 0.5 0.5 0.5 0.0 0.3 0.3 0.3 0.5 0.76 0.8 0.9
RN 2.4 2.5 2.6 2.7 0.0 1.3 1.5 1.6 2.4 3.8 41 4.3
LPN 0.6 0.6 0.6 0.7 0.0 0.3 0.4 0.4 0.6 1.0 1.0 1.1
HHA 0.9 1.0 1.0 1.1 0.0 0.5 0.6 0.6 0.9 1.5 1.6 1.7
MSW 0.7 0.7 0.7 0.8 0.0 0.4 0.4 0.5 0.7 1.1 1.1 1.2
Chaplain 0.7 0.7 0.7 0.8 0.0 0.4 0.4 0.5 0.7 1.1 1.1 1.2
Volunteer

Coord/bereavement 0.5 0.5 0.5 0.5 0.0 0.3 0.3 0.3 0.5 0.8 0.8 0.9
Admin assist 0.5 0.5 0.5 0.5 0.0 0.3 0.3 0.3 0.5 0.8 0.8 0.9
Total 7.6 7.5 7.9 8.3 0.0 4.1 4.5 4.9 7.6 11.7 12.4 13.2

Allocated Based on Days
1 to 50 of ADC
1to 10 of ADC
1 to 40 of ADC
1to 25 of ADC
1 to 36 of ADC
1 to 36 of ADC

1 to 50 of ADC
1 to 50 of ADC

%

2.0%
10.0%
2.5%
4.0%
2.8%
2.8%

2.0%
2.0%
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Shared Administrative FTEs

The table below shows positions that are shared between home health and hospice: Exec Director, Billing Specialist, Liaison (marketing), On-Call Coordinator
(answers after-hours calls and routes to appropriate nurse on-call) and Intake Coordinator. This table defines the FTE and associated salaries for those positions
for Hospice in King, Pierce, and combined

Yrl Yr2 Yr3 Year 1 Year 2 Year 3
2023 2024 2025 2026 2023 2024 2025 2026
King Hospice Days 8568 8996 9446 9919
Administrative King
Exec Director (shared) 0.34 0.22 0.22 0.21 S 78.25| $55,338.40 $35,835.32 $35,243.16 $34,646.32
Billing specialist (shared) 0.27 0.27 0.27 0.27 S 40.38 | $22,677.41 $22,677.41 $22,677.41 $22,677.41
Liaison (shared) 0.33 0.25 0.25 0.25 S 3990 | $27,387.36 $20,748.00 $20,748.00 $20,748.00
On-call coordinator (shared) 0.33 0.21 0.21 0.21 S 25.32| $17,379.65 $11,254.49 $11,068.51 $10,881.07
Intake 0.24 0.25 0.26 0.27 S 26.44 | $12,923.87 $13,528.82 $14,243.76 $14,958.69
Total staffing expense 1.51 1.20 1.21 1.21 $135,706.69 | $104,044.03 $103,980.83 $103,911.48
Pierce Hospice Days 0 4896 5386 5924
Administrative Pierce
Exec Director (shared) 0.00 0.12 0.12 0.13 S 78.25 $0.00 $19,503.08 $20,095.24 $20,692.08
Billing specialist (shared) 0.00 0.11 0.18 0.26 S 40.38 $0.00 $9,238.94 $15,118.27 $21,837.50
Liaison (shared) 0.00 0.25 0.25 0.35 S 39.90 $0.00 $20,748.00 $20,748.00 $29,047.20
On-call coordinator (shared) 0.00 0.12 0.12 0.12 S 25.32 $0.00 $6,125.16 $6,311.14 $6,498.58
Intake 0.00 0.13 0.15 0.16 S 26.44 $0.00 $7,369.36 $8,139.29 $8,909.22
total staffing expense 0.00 0.73 0.82 1.02 $0.00 $62,984.54 $70,411.94 $86,984.59
Total Hospice Days 8568 13892 14832 15843
Administrative Combined
Exec Director (shared) 0.34 0.34 0.34 0.34 S 78.25| $55,338.40 $55,338.40 $55,338.40 $55,338.40
Billing specialist (shared) 0.27 0.38 0.45 0.53 S 40.38| $22,677.41 $31,916.35 $37,795.68 $44,514.91
Liaison (shared) 0.33 0.5 0.5 0.6 S 3990 | $27,387.36 $41,496.00 $41,496.00 $49,795.20
On-call coordinator (shared) 0.33 0.33 0.33 0.33 S 25.32 | $17,379.65 $17,379.65 $17,379.65 $17,379.65
Intake 0.24 0.38 0.41 0.43 S 26.44 | $12,923.87 $20,898.18 $22,383.05 $23,867.92
Total shared staffing 1.505 1.93 2.027 2.23 $135,706.69 | $167,028.58 $174,392.77 $190,896.08
$0.00 $0.00 $0.00 $0.00
per patient day| $ 1584 | $ 12.02 | $ 11.76 | $ 12.05

The following assumptions are used in the above calculations:
*B4% of Wesley’s executive director’s salary is allocated to hospice and is allocated between King and Pierce counties based on patient days.
e[Bhe billing specialist, liaison, and on-call coordinator FTEs will increase proportionately with the increase in admissions in Pierce County.

ehe intake coordinator FTEs are calculated as .01 FTE per average daily census based on historical experience.
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King County Hospice Staffing - FTEs and salaries dedicated to hospice operations in King County

2022
ADC 13.92
Clinical Operations
Director 1
Clinical Director RN 0.5
RN 2.6
LPN 0.7
HHA 1
MSW 0.7
Chaplain 0.7
Volunter coord 0.5
Admin assist 0.5
8.2

Total

Administrative
Exec Director (shared)
Billing specialist (shared)
Liaison (shared)
On-call coordinator (shared)
Intake
Total shared admin

Total King salaries
Benefits
Grand Total King

Admissions
Contractors (per visit)
PT $130
0T S125
ST $160

monthly
Medical Director (monthly

stipend) $4,500.00

2023
23.5

1.0
0.5
2.4
0.6
0.9
0.7
0.7
0.5
0.5
7.6

0.34
0.27
0.33
0.33
0.24
1.51

Year1l Year2 Year3

2024
24.6

0.6
0.5
2.5
0.6
1.0
0.7
0.7
0.5
0.5
7.5

0.22
0.27
0.25
0.21
0.25
1.20

2025
25.9

0.6
0.5
2.6
0.6
1.0
0.7
0.7
0.5
0.5
7.9

0.22
0.27
0.25
0.21
0.26
1.21

2026
27.2

0.6
0.5
2.7
0.7
11
0.8
0.8
0.5
0.5
8.3

0.21
0.27
0.25
0.21
0.27
1.21

rate

$46.80
$58.76
$54.06
$33.45
$22.00
$41.69
$33.00
$30.80
$28.00

$78.25
$40.38
$39.90
$25.32
$26.44

2023

$97,344.00
$57,443.78
$264,245.28
$40,875.90
$43,014.40
$56,605.76
$44,806.67
$30,110.08
$27,372.80
$661,818.66

$661,818.66

$55,338.40
$22,677.41
$27,387.36
$17,379.65
$12,923.87
$135,706.69

$797,525.35

15% $119,628.80

$917,154.15

2024

$63,036.76
$60,132.63
$276,614.21
$42,789.24
$45,027.84
$59,255.39
$46,904.00
$31,519.49
$28,654.08
$653,933.63

$653,933.63

$35,835.32
$22,677.41
$20,748.00
$11,254.49
$13,528.82
$104,044.03

$757,977.66

$113,696.65
$871,674.31

2025

$61,995.11
$63,310.37
$291,232.03
$45,050.46
$47,407.36
$62,386.77
$49,382.67
$33,185.15
$30,168.32
$684,118.24

$684,118.24

$35,243.16
$22,677.41
$20,748.00
$11,068.51
$14,243.76
$103,980.83

$788,099.08

$118,214.86
$906,313.94

2026

$60,945.22
$66,488.12
$305,849.86
$47,311.68
$49,786.88
$65,518.15
$51,861.33
$34,850.82
$31,682.56
$714,294.61

$714,294.61

$34,646.32
$22,677.41
$20,748.00
$10,881.07
$14,958.69
$103,911.48

$818,206.10

$122,730.91
$940,937.01

140 147 154 162
$150.00 $4,200.00 $4,410.00 $4,620.00 $4,860.00
$160.00 $2,240.00 $2,352.00 $2,464.00 $2,592.00
$180.00 $756.00 $793.80 $831.60 $874.80

$7,196.00 $7,555.80 $7,915.60 $8,326.80
$54,000.00 $54,000.00 $54,000.00 $54,000.00

74



Pierce County Hospice Staffing - FTEs and salaries dedicated to hospice operations in Pierce County

Year1l Year2 Year3 Year 1 Year 2 Year 3
2023 2024 2025 2026 rate 2023 2024 2025 2026
ADC 0 134 14.8 16.2 0 134 14.8 16.2
Clinical Operations
Business Director - 0.35 036 0.37 5$46.80 $0.00 $34,307.24  $35,348.89  $36,398.78
Clinical Director - 0.27 030 0.32 S58.76 $0.00 $32,755.17  $36,177.36  $39,599.54
RN - 134 148 1.62 $54.06 $0.00 $150,676.03 $166,418.30 $182,160.58
LPN - 0.34 037 0.41 $3345 $0.00 $23,307.96  $25,743.12  $28,178.28
HHA - 0.54 059 0.65 S22.00 $0.00 $24,527.36  $27,089.92  $29,652.48
Msw - 0.37 041 0.45 $41.69 $0.00 $32,277.32  $35,649.58  $39,021.84
Chaplain - 0.37 041 045 S33.00 $0.00 $25,549.33  $28,218.67  $30,888.00
Volunter coord - 0.27 030 0.32 $30.80 $0.00 $17,169.15  $18,962.94  $20,756.74
Admin assist - 0.27 030 0.32 S28.00 $0.00 $15,608.32  $17,239.04  5$18,869.76
Total - 411 452 4.92 $0.00 $356,177.90 $390,847.83 $425,525.99
Administrative
Exec Director (shared) - 0.12 0.12 0.13 $78.25 $0.00 $19,503.08  $20,095.24  $20,692.08
Billing specialist (shared) - 0.11 0.18 0.26 5S40.38 $0.00 $9,238.94 $15,118.27  $21,837.50
Liaison (shared) - 0.25 0.25 0.35 $39.90 $0.00 $20,748.00  $20,748.00  $29,047.20
On-call coordinator (shared) - 0.12 0.12 0.12 $25.32 S0.00 $6,125.16 $6,311.14 $6,498.58
Intake - 0.13 0.15 0.16 S26.44 $0.00 $7,369.36 $8,139.29 $8,909.22
total staffing expense - 0.73 0.82 1.02
$0.00 $62,984.54 $70,411.94  $86,984.59
total plus admin shared S $419,162.44 | $461,259.77 | $512,510.58
benefits 15% S $62,874.37 | $69,188.97 | $76,876.59
S $482,036.81 | $530,448.73 | $589,387.17
Admissions 0 80 88 97
Contractors (per visit)
PT $130 $150.00 S $2,400.00 $2,640.00 $2,910.00
OT $125 $160.00 $§ $1,280.00 $1,408.00 $1,552.00
ST S160 $180.00 S $432.00 $475.20 $523.80
S $4,112.00 $4,523.20 $4,985.80
monthly
Medical Director (monthly
stipend) S 2,500.00 S $30,000.00 $30,000.00  $30,000.00



Combined Hospice Staffing - Roll-up by year for all FTEs and salaries for Wesley hospice in King and Pierce counties

Year1l Year2 Year3
2023 2024 2025 2026 rate 2023 2024 2025 2026
ADC 23.5 38 40.7 43.4
Clinical Operations
Director 1.0 1.0 1.0 1.0 $46.80 $97,344.00 $97,344.00 $97,344.00 $97,344.00
Clinical Director RN 0.5 0.8 0.8 0.9 $58.76 $57,443.78 $92,887.81 $99,487.73 $106,087.65
RN 2.4 3.8 41 4.3 $54.06 $264,245.28 $427,290.24 $457,650.34 $488,010.43
LPN 0.6 1.0 1.0 1.1 $33.45 $40,875.90 $66,097.20 $70,793.58 $75,489.96
HHA 0.9 1.5 1.6 1.7 $22.00 $43,014.40 $69,555.20 $74,497.28 $79,439.36
MSW 0.7 1.1 1.1 1.2 $41.69 $56,605.76 $91,532.71 $98,036.35 $104,539.99
Chaplain 0.7 1.1 1.1 1.2 $33.00 $44,806.67 $72,453.33 $77,601.33 $82,749.33
Volunter coord 0.5 0.8 0.8 0.9 $30.80 $30,110.08 $48,688.64 $52,148.10 $55,607.55
Admin assist 0.5 0.8 0.8 0.9 $28.00 $27,372.80 $44,262.40 $47,407.36 $50,552.32
7.6 11.7 124 13.2 $661,818.66 |$1,010,111.53 | $1,074,966.07 | $1,139,820.60
Shared admin expense $135,706.69 | $167,028.58 $174,392.77 $190,896.08
Total $797,525.35 |$1,177,140.11 $1,249,358.84 | $1,330,716.68
Grand total $797,525.35 [$1,177,140.11 $1,249,358.84 | $1,330,716.68
inc benes 15% $917,154.15 |$1,353,711.12 $1,436,762.67 | $1,530,324.18
Administrative
Exec Director (shared) 0.34 0.34 0.34 0.34 $78.25 $55,338.40 $55,338.40 $55,338.40 $55,338.40
Billing specialist (shared) 0.27 0.38 0.45 0.53 $40.38 $22,677.41 $31,916.35 $37,795.68 $44,514.91
Liaison (shared) 0.33 0.5 0.5 0.6 $39.90 $27,387.36 $41,496.00 $41,496.00 $49,795.20
On-call coordinator (shared) 0.33 0.33 0.33 0.33 $25.32 $17,379.65 $17,379.65 $17,379.65 $17,379.65
Intake 0.24 0.38 0.41 0.43 $26.44 $12,923.87 $20,898.18 $22,383.05 $23,867.92
Total shared admin 1.51 1.93 2.03 2.23 $135,706.69 $167,028.58 $174,392.77 $190,896.08
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Financial
Assumptions
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Wesley Homes Hospice Pro Forma Assumptions

General Inpatient Care Days

0.16% based on industry averages

Inpatient Respite Care Days

0.76% based on historical averages

Routine Home Care Days

98.75% based on historical averages

Continuous Home Care Days

0.33% based on industry averages

Medicaid R&B Days

Average daily census of 1.5 for 2023, 1.75 for 2024, and
2 for 2025 based on historical averages

General Inpatient Care Revenue

$1,110.76 per day based on Medicare rate schedules

Inpatient Respite Care Revenue

$492.10 per day based on Medicare rate schedules

Routine Home Care 1-60 Day Revenue

$211.34 per day based on Medicare rate schedules for
days 1-60 — assumed 65% of total routine home care
days are for days 1-60 based on historical averages

Routine Home Care 61+ Day
Revenue

$167.00 per day based on Medicare rate schedules for
days 60+ - assumed 35% of total routine home care days
are for days 60+ based on historical averages

Continuous Home Care Revenue

$1,522.04 per day based on Medicare rate schedules

Medicaid R&B Revenue

95% of $265.00 per day based on current skilled nursing
facility contracts

Payer Mix:

Medicare Assume 74% in Pierce based on average of King County
historical rates for 2019 and 2021

Commercial Assume .5% in Pierce (assumed higher than historical

averages to ensure access for all residents regardless of
payer)

Other — VA/TriCare/Self Pay

Assume .5% in Pierce (assumed higher than historical
averages to ensure access for all residents regardless of

payer)

Medicaid

Assume 25% in Pierce based on average of King County
historical rates for 2019 and 2021

Contractual Adjustments for Sequestration

2% of Medicare based on CMS rules.

Deductions from Revenue

Charity Care

1.00% based on historical
Provision for Bad Debts

6.00% based on historical
Contractual Allowance

2.00% based on historical
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Patient Care Costs

Salaries and Benefits

Hospice Employees

See salary tables

Payroll Taxes and Benefits

15% of salaries - historical

Medical Director (Contracted)

$2,500 per month X 12 months: $30,000 per contract

Pharmacy - Medications & IV Supplies &
Lab

$4.60 per patient day — historical

DME Costs (Equipment, oxygen)

$12 per patient day — historical

Medical Supplies

S4 per patient day — historical

Imaging Services

S$.08 per patient day — historical

Contract therapy

See staffing tables
Per historical experience, 20% of patients admitted
received one physical therapy visit. 10% of patients
admitted received one occupational therapy visit. 3% of
patients admitted received one speech therapy visit.
Contract rates for the therapists are as follows:

e Physical therapy — average of $150 per visit

e Occupational therapy — average of $160 per visit

e Speech therapy — average of $180 per visit

Contract services- software, EMR

$2.4 per patient day — historical

Misc contract servs: coding, billing, CAHPS,
labs, consulting

$3.8 per patient day — historical

General Inpatient Costs

$1,300 per general inpatient care day - historical

Inpatient Respite Costs

75% reimbursement — historical

Medicaid R&B Costs

Pay 100% of Medicaid room and board rate.

Mileage

$1.50 per patient day — historical

Marketing

$1.755 per patient day — historical

Office supplies

S$.43 per patient day — historical

Equipment

Replacement of iPads — 5-year rolling inventory

Postage

S$.05 per patient day — historical
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License fees

Per fee schedule, 75% Hospice fee added to Home
Health license fee. No additional fee to add Pierce to
King County until 2022 when FTE increase results in
license fee increase per fee schedule.

Registration, association fees

Estimate based on historical

Utilities

S$.40 per patient day — historical

Professional Services

$6.98 per patient day — historical

Insurance

S.24 per patient day — historical

Leases and Rentals

S$.08 per patient day — historical

B&O tax

1.75% of gross patient revenue

Allocated

Management fee — 5% of gross revenue
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Medical Director Agreement
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Hospice Medical Director's Agreement

The AGREEMENT is made as of the Vl%\ day of Veernbe ¢ 1o te
_ Between
";;;' Wesley Homes At Home, LLC
' B15'S. 216" Street
Des Moines, WA 98198
And:
Dr. _JJpE Veuassa : D License Certification # M@o<042-8 17

Address:___ 7= &Y Viveelate 29 o  BotVEr tdned” el 431,
Telephone: ( "LT—3>}S {6 ¢ ¥32

General Qualifications

The Hospice Medical Director must fully meet those pertinent qualifications specified by
governmental or professional agency regulations. The Hospice Medical Director shall hold a
medical degree, have a formal relationship with the Hospice either by contract or employment,
and be knowledgeable of the hospice philosophy, and hospice regulations. The Hospice
Medical Director must also have experience in palliative care and the management of the
terminal iliness and conditions related to the terminal iliness, and perform effectively as a
member of the interdisciplinary team.

License and Duties

The Hospice Medical Director must at all times be qualified, professicnally competent, duly
licensed under the laws of Washington State, have a current narcotics number, and be enrolled
in the Medicare Provider Enroliment, Chain, and Ownership system. The Hospice Medical
Director must provide oversight of the medical component of the hospice plan of care for each
patient. The Hospice Medical Director and other members of the Interdisciplinary Team (IDT)
must collaborate with the patient’s attending physician, communicating the patient’s wishes and
status. As a member of the interdisciplinary team, the Hospice Medical Director participates in
the development of assessment tools, processes, and care coordination activities, actively
participates in IDT meetings, and participates in quality assurance/performance improvement
(QAPI) activities.
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The Hospice Medical Director shall:

1. In collaboration with the Executive Director and Hospice Director of Clinical Services and
other health professionals develop formal patient care policies for the Hospice that:
a. Ensure that the patient rights are applied to every patient and that the patient,
family or caregiver receives notification of patient rights.

b. Provide for all services necessary for the palliation and management of the
terminal illness and related conditions;

c. ldentify measureable outcomes anticipated from implementing and coordinating
the plan of care; and,

d. Include evaluation of drugs and treatments necessary to meet the needs of the
patient.

e. Define the process of development of an individualized plan of tare by the IDT to
be approved by the physician that recognizes the patient’s wishes and status.

2. Act as liaison between the patient’s attending physician and other health professionals
caring for the patient.

3. Be prepared to assume responsibility for the care of the patient if the patient’s attending
or designated alternate physician is not available.

4. Develop, amend, recommend, and implement appropriate clinical pracﬁces and medical
care policies that help ensure that each patient’s medical regimen is intorporated
appropriately into the hospice plan of care.

5. Participate as a member of the hospice interdisciplinary team and attend required
meetings to review patient status, develop and periodically reassess the plan of care for
every hospice patient.

6. Review recommendations and reports of drug regiment review and quality assurance
activities, and take appropriate and timely action as needed to implemeént
recommendations. Attend and participate in quarterly Quality Assurance meetings and
report actions, concerns and recommendations.

7. In cooperation with the administration, develop rules, regutations and policies for the
attending physicians whose patients are admitted to hospice.

8. Meet periodically with administration and the IDT to discuss clinical and administrative
issues, specific patient care problems and professional staff needs for education or
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consultants, offering solutions to problems and identifying area where policy should be
developed.

9. Help the administrator and professional staff ensures a safe and sanitary environment
for patients and personnel by: reviewing incidents and accidents, identifying hazards of
health and safety, and advising about possible correction or improvement of the
environment.

10. Attain and provide information about federal, state and local regulations applicable to
hospice agencies.

11. Provide current information and advice about patient care, new treatment modalities,
and the pathophysiology of iliness for symptom management and palliative care.

12. Help manage review and respond to federal, state or local surveys and inspections.

13. Participate as a member of the Professional Advisory Council and attend meetings of
Wesley Homes Community Health Services Board of Directors.

The Hospice Shall:

1. Assure adequate personnel support to implement appropriate proposals and
recommendations of the Medical Director.

2. Coordinate and schedule interdepartmental or committee meetings or conferences
and notify the Medical Director of any anticipated need for his/her involvement
therein.

3. Permit the Medical Director to exercise his/her independent, professional judgment
concerning the type and manner of medical services and the monitoring clinical
performance.

4. The Hospice will provide the Medical Director with adequate space, support and
supplies needed in order to perform his administrative and managerial functions.

Duration of Agreement:

This agreement shall become effective on and shall remain in effect
unless terminated by either party upon 30 days written notice. This agreemerit may be
modified, expanded or changed at any point in the future upon mutual agreement by both
parties concerned.

84




Relationship:

The relationship between Wesley Homes Hospice and the Medical Director sHall be that ofa
consultant relationship, not that of an employee-employer relationship.

OUTSIDE SERVICES

Nothing in this agreement shall be construed as limiting or restricting in any manner the Medical

Director’s right during the term of this agreement, to render the same or similaf services as

those covered by this agreement to other individuais and entities, including other hospices,
“hursing homes and acute care facilities.

The Medical Director agrees to make available, upon request, any relevant documents, records,
or other materials, that Wesley Homes needs to conduct business to deal with fiscal
intermediaries, third party payers, regulatory agencies, or other similar entities, but does not
necessarily include books, records, documents deemed confidential under any evidentiary
privileges, including the attorney/client, doctor/patient, or accountant/client privileges.

Such right of access shall prevail consistent with state laws.

(L’[('Af | &
Signatlre of Mesical Director Date

Signature of Executive Director, Melinda Moore Date
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INSURANCE AND INDEMNIFICATION

A. Coverage provided by facility for liability arising from Medical Difector’'s
Administrative duties. [t is the intent of this Agreement that Wesley Homes will provide
adequate professional liability and general liability insurance with companies insuring
Wesley Homes Hospice and Medical Director for liability arising out of or resulting from
alleged negligent acts or omissions in the performance or non-performance of Medical
Director's administrative duties and obligations under the terms of this Agreement. If so
requested by Medical Director, Wesley Homes shall provide Medical Director with
evidence of such coverage. In no way and under no circumstances shall Wesley Homes
be responsible for providing professional liability, negligence, public Iiaijility and/or
property damage insurance for, nor shall Wesley Homes be liable for, dny cause of
action or claim arising from the acts of omissions, including, without limitation,
negligence or other misconduct of Medical Director in the performance or
nonperformance of Medical Director's duties as an attending physician to any patient of
the Medical Director nor shall Wesley Homes be responsible in any way for Director's
activities including the provision for medically related services, which are determined by
Wesley Homes in its sole and exclusive discretion to be outside the course and scope of
Medical Director's authority or duties as defined herein.

B. Coverage provided by Doctor for liability arising from non-administrative Medical
and Professional services. \Wesley Homes agrees to provide professional liability
insurance as an independent Contractor endorsement for professional services provided
by the Medical Director for professional duties performed within the course and scope of
Medical Director's authority and duties defined for Wesley Homes Hospice. The Medical
Director may choose to acquire comparable coverage that meets the criteria defined by
Wesley Homes insurer in effect at the time. Each party shall notify the other thirty days in
advance of any cancellation or material change in coverage.

C. Each party agrees to indemnify and hold harmless the other from and égainst any and
all claims, costs, actions, suits, judgments, damages, liabilities, losses, or expenses
including, without limitation, reasonable attorneys’ fees and the reasonable fees of
expert witnesses and other consultants, which arise or are asserted against or imposed
upon or incurred by the party seeking indemnification (“Indemnitee”) as a consequence
of any act or omission by the party from whom indemnification is sought {*Indemnitor”) or
any employees, agents, or contractors of the Indemnitor. This provision shall survive
termination of this Agreement. Nothing in this Agreement shall be construed to limit the
indemnity or contribution rights that the parties may have under law.

86




ATTORNEY’S FEES

If any action at law or in equity is brought to enforce or interpret the provision of this Agreement,
the prevailing party will be entitled to all actual attorneys’ fees and other costs incurred in that
action, in addition to any other relief to which that party may be entitled.

HOLD HARMLESS

Medical Director agrees to indemnify and hold harmless Wesley Homes, its employees, officers
and trustees, from all ¢claims of every type and nature arising from the services provided by
Medical Director pursuant to this agreement, including all attorney’s fees and court or arbitration
costs incurred in defending against such claims. Medical Director shall employ legal counsel
approved by Wesley Homes in defense of said claims. Medical Director further agrees to
indemnify and hold harmless Wesley Homes, its employees, officers, and trustees from all
claims arising from Medical Director's services rendered directly to individuals where
indemnification shall also include attorney’s fees and court or arbitration costs.

Medical Director assumes professional and administrative responsibilities to the hospice
patients for above services in this facility while Medical Director is acting in the capacity and
scope of services outlined in this agreement.

TERMS

1. Hours of Service:

Hours will be commensurate with the needs of the Hospice as determined mutually by
the Executive Director and the Medical Director.

2. Compensation:

$ 2,500 per month of service in the Hospice. All amounts due the Medical Director shall
be billed to the Hospice.
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HEALTH & HOME CARE
Care Choices in Your Home
To: jude Verzosa, MD
Re: Addendum to Wesley Homes Hospice Medical Director Agreement

Date: March 27, 2020

Addendum:

The current Agreement effective December 14, 2016 remains in effect as Dr. Verzosa functions as
Medical Director for Wesley Homes Hospice in King County, WA. Wesley Homes Hospice intends to
expand services inte Pierce County, WA following the Certificate of Need (CoN) approval process. On the
effective date of the Pierce County CoN, or earlier if permitted under the Governor’s proclamation
during the COVID-19 public health emergency, the agreement will extend Medical Director services for
Wesley Homes Hospice to patients admitted and served in Pierce County.

Wesley Homes Hospice corporate offices will remain in King County.
Compensation:
$4500 per month of service to Wesley Homes Hospice in King County.

$2500 per month of service to Wesley Homes Hospice in Pierce County, effective the date of Certificate
of Need approval or as allowed under COVID-19 waiver, whichever is earlier.

All other terms of the original contract remain in effect.

WKW WA{;M i é}(mb\s\w\% )B{v’é&m’

Melinda Moore, Executive Director Jude Verzosa, MD

Wesley Homes Community Health Services Medical Director, Wesley Homes Hospice, LLC
Health & Home Care

Wesley Homes Hospice, LLC
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Attachment 6
Documentation of Site

Control
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MULTI.-TENANT LEASE AGREEMENT

THIS LEASE AGREEMENT (this “Lease™) is entered into effective December 3, 2019, bclw::n Bﬂm_mg

Aswsigicy LLC, a Washington limited Ushility compagy, KBL Property LLC. o

Nosth Cresk Eninises L., o Washinaton inicd bl coman, and RKIULHK.LLC, « Washiagton timied by
company together ns ienants in common dba Centerpomie Bumness Park Associales (“Landlord™), and Weskey Homes, a

Washinglon public benefit corporation (“Tenam™). Landlond and Tenanl sgree 2e follows:

1. LEASE SUMMARY. in the cvent of 8 conflict between the tenns of this Summary amd the provisiens of the balance
of the Lease, the terms in the balance of the Lease shall control.

n Leused Premises. The lensed commercind real estate (the “Premises”) consists of an ogreed ares of 9,199
rentable nqu.nm fe=t and is outlined oa the floor plon oitached as Exhibit B The Premises are comsonly
known as 18000 T3™ Avenne §, Suwie 217, Kenl, WA 98032, (Addresses provided by the Londlord aic
spproximations. The Tenant is solely responsible for verifying the cameet address with local postal
authorities ) The Premises are Jocated on the land legally deseribed on stisched Exhibit A. The rent, Tenant's
pro mata share and other payments payable hescin are nat subjest to change duc 1o any variance in Tenant's
squarc footage. The Premisey do not include, and Landlord reserves, the exterior walls and ool of the
Premises, the land beneath the Premisea and sbeve the ceiling of the Premises, the pipes and duets, conduits,
wires, fixtures, and the structure in which the Premises are located (hereinalfier, the*Building™). The Building,
the land deseribed on Exhibrit A, al) other improvements located on smuch Eand and all Common Arcas (as
defined below) sppurtenant 1 the Building are referred to herein as the “Property *

b. Lease Cammencement Date; Lease Term. The mitial Lense lerm ("Lexse Term™) shall be for o period of
spproximately five (5) yeass and five {§) months.  The Lease shall commence upon substantial complction
of Landlord's Work, estimated to be April 1, 2020 (the “Commencement Date™), whercupan, provided thal
the facts 1o which Tenant is being asked to sttest in such certrificate arc in fact true, Tenanl agrees 1o exscule
o certificale confirming the date of the Commencement Daite, in the form of the certificate attached hereto as
ExhibilE Regardless of the Commencement Diate, nl) of the terms of this Lease shall commence and be
binding on Tenant beginning the first day Tenant occupies the Premises, except a3 expreasly sct forth to the
coptrary

[ Lease Termiastlos Date The Leasz shall temminaie at 1) 59 pm. on the date that is five {§) years and
five (5) months following the Commencement Date (the “Tenmination Date™).

d. Baze Renat, The base tonthly rent {“Base Rent™) shall be as follaws:

[Menihs o | Basc Reni Per |
Lease Term Month
01-12 39,199
13-24 950 |
25-36 $9.966
37.438 $10,349
49 - 50 $10.732
6] - 65 511,115

Free Reat Perlod: Notwithslanding the reot schedule above, no Rent of Operating Costs and other costs
shall be payablz for the first five (5) months of the Lease Temm, subject 1o the provisions of Section 22 (fthe
Commencement Date is other than the first day of & manth, cach month of “free rent”™ shall be credited for
thirty (30 doys.

Optien ta Extend Term: Ong (1), 1o extend for fivg [5) yeara, subject to Addendum One
Early Access Righis: As st forth in Sestian 36.
Esrly Termlostion Rights: A3 sct forth in Addendum Onc

e Prepaid Reat. Upon cxecution of this Lese by Tenant, Tenant shal deliver 10 Landlond the sum of Nins
Thioyasnd One Hundred Ningly-Ning and "/ 190 Dollars (§2.199.00) a3 prepad sent, to be applied to the Base
Rent due for the gixth {6®) month of the Lease

L Prepaid Operating Costs: $5,7]35.00 for the sixth (6*) month's Operating Costs due
[ Scturity Depasit. The amount of the Secunty Deposit is 317,830 04
b Fermitted Use. The Fremises shall be usad only for N j
in-home care facilities and for no other purpose without the priar writien consent of Landlord.
L Notice sod Payment Addresses: i +A 5_\
. gg £ 2k o
clo Rosen Hrbatlle, P O, Box 5003, Bellevae, WA §1009.5003 Bes Momes | WA ¥
Tenant -
Prior 10 the Commiencement Date: l‘)C'Slf_:} “0 ML 0/D \) YI;VM "\"‘!'.'.._&.D
ARc the Commencement Date: 18000 72 Avenne §, Suite 217, Kenl, WA 9503
J Tenant's Pro Rata Share. Sex Secton E(eNiv)
2. PREMISES.
'R tmﬂnrd Jeasca to Tenant, and Teaant lcases from Landlord the Premises upon the terma specified in this
ease.

b. Conditien of Prembies. Except as expressly specified in this Lease, Landlord makes no tepresentations or
warrantics to Tenant regending the Promises, including the zoming, mmiml.w:mlymdmhws.
ordinances and regulations, us well a3 all declartions, covenanls and encumbmances on title, geverning and

i
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regulating the use of the Pramises andfor the Common Arcas now oy hereafler encumbering the Property,
suitability of the Premises for Tenant's intended use, structural condition of the Premises and the condition of
ull mechanical, electricnl, and ather sysiems on the Premises. The Landlord will deliver the Premises to
Tenant (a) waler tight, (b) free from structural or latent defecty, (¢) fiee from hazardous materials and (d)in
compliance with ADA. The Premiscs will be delivered with all mechanical, clectrical and plumbing systems
in good working order To the best of Landlard's knowledge, the Premises, when delivered 1o Tenant in » siatz
when they arc Ready foe Possession, are and will be free from structura] or latent defects and in complisnce
with 2} applicable building and firc codes.  Excepl for any ienent improvements described on attached
Exhibit C a3 Landlord’s Work, Tenans shall be respensibic for performing all work neecusary i bring the
Premiscs into coadition satisfactory to Tenant {“Tenant's Work™). Responsibilities for design, payment and
performance of all such work shall be as sct forth on ottached Exhibit € By signing thus Lease, Tenant
scknowladges that it has had adequatc oppartunity 1o investigate the Premises, acknowledges responsibility
for making any comections, altcrations and repaity to the Premises {other than the Landlerd's Work), and
acknowledges that the time needed to complete any such items shall not delay the Commencement Diate.

3. TERM,

[N Commencement Date. The Lease shall commence on (3) the date specified in Section 1(b), or, (ii) on such
calier or laler date as may be specified by writlen notice daliversd by Landlord 1o Tenant advising Tenant
that the Premises are o will be “Ready For Possexsion”™ and specifying the revised Commencement Date
“Ready For Posscssion” shall be defined as the date the Premises are ready for occupancy by Tenant and
Landlord tenders passession of the Premises. Landlord will diligently perform or caase 1o be performed the
Landlord's Wark I there is Lendlord's Wock required, said date shall be no carlier than the dais the
Landlond's Work is substantislly complete, subject anly 1o pmch-list items, 17 there is Landlerd's Work,
Landlerd and Tenant shall coapersle lo compile the punch-list within fourteen (14) days af the dale the
Premises arc Ready for Possession. Landlord shall pmmplly correct all punch.list items If Tenant foils to
notify Landlond ol any defects in the Landlond*s Work o the Premises within fourtern (14) daysafer Premises
are Ready for Possession, Tenant shall be dosmed 1o have accepted the Premises in their then condition
(subject to Landlord's obligations under Section 13 below). If Tenant discovery any major defects in the
Landlord’s Wosrk within the fourtezn (14) day period after Premises are Ready for Posscssian thel would
prevent Tenan! from using the Premises for 2 intended purpose, Tenant promptly shall so notify Landlord in
writing and the Cammencement Date shall be delayed until efler Landbard has comeciad the major defects
Ta the extent Tenant's tenant improvements are not compleied in time for the Tenant 1o occupy or lake
porsession of the Premises on the Commencemnent Date duc to the actions or inactions of Tenan, or any
failurc of Tenant to fulfill any of its obligations under this Lease, the Lease shall nevestheless commenee on
the Commencement Date.

Neither Landiond ror any sgent or employee of Landlord shall be liable for any damuge or Joss duc to
Landlond's inability er failure to deliver posseasion of the Premises to Tenant a3 pravided in this Lease, The
Temination Date shall be modificd upon any change in the Commenesment Date so that the length of the
Lease Term i3 nol changed. I Landlord does not deliver posseasion of the Premuses 1o Tenant withtn
nincty (90) days ofter the datz specilied in Section |, excluding the number of days delivery is delayed due to
Tenant's uctians or inactions, Tenant may clect to cance) this Lexse by giving wrinen notice to Landlard
within ten (10) days afler such time petiod ends, so long 13 23id notice is given before the Premises are Ready
for Fosscasion. If Tenant gives such limely notice, the Leasc shalt be canceled, afl prepaid rent and Sceunty
Deposits shal] be refuaded to Tenant, and neither Landtord nor Tenant shall have any further obligations to
the other. Notwithsianding the forcgaing, in ne event, bowever, shal) Tenant have the right o cancel this
Lease if and to the extent any delay in making the Premises Ready for Posseasion is the resull of (i) any actof
God or the clanents, (i) shortage or unavailshility of necessary materials, supplics, or laba, (iii) shortage of
of intcrruption of bunspostation facilrics, (iv) any actions or inactions af Tenant, or {v) any other cause beyond
Landionf's reazonable control,

The first “Lease Yews™ shall commence on the Commencesnent Date and shall end on the date which is
tuzlve (12) manths fom the end of the manth in which ihe Commencement Date ocoury. Each muccessive
Lease Year during the initia) torm and any extension terms shall be twelve (12) months, comaincing on the

first dsy following the end of the preceding Lease Year, except that the last Lease Year shall cnd on the
Ternination Dalc.

4. RENT. Tenant shall pay Landlord witheut demand, deduction ar offsel, in lawful money of the United Sistes, the
monthly Base Rent stated in Section 1(d) in advance on or before the first day of cach manth during the Lease Term
beginning on the Commencement Date, and any other additions] payments duz & Landlord, including Operating Casts,
when requirtd under this Lease. Payments for any partia) month ot the beginning or end of the Lease Term shall be prorated
Tenani shall ot prepay more than two (2) months” rent it sdvance without Landlord's eonsent

A3 uscd herein, "Rent® and "rent” shall include the foregomg described ruens, tagether with all other sums, costs, fees, ar
uther charges, withou! limitation, 1o be paid o reimbursed by Tenant to Landlord under the terms of this Lease, whether or
not sa designated, If any Rent or sums payable by Tenant to Landlord under this Leass are nol received by the third (3%
day follawing the dale due, Tenant shall pay Landlord in addition to the amouni dus, for the cost of collcctng and handling
such lalc payment, an amount equal to the grester of $250 ar t=n percent (1045 of the elinquent amount. In addition, afl
delinquent sums paysbie by Tenant ta Landlord and not paid within five (5) days of the due date shall, st Landlgrd's option,
bear inlerest at the rate of twelve pereant (12%) per annum, ot the highest rale of interest allowable by law, whichever 1
leas. Interest on ol delinquent emounts shall be calculated from the ariginal due date to the date of payment.

Landlord's eceeptance af less than the full amount of any payment duc from Tenant shall not be decmed an accord and
satisfuction or compromise of such payment unless Landloed specifically consents in writing to payment af such Jessar sum
83 20 sccond and mtisfaction or compromisc of the amount which Landlord claims, nor shall such accepiance prevent
Landlerd from exercising any of the other rights and remedics granted hereunder

5. SECURITY DEPOSIT. Upon exceution by Tenat of this Lease, Tenant shall deliver o Landlord the Secaurity Deposit
specified in Section 1(g) above (the “Security Depasit™), aa secunity for Temamt's faithful performance of Tenam's
obligations hercunder  Landlord may commingle the Security Deposit with its other funds, (i Tenant bresches any cavenant
o condibion of this Lease, intluding but not limited to the payment of Rent, and such breach continues beyond any applicablc
mpq'iodmfnnﬁinlhill.m:,lhmLundln:dmlyupplynllnrnaypanuwaSumiryDepn:illntheptymm!ofuy
sum in default and any damage sufTered by Landlond a3 o result of Tenant's breach. In such eveny, Tenant shall, within
ten (10) days afler written demand therefur by Landlord, deposit cash with Landlond the amount so applizd in an amount

2
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sufficient to restore the Secunty Depasit to the fult amount sioled sbove, and Tenant's failure to do 3o shall be u breach of
thia Leasc, snd Landlord shall have the remedies set forth in Section 22 of 1his Lease Any payment W Landlond from the
Sccurity Depotit {or so much thercol as has not been applied ot retamed by Landlord as provided herein) shall not be
cansticd 13 » payment of liguidsted dsmages for any default, I Tenant complics with o) of the cavenants and conditions
of this Lease throughout the Lease Tem, the Security Deposit (or so much thereof as has pot been applicd ar retained by
Landlord as provided herein) shall be repaid 10 Tenant without interest within thisty (30) deys afler the cxpiration of the
Lease Term, or the date of vecation of the Promises by Tenant, whichever is ater In the evest of termination or assignment
of Landlord's interest in this Lease, Landliord shall transfer the Secunty Deposit 1o Landlord's successor in interest,
wherzupon Tenant releases Landlord from all lisbility fot the retum of the Sceurity Depasit of the aceounting therefor

6. USES. The Premises thall be uscd only for the use(s) spesificd in Section 1(h) above (the “Permitted Use™), and for
no ather business of puspose without the prior writicn consent of Landlord, No act shall be doze on or arcund the Prentises
that is unlawfial ar 1hat will increase the existing rale of insurance on the Premiscs or the Building, or cause the cancclistion
ol any insurance on the Premises or the Building. Tetant shall not commit o allow to be commitied any wastc upon the
Premises, ar any public or privale auisance. Tenant shall nat do or pamit anything Lo be done in the Premises or on the
Froperty which will obstruct o7 interfcre with the rights of olher tenants or sezupants of the Froperty, or their customers,

clicats and visitors, or to injure or annoy such persons Smoking and/or vaping of any nibstance in the Premises is siretly
{forbidden,

7. COMPLIANCE WITH LAWS. Tenani shall not cause or permil the Premises to be used in any way which violaley
eny law, ordinance, or governmental regulation or order, incloding, without lienstation, the Americans with Disabilities AcL
Tenant shall be responsible for complying with all laws epplicable to the Premises as a result of Tenant's particular use
(other than mere occupancy), such a3 modifications required by the Ameticans with Disabilities Act &3 & result of Tenanl
epaning the Premiscs to the public a3 plece of public accommodatian, or any speeial requirements imspased by the particular
activitics or products of Tenapt. !f the cnactment or eafarcement of any law, ondinance, regulation or code during the Lease
Termn tequires any changes to the Premises during the Lease Term, the Tenant shall peform all such changes al 113 expense
if the changes are required duc 1o the nature of Tenant's sctivities or products ot the Premises, or to aiterations thet Tenant
sccks o make to the Premises

8. OPRERATING COSTS.

s Definition, As ued herein, “Operating Costs™ shall mean all costs of opemating, maintaining sad repairing
the Premises, the Building, and the Propesty, detenmined in sccordunce wilh generally accepted aceounting
principles, and including, without limitation, the following all taxes and assczsments {including, but not
limited (o, real and persanal property taxes and assessments, local improvemen! district asseszments and other
special pwpose asseagments, and taxes on rent of gross reecipls); insumnce premiums paid by Landlond and
(to the extent used) deductibles; waler, septic/sewer and all other utility charges (other than utilities separately
mectered and paid direcily bry Tenant or other tenants), Commen Ares janitorial and all oiher Comman A=y
cleaning savices; Common Ares refitsc and trash removal, refusbishing and repainting, Comman Arca carpet
replacement; repair and amentized cost of replacement af healing, ventilation and air conditianmng serving the
Premises and Comman Arcas; amortired cost af Common Area elevalar and roaf; city, stale, federnl code
compliance; pest control; highting systems, fire detection nad seeurity scrvices; landscape mainlenance,
propenty managettient {fecs and/or personns} costs) not exceading five percent ($%) of the gross rents of the
Property, a genern] administration fec cqual 1o fileen percent (15%) of Operating Cogts; parking 1ol, road,
sidewalk and driveway paiching, resurfacing and maintenanes; snow and jez removal, amortization (on a
stmight-linc basis and in accordance with generally aceepled accounting prineipiss) of capital Emprovements
{the uscful life af which shall be a reasonable period of time as determined by Lusdlord, and costs of legal
services (except thoac incurred directly relating to 4 particuler occupant of the Building}; sccounting services,
lsbar, supplies, materials and tools. Landlond and Tcnant sgree that if the Building is not ninety-five percent
(95%) accupicd during sny cakndar year, on o monthly average, then the Operating Costs shalf be increased
to reflect the Operating Costs of the Building as though il were ninety-five percent (95%) occupicd and
Tenant's pro rata share of Operating Costa shall be based upon Opemting Costs ax 30 adjusicd.

b. Exclusions from Operatiag Costs.  Operating Costa shall not inchwde Landlord's income tax ot genersl
eocparate overhead, deprecistion on the Building {including capital improvements ta the Building) or
equipment therein, loan payments, real estate broker's commissions or any costs regarding the operstion,
maintcnance znd ropais of the Progises, the Building, or the Propenty paid directly by Tenant or other lenants
in the Building I Tenant is renting o pad separsic from any other structures en the Proparty for which
Landlord scparately fisrnishes the services deseribed in this section, then the tem “Operaung Costs” shall not
include thasc coss of operaling, repairing, and maintaining the enclased mall which can be scparaicly
allocated {o the tenants of the ather structires. Operaling Casts which cannet be scpantely allncated to the
imants of other structurcs may include but are not limited 1o inswance premiums, taxes and assessments;
manogement (fezs and/or personnc) costs); exterior lighting, parking lot, road, sidewnlk end driveway
paiching, resurfacing and maimenance; mow and ice removal; and costs of legat services and accounting
services.

s Capitat Ezpenditure Constraints. Landlard shall have the right to include in the recovenable cxpaises of
the Commimon Arcas cither reseyves (in sdvance of such expenditures) or amortring reimbursaments for
replaccment of existing capital improvements in the Property spread over their usefia) life, which Tenant
hacby authorizes Landlord 1o impose a3 Landlord deems necessary

d. Type of Payment. Cptions one and two addtexs the manner in which Operating Costs are paid under s

Lease To sclect the pure triple net optian, check option one. To select the base year oplion, check option
two

B OFTION ONE: TRIFLE NET. As additional Rent, Tenant shall pay to Landlard on the first of cach
month with psyment of Tenant's Base Rent one-twelfth of Tenant's pro rata share of Opemating Costs

O OFTION TWO: BASE YEAR. The Basc Rent paid by Tenant under this Lease includes Tenant's pro
s share of Opersting Caats for the calendar year in which the Commencement Date occurs {the “Base
Year”). As additiona) Rent, Tenant shall pay 1o Landlord on the first day of cach menth commencing on the
fuzt day of the first year after Commencement Dale, with Tenant®s payment of Base Rent, one-twelfth (1712)

of the amount, if sny, by which Tcnant's pro rata share of Operating Costs exceeds Tenant's annualized pro
aia share of Opersting Cons for the Base Year
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Mecihod of Payment. Tenant shall pay 1o Landlord Operating Costs as provided abave pursuant to the
following procedure:

(i) Landlord has provided to Tenant, prior to the signing of this Leasc, a writien good faith estimate al annual
Opcrating Costs for the calendar year in which the Commencement Date oczurs. Landiord shall also provide
to Tenant, 23 snof a3 possible following the first day of each succeeding calendar year, & good faith estimate
of Tenant’s antual pro rata share of Operating Costs for the thencurront year  Landlord shafl, at its aption,
have the righ! to amortize any Opcrating Costs over 1 longer period of time, including interest.

(i{) Each cstimale of Tenant’s enmul pro rala share of Operating Costs determnined by Landlord ay described
shove shall be divided inlo twelve (12) equal monthly installments. 1f Tenant pays Operating Costs under
Option One, Tenant shall pay 0 Landlord such monthly installment of Operating Costs with cach monthly
payment of Base Rent. If Tenant pays Opemting Costs under Option Two, Tenant shall pay to Landlord with
cach manthly peyment of Base Rent the amount, if any, by which such monthly insaliments of Oparnting
Costs cxceed one-twellth {1/12) of Tenant's annualized pro rata share of Operating Costs for the Base Year
In the event the estimated amount of Tenant's pro ruts share of Operating Costs has aot yet been determmed
for any calendar year, Tenant shall pay the monthly installment in the estimated amount detcrmined for the
preceding calendar year until the estimate for the current calendar year has been provided (o Tenant. At such
time 04 the extimate for the current calendar yoar is reccived, Tenant shall then pay any shonfull o receive o
credit for any surplua for the preeeding months of the curent calendar year and shall, thereafter, make the
monthly instaliment payment i accordance with the corrent estimate; and

{iii} A2 3000 a3 reasanably possible following the end oFeach calendas year of the Lease Term, Landlerd shal)
determineg und provide to Tenant  sutement (the “Operating Costs Statement™) setting forth the amount of
Opcruting Casts sctually incurred and the amount of Tenant's pro rata share of Ciperating Casts actually
paysble by Tenant with respect to such calendar year a the event the amount of Tenant's pro mia share of
Operating Costa excends the sum of the manthty insialtments sctually paid by Tenant for such calendar year,
Tenani shall pay to Landlond the difference within thirty (30) days fellowing receipt of the Operating Costs
Statcment. In the event the sum of such installments excends the amount of Tenant's P© fala sharc of
Operuting Costs actually due and owing. the difference shall be applicd as a credit 1o Tenant™s future pro raln
share of Operating Conls payable by Tenant pursusnt 1o this section.

(iv) Tenant’s pro rals share of the Opernting Costs shall be detenmined based on the ratio betwesn the tota
reatehic square fwolage of the Premises and the total rentable square footsge of all buildinga locaied on the
Property, exclusive of the square feotage of the Common Areas. Provided, hawever, that Landlord shall have
\be right, acling reasansbly and in good faith, to adjust Tenant's share of any expense of charge, where
appropriate, to reflect Tenant's actual ussge or project type, ie, industrial verni office use. If any tenant
pays real estole taxes of s share af any other such expenses or charges, direetly o is required o pay for suich
insurancs according W the terma of its lease, the Premiscs of any ruch tenant and the amomnt paid directly by
such tenant shall sot be included in the calculation ta apportion that panticular item of expensc or charge
among the other tenants.

{v) Teoam's Right ta Audit Operating Costs,

(1) Tcnant shal) have the right, upon fulfillment of the conditinns st (orth below, to canduct one audit
ol Landlord’s books and records cavering the Operating Costs for cach calendar year during the Lesse
Term to verify the accuncy of Landlond's determination of Tenant's pro retw share of such costs. In the
cvent Tenant does not elect 1o conduct an sudit of Landlord's books and recards for o particular calendar
year as set forth herein, then Landlord's Operating Casts Statement for that panicular calendar year shall
bie deemed conclusive and binding for all purpases. The conditions which must be met before Tenant
shall have the right to audit the books apd recands af o particular calendar year are as follows:

A Tenant must provide Landlord not less than thinty {30) days* prior wrinen notice of the
Tenant's election to audit (the “Tenant’s Notice of Audit™), which Tenant"s Notics of Audit
st be delivered ta Landiord within thirty (36) days afier Tenant’s receipt of the Operating
Costa Stsiement for & panticular calendar year

B The Tenant's audit must be undertaken and completed by either employees of Tenantorby a
nationally of regionally recognized eccounting firm which is not compensated on acontingent
fe= basis at reasonable times dusing Landlord’s nomal business hours at the place where the
Landlord’s records are kept, or st a1 alternate location determined by Landlord. Said sudit
will be completed within sixty (60) days sfter Tenant's receipt of the Operating Costs
Statement for & particular calendar year

(2) TheTenant's right o audit Landlord's boaks and reconds shall be strictly imited 1o the right set fonth
above and Tenant shall have 6o right 10 audit any of Landlard's boaks or records for any calendar year
before o afler the Lease Term ar for any calendar year other than the immediately preceding calendar
year as set fosth above. All of Tenaot's costs and expenses arising from the audit shall be bomne solely
by the Tenanl, unless the andit reveals that Tenant hes besn avercharged by mare than five percent (5%4)
in the agpregate, in which case Landlord shall pay Tenant's reasonable and acrusl out af pocket costs
related to the audit in an amount not to cxceed $2,500

(3) A truc and cosrect copy of the audit shall be delivered 1o Landiard within fifteen {15) days of the
completian of such sudit. Any undespayment shown by Tenant's audit shall be paid in cash to Landtord
within ten {10) days sfler the dale of the nudit, along with any costs which may be duc purniant to
subscztion (2) shove. Any overpayment shawn by such audit shall be subjert 1o Landlond's prampt
verification and, upon such verification, shall be given 1o Tenant in cash oz 03 2 crodit ogninst Opcyating
Casts next falling dve.

(4) Al of the information clnained by Tenant's sudit with reapect to costy, cxpenses, income or alher
financial or other matters pertaining to the Landlord snil/ar the Property shall be held m strict canfidence
by Tenant and its emplayecs, officers, representative and suditar and shall nol be reveated in any marnner
to any persen exeep! upon the prior written consenl of Laadlord or gursuant to s court ordar
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9. UTILITIES AND SERVICES. Landlord shall provide the Premises the follawing servicss (excluding thase that are
nat building standasd of not scrving the Pramises), the cost of which shall be includsd in the Operating Costs: water, sewer,
g83, electricily and heating, ventilation and air conditioning from 7-00 am to 608 p m. Monday through Friday, and
200am. 1o 1.00 pm. on Saturday (unless such hours arc restricted by asy governmental or utility regulations), and shall
provide janitarial service to the Promiscs and Comman Arcas. Afer-hours use of wales snd eleetricity (not heating,
ventilstion, and air conditioning system “HVAC") shall be provided withaut additional charge sa long es 3aid use does nat
ixceed fous (4) howrs per week and is pot restricted by governmental or utility regulations. HVAC will also be provided by
Landlord 1o the Premises during sdditional hours on reasonable notice 1o Landlord, at Tenant's sole cost and expense, st an
houzly rate reasanably established by Landlord from time w0 time and payable by Tenant, a3 billed, as additional Rent.

Tensut shall funish and pay, at Tenant's sole expense, al) other utilities {including, but pot limited o, telephone and cable
service il avniloble) and other services which Tenan) requires with respeet 1o the Premises, cxzept those to be providad by
Landlord as described above. Notwithsianding the foregoing, if Tenant®s use of the Premases incurs utility service charges
which are sbave ordinary usage (even if such wiilities are not separately metered), Landlord reserves the right 1o require
Tenant to pay a reasonsble additionel charge for such usage. For example, where Tenant insialls and uses a aumber of
dumﬁc&vhwmhhgmmmwwmcmmhhighaah:uicuchugumdinnmd
chasges for couling since ovetheating of roams may result.

Notwithstanding the provision which allocates Operating Cosis 1o each teniant according 1o its pro rals share, if any such
ulilitics (as specificd in this Section 9) are not separately metered to Tenant, Tenant shall pay its share of ell charges jointly
metered or measured with other premiscs as part of Operating Costs, based on the ratio between the total square foolage of
the Premises and the total squsre: footage of all premises jointly metersd, as may be adjuster by any additional charges levied
by abave ordinary usage. 1 said services aye separately metered or measured, Tenant shall pay directly for said costs. Alss,
if Tenant's use of any utilities is dispropontionately heavy, Landiard shall have the right to scpanately charge Temant and
Tenant shall pay for such disproportionale use, as determined by Landlord

10. TAXES. Tenant shall pay all taxes, assessments, liens und license fees (“Taxes™) levied, assessed of imposed by any
tuthority having the direst of indirect power to tax or assess any such licns, by reasan of Tenant’s use of the Premises, and
ull Taxes on Tenant's personal property located on the Premises, Landlord shall pay all Taxes with respect to the Building
and the Property, the costs of which shal] be included in Operating Costs, ehargesble 1o Tenant pursuant to Section 8

11, COMMON AREAS.

. Definitlon, The lerm “Common Ancas™ means all aress, facilities and building systems that are provided and
designated from time 10 lime by Landlord for the gencral non-exclusive use and convenience of Tenant with
other (enants and which are nat keased or held for the exclusive use of a panticular tenant. Common Areas
may, but do not necessarily include, hallways, entryways, stairs, clevaters, driveways, walkways, ictraces,
docks, loading areas, restroomys, electrical or telephone clascts and ulditics located therein (whether located
within the confines of the Premises or otherwisc), trash facilitics, parking sreas and garages, madways,
pedestrion sidewnlks, landscaped areas, security aress end lobby of mal) arcas. Tenant shall comply with
reasanable rules and regulations conceming the e of the Common Arcas adopied by Landlord from time to
time. Without sdvance nalice to Tenant and wathout any lability to Tenant, Lendtord may change the size,
3z, or nature of any Camman Arces, erect improvements on the Common Aress or canvert any pottion of
thc Common Arcas to ths exclusive use of Landlord or selected tenanls, s long 23 Tenant is not thereby
deprived of the substazitial benefit of the Premises. Landlord rescrves the usc of exterior walls and the roof,
and the right to install, maintain, use, repair and replace pipes, ducls, conduits, sod wires leading through the
Premiscs

b. Use ol 1he Common Areus, Tenunt shall have the non-exclusive tight in common with such other tenants to
whom Landlord has granied ot may grant such rights to usc the Common Arcas  Tenant shall abide by rules
and reguistions set forth on Exhibit D attached hereto, as may be amended by Lendlord from time 1o time and
stull uac ity beat cfforts to cause jts employees, contmctors, and inviless Io comply with thase rules and
rcgulations, and not interfere with the use of Common Areas by others. Landlord shall not be respansible to
Tenant for the nonperfarmance of any rules and reguiations by sy other tenants o occupants of the Propesty
Storage, cither permancnt of temponeey, of materials, supplica or cquipment in the Caminon Areas withou
Landiord’s priot writicn consen! is strictly prohibited.

c Maiatennnce of Commoa Areas. Landlerd shall maintain the Cemmon Arcas in good order, condition and
ecpair This maintenance cost shall be an Operating Cost chargeablke to Tenant pursuant to Section §

12. ALTERATIONS. Temal may nat make any altzmlions, additions or improvements 1o the Premises (“Alterabons ™)
over the amount of 52,000 (individually o in the aggregalc, with respect to sepamic items relating to the same alterntion,
addition or improvement), without the prior writies consent of Landlord, which shall not uttreasonably be withheld. The
term “Alterations™ shall not include the installatfon of shelves, movable partitions, Tenant's equipment, and trade fixtures
which may be performed without damaging existing improvements or the atructural integrity of the Premises, and Landlord's
consent shall not be required for Tensnt's installation of those ilems. Tenant shall compicte ali Alterstions at Tenant's
Sxpoiisz (1) m compliance with ali applicable taws, (i7) in good, fully functioning and workmanlbike condition, (it} in
accordance with plany and sperifieations spproved by Landlocd, {iv) using contractors approved by Lendlond, and (vitne
mannes 5o as 1o not unreasonably interfere with other tenants. Landlond shall be desmed the awner of all Altesations that
remain as o part of the Premiscs at the ead of the Lease Tesm. At the end of the Lease Term or the earlier termination
thereol, regardicss of Landlord's consent for such changes, Landlond may require Tenant ta remove all Alterstions specified
by Landlord, immedsately repair any damage lo the Premises esused by temoval ol Allerations and restore the Premises to
its ariginal condition, all at Tenam’s sole con.

It iy acknowledged that Tenant, ity comractors and subcontractors are not scting os Landlord's sgents in making any
Alierations or performing sy work on or sbaut the Premises, regardless of Landlord's funding of such work, review of
plans of inspection of the wark progress or completion, and that asy lien rights that Tenan's cantraciors or subcontractors
may kave apply only to Tenant's leaschold interest in the Premises end not to any portion of the Landlord's ownership
interest n the Prawmises of the Propaty  Tenants shall inchude & provision o this effect in all of its contracts for watk 1o be
performed on or abaut the Premises.

13. REPAIRS AND MAINTENANCE. Tenant shall, st its sofe exponse, mamtain the Premises m good condition and
promptly make al nonstructural repains and feplocaments necessary 1o keep the Premises safe and in good condition
Landlord shall maintain end repair the Building structure, foundation, exterior walls, roaf, exteriot lighting, the Comman
Atca, and the HVAC, the cosis of which shall be included in the Operating Costs, Tenani shall not damage any demising
wall or disturb the strucraral integrity of the Promises and shall prompily repair any damage or injury dene 1o any such
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demising walls a7 structural clements caused by Tenant ot its customen, cmployees, agenls, contractors, or invitess. 1T
Tenant fails ta maintain of repair the Premises, Landlord may enter the Premises and perform such repair of maintonance
on behalf of Tenant In such case, Tenant shal) be obligated 1o pay to Landlord immedistely upen recapt of demand for
paymeni, as additional Rent, all costa incurred by Landlord. Notwithsianding anything in this Section 13 1 the contrary,
Tenant shall not be responsible fur any repaira 1o the Premises made necessary by the octs of Landlord of any other tensat

of the Building ar the agents, anplayees, contraclont o invitees of cither (subject to the provisiona of Sectiona 1H{M) end
17g) below).

Upon expiration of the Lease Term, whzther by lapae af lime of otherwise, Tenani shall promptly and pescefully surrender
the Premiszy, together with all keys, to Landlord in as goed condition na when received by Tenent from Londlord or as
thereafler improved, reasonable wear and tear and insured casualty exceplad.

14, ACCESS AND RIGHT OF ENTRY, Tenant shall permit Landlord and its agents and cmployers Lo enter the Premises
&t all reasonable times for the purposes of inspection or (o make repairs, alterations or improvements  This Section 14 shall
nol impose any ropair o other obligation bpon Lendlord not expressly stated elsewhere in this Lease. Landlord also shall
have the right 1o enter the Premisca for the purpase of showing the Premises to prospective purchasers ar lenders at any time,
aid lo praspective tenants wilhin 270 days prior 1 the expintion or sooner termination of the Lease Term.

15, SIGNAGE. Tensnt shail oixain Landlard's writen consent before installing any 3igns upon the Premises. Tenant shal
install any spproved signage et Tenant's sole cxpense and in compliance with all applicable laws, Tenant shall pot damage
ot defoce the Premises in installing of removing signage end shall repair any injury o damage to the Premises cavsed by
such installstion or removal  Tenant may install 8 sign on the Building fagade, 09 shown og Exhibit F atiached hereto,
subject 1o () Landlord's signage critcria, review, and spproval; and (b} all applicable governmental requirements  Further,
Landlard sha)l permit Tenant to instal] Building Siandard signage on the lobby dircetory and at the main comridor entrance
1o its Promisey. Upon the expiration or earlicr terminntion of the Lease, Tenant, af ity sole cost and oxpenae, thall remove
af) such signage and repair all damage o the Premises and/or Building that tay arisc a3 o result of such removal.

16. DESTRUCTION OR CONDEMNATION.

5 Uamageand Repair. (i) Minor Damage, [f the Premises o the portion of the Propenty necessary for Tenant's
accupancy of access arc partiafly damaged but nat rendered untenantable, by firc o ather insured casualty,
then Landlord shall diligently restore the Premises and the portion of the Property necessary for Tenant's
occupancy and this Lease shall not terminate; provided, however, Tenant may terminatc the Lease if Landlord
i1 unable to resiore the Premiaes within cight {3) emonths of the casualty cvent. The Premises ar the portion
of the Praperty necessary for Tenant's occupancy and conduct of Tensst's noral business operations shall
nat be deemed mtenantable if less than tweaty-five pereent (25%) al each of those arcas ore: damaged ond if
rensonsble use of and accery to the Premises for Tenant’s normal busineas opemiions is not materially
impaired. Notwithstanding the forcgoing, Landford shall have no obligation to restore the Premises or the
paftion of the Property necessary for Tenant's occupancy if insurance proezeds, lexs applicable deductibles,
are not available ta pay the enlire cost of sch restoration. If insurnace pruceeds, leas applicable deductibles,
arc available 1o Landlord but are not sulficient to pay the entire cost of restoration, then Landlord may elect
ta terminate this Lease and keep the insurance proceeds, by nolifying Tenant within sixty (60) days of the date
of such canualty

(i} Msjor Damage. If the Premises, the portion of the Propeny necessary for Tenant's atcupancy, or fifty
percent (SB%) or mote of the rentsble area of the Property arz entirely destroyed, or partially damaged and
rendered unienantable, by firc or ather easualty, Landlard may, #i its aption  (a) terminete this Lease as
provided herein, or (b) restore the Premises and the pertion of the Property necessary for Tenant's occupancy
1o theis provious condition, provided, however, iff such casualty cvent occnrs dunng the Last xix (6) months of
the Lease Term (afler considering any option ta oiend the term timely excreised by Tenant) then exther Teasnt
of Landlord say elect 1o tevminate the Lease. I, within sixty (60) days after receipd by Landlord from Tenant
of writlen motice that Tenant decms the Premises o the partion of the Property necoasary for Tenant's
eccupancy entcnantable, Landlord fails 1o notify Tenant of its election to restore thase arcas, or if Landlord is
unable to rrstore those areas within cight (1) months of the dsic of the casually event, then Terant may clect
10 syminaie the Lease,

If Landlomd restares the Premises or the Property under this Section 16(a), Landlord shal) proceed with
reasonsbie diligense 10 complete the work, and the Base Rent shall be abated in the same propartion a3 the
unienanisble partion of the Premiscs beats to the whole Premises, provided that there shall be s rent shatement
enly if the damage or destruction of the Premises or the Propesty did nat result from, or was nol coatributed
te directly or indirectly by the sct, fault or neglect of Tenant, or Tenant's officers, contracton, licensees,
agents, scrvanis, employsss, guests, invitees of visitors  Provided Landlord complies with its obligations
under this section, no damages, compensation or claim thall be paysble by Landtord for inconvenience, lags
of business ar annoyance direetly, incidentally or consequeniiaily orising from any repair or restomtion of Yy
portion of the Premises or the Pmperty Landlord will nat canry insurmace of any kind for thz profecbon of
Tenant or any improvements paid for by Tenant or as provided m Exhibit C or on Tenant's furniture ar on any
fixtures, equipment, improvements or appurtenances of Tenant under this Lease, and Landlord shall not be
ubli;slndloupairmdamg:ﬂnaﬂommp(u:lh:me,mimIhednmng:isuu:dhylﬂldlmd':
negligence.

b. Candemantiva. If the Premises, the portion of the Propenty necessary for Tenant's occupancy, or ity
pereent (50%) or mare of the senlable ares af the Property are made untenantsble by eminent dornain, or
canveyed under s threat of condemnatian, this Lease shall ierminate ot the oplion of aither Landlard or Tenant
21 af the earlier of the dale titke vests in the condemning authority ar the eondemning authority first has
possession of the Premises or the portion of the Property and all Rents and other payments shall be gaid to
that date. In case of taking of a part of the Premises or the pontion of the Propary neceasary for Tenant's
occupancy that docs not render those areas untenantable, then this Lease shali continte in full force and effect
mr.llhcBuleMbeeqnihb!yndn:dhudonﬂ:mpoﬂionhyMﬁchmefbormoflnymtur:s
is teduced, such reduetion in Rent to be effective a3 of the eslier of the date the condemning autharity first
has posession af such portion or title vesis in the condemning authority The Premises or the portion of the
Property necetsary for Tenant's octupancy shall not be deemicd untenantable if lczs than twenty-five
prreent (25%) of each of thase areas are condemned. Landlord shall be entitied to the entire sward from the
condemning sothority attributable (o the value of the Premises of the Propesty and Tenant shall make no claim
for the value of its Jeaschold. Tenant shall be permitted to make & scparate claim agsinst the condemning
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autharity for moving cxpenses or-damages resubting fram interruption in ils business, provided that in no event
shall Tenant's claim reduce Lendlond's award.

17. INSURANCE.

Liability Insurance Tonant atull, ol Tenanl's cxpense, obtain and keep in force during the 1erm of this Lesse
a policy of commertial general linkility inswrance insuring Tenant against all Jiahility arising out of the
owncrship, use, accupancy or mainicrance of the Premises and all arcxs appurienant thereto. If alecho! is o
be consurncd on or sold érom the Premises that insumnce shall inelude eaveruge for any liability arising aut
of the sake of consumptinn of beer, wine or liquor on the Premiscs, Such inswrance shall be in an emount of
nal less than Ome Millian Dollars ($1,000,000) combined single limit toverage per pecuntence and Two
Million Dollars ($2,000,000) gencral sggregate limit ta injury 1o persons (including death) and/or propenty
damage including loas of use, The Jimits of said insurance shall not, however, Limit the liability of Tenant
hereunder 1 Tenant shall fail to procure and maintain said insurance Lendlord may, but shall not be required
lo, procurc and maintain the same, but at the expense of Tenant. In the event of eny cancellation of sach
infurance for sonpsyment of premium, then notwithstanding aaything to the contrary set forth in Section 21,
Tenant shall reinstate such insurance within three (3) days afier notice from Landlord, and if Tenant fails 1o
de sa, Landlond may, but shall net be required 1o, procure the same at Tenant's cost and expensc, which shall
be rrimbursed to Landlord immediately upon demand,

Landlord shall, throughout the Leasc Term, keep and maintain tn full force and effect eommereial generad
liability insurance, insiuming sgainst claims of bodily injury and desth or property damage or loss with =
combined single limit & the Commencement Date of not less than One Million Dollars ($1,000,000) per
eccurrence and Twe Million Dollars ($2,000,000) generl aggregate.

Froperty Insuranee The Landlord shall obtain sad keep bn foree dunng the Lease Term a policy or policies
of insurance covenng loss or damage to the Premises, in the amount of the fal) replacement value thereof,
praviding prolcction ogainst special causes of loas (all risk), the boiler and machinesy perils, and exrthquakes
and flood, if reasonabily deemed necessary by Landlord 1n addition theretn, Landlord may maintain rent loss
insurance in favor of Landlord insuring Landlord sgumst any loxs of renta! from damage or destruction of the
Premises by the invared perils for & period of st least six (8) months from the date of suck damage or
destruction. Said insurance shall provide for payment for Joss tharunder 1o Landlord of o the hokler of a

first mortgage or dezd of trust on the Premises. Such insurance shall be for the sale benedit of the Landlon
and under its solc contra}

Notwithstanding the terms of any insuranee pabicy, *fill replacement value™ shall inelude, but not by way of
limitation, all costa that must be incurmed to repair or replace {§) the foundation of aay improvements, (ii) other
improvements below grade level, (iis) retaining walls, (iv}) the surfaces ef the Premiscs including paving,
sidewalks and landscaping, and all costs thal must be incurred to comply with any then existing {st the time
of the repair or rehuilding) govemmental ardinances, laws or regulations (including environmental taws and
regulations) relating to the construction, use of repair of any popenty, and il costs that must be incurred if
any property is requized to be lom down, and all costs of excavation, grading, back-filling ot filling

Tenant may, ot its option, purchase inswrance ta cover its persona! property  Landlord has na obligation 1o
invute Tenant's personal property  Tenant azsumes all risk of damage 1o any Rerniturs, equipment, machinery,
goods, supplics, or fictures, which are or will remain the property of Tonant, or ns 1o which Tenmnt rinins the
night of removal from the Premises

Tenuol may, al ils option, purchase business income, business inlerruplion, extra expense or similar envenage
03 part of this eommerrial propesty insurance.

dnsursace Policies - Geoeral Requirements. AR policics of insurance required W be caried by Tenant
hercunder shall be writien by companics reasonably satisfactory ta Landlord and licensad to do business snd
ndmitied in the sisic in which the Premises are Joeated, Al such policics shall be issurd by insurance
companics rated A-V1I ar betterby A M Hest Company under its ating sysem in effect a9 of the date hereof,
oz, il tha! rating system is modified, then such insurance company shall have st least 2an equivalent raling under
nch modificd rating system. No policy shall contain a deductible greatey than 35,000, o7 ony scll-insured
feiention unless expressly spproved in writing by Landlord. ‘Tenant shal) deliver prior to posscasion, i
Landlord, eentificales evidencing the castence ond amounts af such insurance it is tesponsible for procuring
hereunder with additional insared clauses satisfactory to Landlord. Na such policy shall be cancelable or
subject lo reduclion of coverage of other modification cxcept afier st beast thirty (30) days prior written notice
1o Landlord. Tenant shall, prior 1o the expirabon of such policies, firnish Landlord with rencwals thereol;
ond if Tenant fails to do so, oF tn the cvent of cancellation of such policies for aenpayment, Landlord may
order such insurance and charge the cost thercul lo Tenant, which amount shall be paysble by Tenant upon
demand.  Tenant shall not do or pamit anything fo be doae which shall invalidaie the insproace policies
referred to in this Section 17 Tenant shall forthwith, upon Landlond's demand, reimburse Landlord for any
cdditional premiumas attributable to any act, omisnion, usz of the Premises or Property, opcration or capital
improvemont of Tenant cauting such increasc in the cost of insurance, which extra eost shall be solely paid
by Tenant rather than a3 Operating Costs payable by all icnants. Tenant shall have the right to provide such
insurance covernge pursuant ta blanket palicies obiained by Tenant, provided such blankel policics expresaly
efford coverage 1o the Premises and W Landlord as required by thes Lease. Notwithstanding any other
provisions of this Sectian 17, Landlord shall have the privilege of requiring any policy of innumnce 1o be
modified ta include the coverage contemplated by this Section 17 or to inclode covernge usially [ound in such
& policy to protect campletoly an owner of propesty feasing to 8 commereial tenant.

Walver of Schragstion Tenant and Landlord each waive sy and sl rights of recovary against the other,
and against the officers, cmployees, agents and represcntatives of tbe other, fot loss of of danage to sach
waiving party of sty property or the property of others under its control, where such loss or damaye is insored
against under any insurance policy in force u the time of such lass or damage. Tensnt and Landlond shatl,
upon oblaining the policies of insurance required hersimder, give natice la the insurance carriers that the
forcgang mutual waiver of submgation ia contained in this Lease

lodemnity and Held larmless Tensnt shall indemnify, defend ond hold Landlord, its members, partnery,
officers, sgents and employees (“Landlord Panies™) harmlcss from any and af] claims, judgments, actions,
fincy, penaliies, costs and expenses (including atomcys® fees and court costs) snd Liahitity, inchuding lishilty
to third persons for damage lo property or injury 1o persons in or abotn the Premises (collectively, “Claims™)
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1o the extent anising from (i) Tenant's use ar accupancy of the Presiscy, (i) the coaduct of its business of Fam
any activity, wotk or things which may be permitt=d or suffered by Tenant in the Premises, (1) any act of
negligenes ar intentional wrongdoing of Tenant or Tenant's employess, agents, cantractors of invilees, or {iv)
Tenant’s breach of this Lease, etcept if and to the extent caused by the Landlord Pastics® neghigence or
intentional wrongdaing  In the cvent any oction ar procesding is brought agunst Landlord Partics by rezson
of aoy such Claim, Tenant upon notice from Landlord shall defend same at Tenant's expense by counset
reasanahly satisfactory to Landlord  Tenant, as a matcrial part of the consideration 1o Landlord, hercby
assumes ] risk of damage to pruperty or injury 1o persons in or about the Premises from any cause, and
Tenant hereby waives alf claims in respect thereof sgainst Landined, except +f and to the extent caused by
Lendlord's negligence of intentional wrangdoing  Tenant's indemnification obligntions under this Lease shall
ot be limiled, restricied or modified in any way by any limitations on the amount or type of insrance
coverage carvied of required 10 be castied by Tenent hereunder

Landlord shall indemnify, defend and hold Tenaat harmess from any and alf Claints to the exient arising from
(i) amy act of negligencs or intentional wrongdaing of Landlord or Langlord's cmploycsy, agents, managers
or contractors, or (ii) Landlord’s breach of this Lease, except if and 10 the extent caused by the Tenant's
uegligance or intentional wrangdoing  In the event any action ot proceeding is brought against Tenant by
reason of any such Claim, Landlord upan notice from Tenant shall defend same 2t Landlond's expense by
counsel reasonably satisfactory o Tenant

Solely for the purpasc of cifectuating Tenant's indemnification obligations under this Lease. and not fot the
benefit of aay third pasties (including but not limited 10 cmployees of Tenant), esch of Landlond and Tenani
specifically and expresaly waives any immunity that may be granted it under spplicable federal, siate or Jocal
Warker Compensation Acts, Disability Benchit Acts or othar empioyes bencfit acts. Furthermore, the
indemnification ebligations under this Lezsc shall not be limited in any way by any limstation on the amaunt
o7 rype of damages, compensation ar bencfits paysble 1o or for any thisd party under Worker Compensation
Acts, Disability Benefit Acls ar othar employes benefit acts. The parties acknowledge that the farcgoing
provisians have been specifically and mutually negotisted between the pastiea

The provisons of this Sectian 1 7(1) shall mrvive the cxpiration or carlier tamination of the Lease

B Exemptlon of Landlerd from Lisbility Notwithstanding anything hercin to the contrary, Tenant hereby
agres thel Landlord shall not be liable for injury to Tenant's business, conscquential damages or any loss of
income therefrom ot from damage 1o the goods, wases, merchandise or other property of Tenant, Tenant's
cmployees, invitees, cutomers of any other person in or sboul the Premises In addition, exeept to the extent
of Landlord’s negligence of inkentionial misconduct, Landlord shall not be lable for injury w the person of
Tenam, Tenant's emplayees, ngents, contractors and invilees, il such damage or injury is caused by or remlts
fram fire, steam, clectricity, gas, waler, or rin, or from the breakage, leaksge, obstruction or ather defects of
pripes, sprinklers, wires, sppliances, plumbing, sir conditinaing or lighting fixtures, whether the snid damage
or injury resulty from conditions arising upon the Premises or upon other pertians of the building af which the
Fremises are & pan, or from other sousces of places, and regandless of whether the cause of such damage ar
injury of the means of repairing the same i inaccessible 1o Landlord or Tenant, however Landlord shall use
reasanable efforts lo remedy the castalty  Landlord shall aot be linble for any damages ansing from ony act
of ticglect of any olher \enant(s), if any, of the building in which the Premiscs are located  The foregoing
exemptions of Landlord from lishility set forth in this Section 17(g) do nat, and shall not, exempt Landlord
from lishility far any claims, damages and/or injuries caused by Landlord's gross negligence or intentioaal
wrongdoing,

h. Landlerd to Be Additionsl Insured Priofity of Insuance. Landlord, Landlord's lender and Lesmis
Cotporution dba Rosen Harbottle, shall be ramed o3 additional insured og afl of Tenant's insumnce palicies
refemred fo in this Sestion |7 using 150 additional inmred endorsement CG 20 11 or a subsitute providing
equivalent coverage. In the cvent 2 policy of insurance procured by Tenant and a policy proctred by Landtond
provide caverage for the same loss, Landlont's palicy shall be considered sccondary and a3 providing excess
caverage 1o the limits of Tenant's palicy unless the cxpress language of cither policy stalcs otherwise

IB. ASSIGNMENT AND SUBLETTING. Tenant shall not, voluaterily or by operation of law, sssign, yublet, morigage,
encutnber ar otherwise ranafer any interest in this Lease (collectively referred to 43 0 “Transfer™) or ny part of the Premises,
without first obttining Landlord's written censent, which shall not be unressonably witkheld or delayed. It shall be
reasonable for Landlord to withhold its consent in the cvent the propased assignes or transfiere: has malerially Jess opeTaling
experience than Tenant, o materially weaker financial ststement or credit Tuting than Tenant or atherwise (ails to satiafy
Landlord's then-cusrent credil standards for tenants of the Property, has previously failed to perform its business obligations
of has » businets reputation or charscter not reasonably neceptable o Landlord, is changing the use af the Premises of uses
Hazardous Materials (a3 defined below) in its aperation. Any aticmpled assignment, tranaler, morigage, encumbrance, ot
subletling wilhaut consent shall be vaid and shall constitute a breach of this Lease and shall give the Landlord the option ta
tefrranale this Lease, No Tranafer shall rekieve Tenant of any liability under this Lease notwithstanding Landlord's consent

to such transfer. Consent to any Transfer shall not operate as o waiver of the neeessity for Landlord’s consent 10 sny
subsequen] Transfer

IF Tenant it a partnership, limited Jiability company, corporation, or other entity, any transfec of Tenam's interest in this
Lease by merger, reorganization, consolidation, redersption or liquidation, or any chenge(s) in the ownership of thuty
perzent (30%) or more of the cagital stock of ownership of Terant, of thirty percent {30%) or maore partnership interest of
Tenant, or a change in the pawer 1o vule which singulasly or collectively represents & majonity, shall constitute 8 Transfcr
wnder this Section 18, Mo oplion{s) 1o edd additiona) space, purchase the Premises or extend the Lease term, if ony, may be
assigned by Tenant and no astigner or subtenant shall have any right to cxecise any such option(s)

As a condition to Landlord's sppraval, if given, any potential assigne or sublesses atharwise spproved by Landlord shall
nssume all ochligations of Tenant undey this Lease and shall be jointly and severally lizhle with Tenant and any guaranior, if
required, for the payment of Rent and performance of 2] terms of this Lesse. Further, in the event Landlord gives consent
1o an assignment or sublease of Tenan!'s interest, all corsideration paid, cither direetly or indirestly, by the assignee or
sublessec to Tenant in excess of the rent and other payments to Landlord provided herein, shall inure to the benefit of
Landlord. In connection with any Transfer, Tenant shal) provide Landlord with copies of all astignments, subleases and
assumplion instruments. ‘Tenant shal) be prohibitat from assigning or subleasing to existing kenants of the Building or the
Property

In the event thal Tenant requests Landlord’s consent to & Transfer under this Section 18 {whether or not such consent s
granted or such Transfer is consummated), Tenant shall pay Landlord an essigument fec of One Thousand and ¥0/100
|
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Dollars ($1.000.00), plus reasonable out of pocket attomeys' fees up to Two Thousand Dollars ($2,000,00) incurred by
Landlord in connection with the review of such request.

Permitted Translers. Notwithstanding anything 1o the contrary set forth above, Tenant may, without Landlard’s prior
writien consent, but with a1 least thirty (30) days’ prior written notice to Landlord, assign this Lease or sublet all or any
portion of the Premises to any of the following (a “Permitted Transfer”). (i} its Subsidiary, Parent, or AfTiliate (as such terms
are defined below); or (ii) an entity with which, or into which, Tenant has merged or consolidated; or {iii) an entity which
acquires Tenant’s interest in the Premises as part of a multi-site transaction involving the acquisition ol all or substantially all of
the locations of Tenant (or its Affiliates) within the state of Washington. In the event of any Permitted Transfer, 2 copy of the
documentation effecting such Permitted Transfer shabl be delivered to Landlord not later than the effective date thereof. In the
case of a Permitted Transfer of all or substantially all of Tenant's interest in this Lease, the ransferce shall be deemed to have
assumed all of the obligations of Tenant hereunder, In the case of' 2 Permitted Transfer which is a sublease of all, or a portion of,
the Premises, the subtenant shall be deemed to have agreed to comply wath all of Tenant's obligations under this Lease applicable
1o the subleased premises as of the effective date of such sublease and, at Eandlord's option, will agree 1o atom to Landlord
under the terms of the sublease agreement in the event this Lease lerminates before the applicable sublease expires.

For purposes of this Scction 13, the following definitions shall apply: “AfTiliate™ means an entity which {a) directly or indirectly
controls Tenant, {b) is under the direct or indirect contrel of Tenant, or (c) is under cemmon direct or indirect control with
Tenant. “Control” means ownership of filty-one pereent (51%) or more of the voting stock, shares, membership inlerests,
or other equity interests or rights of the controlled entity (“Equity Interests”). “Parent”™ means a company or other enbity
which owns fifty-one percent {51%) or mote of Tenant's Equity Interests, and “Subsidiary” means a company or other entity,
fifty-one percent {51%) or more of whose Equity Interests is owned by Tenant.

19. INTENTIONALLY OMITTED.

20. LIENS. Tenant shall keep the Premises free from any liens created by or through Tenant. Tenant shall indemnify and
hold Landlord harmless from liability from any such liens including, without limitation, fiens arising from any Alterations.
Prior to undertaking any Allerations, Tenant shall procure a performance bond, a1 Tenant's cost, in favor of the Landlord
insuring | % times the value of any work or materials performed o the Premises. ITa len is filed against the Premises by
any person claiming by, through or under Tenant, Tenant shall, upon request of Landlord, at Tenant's expense, immediately
furnish to Landlord a bond in form and amount and issued by a sutety satisfactory to Landlord, indemnifying Landlord and
the Premises against all liabilitics, costs and expenses, including nttormneys® fees, which Landlord could reasonably incur as
a result of such lien(s).

2l. DEFAULT, The following occutrences shall each be deemed an Event of Default by Tenant:

a. Failure to Pay, Tenant fails to pay Rent or other payments due under this Lease when due and the breach
conlinues for a period of three (3) days after nolice by Landiord to Tenant of such failure.

b. Vacation/Abandonment. Tenant vacates the Premises (defined as an absence for at least thirty (30)
conseculive days withoul prior notice to Landlord, whether or not Tenant is in default of the payment of Rent
due hereunder), or Tenant abandons the Premises (defined as an absence of ten (10) consecutive days or more
while Tenant is thiry {30) days or more delinquent in the payment of Rent or other payments due under this
Lease). Tenant's vacation or abandonment of the Premises shall not be subject to any notice or right to cure.

c. Insolvency. Tenant becomes insolvent, voluntarily er involuntarily bankrupt, or a receiver, assignee or other
liquidating officer is appointed for Tenant’s business, provided that in the event of ony involuntary bankruptcy
or other insolvency proceeding, the existence of such proceeding shall constitute an Evenl of Default only if
such proceeding is not dismissed or vacated within sixty (60) days afier its institution or commencement.

d. Levy or Execution. Tenant's interest in this Leasc or the Premises, or any part thereof, is taken by execution
ar other process of law directed against Tenant, or is taken upon or subjected to any attachment by any creditor
of Tenant, if sech attachmeni is not discharged within fificen (15) days after being levied.

L% Other Non-Monetary Defaults. ‘Tenant breaches any agreement, term or covenant of this Lease other than
one requiring the payment of money and not otherwise enumerated in this section, and the breach continues
for a period of thirty (30) days after notice by Landlord to Tenant of the breach,

f. Failure to Take Possession. Tenant fails to take possession of the Premises on the Commencement Date.

22. REMEDIES. Landlord shall have the following remedies upen an Event of Default, Landlord’s rights and remedies
under this Lease shall be cumulative, and none shall exclude any other right or remedy allowed by law:

a. Molntain the Lease, Maintain this Lease in full force and effect and recover the rent and other monetary
charges as they become due (including, but not limited to the recovery of all late charges, NSF fees and all
other costs incurred by Landlord due to Tenant’s default, including attomeys” fees), without terminating
Tenant's right to possession, imespective of whether Tenant shall have abandoned the Premises. In the evemt
Landlord elects to not terminate the Lease, Landlord shall have the right to aticmpt 1o relet the Premises ai
such rent and upon such conditions and for such a term, and to do all acls necessary 1o maintain or preserve
the Premises a5 Landlord deems reasonable and necessary without being deemed (o have elected to terminate
the Lease, including removal of all persons and property from the Premises; such property may be removed
and stored in a public warchouse or elsewhere at the cost of and for the account of Tenant. In the event any
such reletting occurs, this Lease shall terminate automatically upon the new tenant taking possession of the
Premises. Notwithstanding that Landiord fails to elect to terminate the Lease initially, Landlord at any time
during the term of this Lease may clect to terminate this Lease by virtue of such previous default of Tenant
by giving written termination notice to Tenant.

b. Terminpte the Lease. Terminate Tenant’s right to possession by any lawful means, in which case this Lease
shall terminate and Tenant shall immediately surrender possession of the Premises to Landlord, In such event,
Landlord shall be entitled to recover from Tenant all damages incurred by Landlord by reason of Tenant's
default including, without limitation, thereto, the following:

(i} The cost of receiving possession of the Premises;
(ii) The expenses of re-letting, including necessary renovation and alieration of the Premises;

(iii) Reasonable attomeys' fees, any real estate commission actuatly paid, and that portion of the leasing
commission, if any, paid by Landlord applicable to the unexpired 1erm of this E:usc;
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{iv) The worth al the time of award of any unpaid Rent which had been eamed at the time of such
termination;

(v} The worth at the time of award of the amount by which the unpaid Rent which would have been
earned afier termination untit the time of award exceeds the amount of such rental loss that is proved
could have been reasonably avoided;

(v} The worth at the time of award of the amount by which the unpaid Rent for the balance of the term
nﬂthin(;: time of award exceeds the amount of such rental loss that is provesd could be reasonably
avoided;

(vii) Any other amounl necessary (o compensate Landlord for all the detriment proximately caused by
Tenan('s failure to perform its obligations under this Lease or which in the ordinary course of things
would be likely to result therefrom;

(vili)  Any free renl, rental abatement, or any other form of rent concession granted to the Tenant; and

(ix) At Landlord's election, such other amounts in addition to or in licu of the foregoing es may be
permitted from time to time by applicable state law,

Upon any such reentry Landlord shall have the right to make any reasonable repairs, alterations, or
modification to the Premises, which Landtord in its sole discretion deems arc reasonable and necessary. As
used in subsection (iv), above, the "worth at the time of award” is computed by allowing interest at the rate of
cight percent (8%) per annum from the date of default. As used in subsections (v) and (vi) the "worth at the
time of award"” is computed by discounting such amount at the discount rate of cight percent (8%). The term
"Rent", as uscd in this section shall be deemed to be and to mean the rent to be paid pursuant 1o Section 4 and
ali other monetary sums required 10 be paid by Tenant pursuant to the terms of this Lease.

c. Nonpayment of Additional Rent, All costs which Tenant agrees to pay to Landlord pursuant to this Lease
shall in the event of nonpayment be treated as if they were payments of Rent, and Landlord shall have ail the
rights hetein provided for in case of nonpayment of Rent.

d, Failure to Remave Property, 16 Tenant fails to remove any of its property from the Premises at Landlord's
request following an uncured Event of Default, Landlord may, at its option, rempve and store the property at
Tenant’s expense and nisk. If Tenant does not pay the storage costs within five (5) days of Landlord's request,
Landlerd may, at its option, have any or all of such property sold at public or private sale {and Landlord may
become a purchaser at such sale), in such manner as Landlord deems proper, without notice to Tenant.
Landlord shall apply the proceeds of such sale: (i) 1o the expense of such sale, including reasonable attoreys’
fees actually incurred; (ii) to the payment of the costs or charges for storing such property; (iii} to the payment
of any other sums of mency which may then be or thereaficr become due Landlord from Tenant under any of
the terms hercof; and (iv) the balance, if any, (o0 Tenant, Nothing in this section shall limit Eandlord's right to
sell Tenant's personal property as permitted by law 10 foreclose Landlord's lien for unpaid rent

e. Partial Payments. Acceptance by Landlerd of partial paymenis afier Tenant’s Default shall not constitute a
complete cure of any default. Therefore, Landlord shall not be required 1o give additional notices 1o Tenant
in such case. Only paying all sums due and performance of all steps required shall cure defaults hereunder.
Partial payments mtay be applicd to delinquent renl, rent due for the current menth, late fees, or any other
amounts owed by Tenant, in such amounts and in such order as Landlord may determine in its sole discretion.

f. Cross Default. In the event Tenant or an affiliate of Tenant enters or has entered into a lease or leases with
Landlord or an affiliate of Landlord for any other premises (whether at the Property or otherwise) {each, a
“Related Leasc™), Tenant agrees that any default by it under this Lease shall be deemed 1o constitute o default
under each and every Related Lease, and vice versa.

23. MORTGAGE SUBORDINATION AND ATTORNMENT. This Lease shall automatically be suberdinate to any
morigage or deed of trust created by Landlord which is now existing or hereafter placed upon the Premises including any
advances, interest, modifications, renewals, replacements or extensions (“Landlord’s Morigage™), provided the holder of
any Landlord's Mortgage or any person(s) acquiring the Premises a1 any sale or other proceeding under any such Landlord's
Mortpage shall elect to continue this Lease in full force and effect. Tenant shall attom to the holder of any Landlord’s
Mortgage or any person{s) acquiring the Premises at any sale or other proceeding under any Landlord’s Mortgage provided
such person(s) assume the obligations of Landlord under this Lease. Tenamt shall promptly and in no event later than
filteen (15) days afier request execute, acknowledge and deliver documents which the holder of any Landlord’s Mortgage
may reasehably require as further evidence of this subordination and attornment. Notwithstanding the foregoing, Tenant’s
obligations under this Section 23 are conditioned on the holder of each ol Landiord's Mortgage and each person acquiring
the Premises at any sale or other proceeding under any such Landlord’s Mortgage not disturbing Tenant’s occupancy and
other rights undet this Lease, so long as no uncured Event of Default exists.

24, NON-WAIVER. Landlord's waiver of any breach of any term contained in this Lease shall not be deemed to be o
waiver of the same term for subsequent acts of Tenant. The acceplance by Landlord of Rent or other amounts due by Tenant
hereundet shall not be deemed to be a waiver of any breach by Tenant preceding such acceptance.

25. HOLDOVER. If Tenant fails to surrender the Premises to Landlord on the expiration or earlier termination of this Lease,
Tenant shall pay to Landlord rent in an amount equal to 150% of the amount of the Base Rent applicable for the month
immediately prior to the expimtion or termination of the Lease (“Holdover Rental Rate™), from the expiration or termination
date until Tenant fully surrenders possession of the Premises in accordance with the terms of the Lease; and Tenant shall hold
Landlord harmless from all damages resulting from Tenant’s failure to timely surrender the Premises, including without
limitation, (i) any Rent payable by, or any damages claimed by, any prospective tenant of any part or all of the Premises, and
(ii) Landlord's damages resulting from such prospective tenant rescinding or refusing to enter into the prospective lease of part
or all of the Premises by reason of Tenant’s failure to timely sutrender the Premises. Landlord may, at its election, retain, store
or dispose of in any manner any of Tenant’s trade fixtures or personal property that Tenant does not remove from the Premises
by the expiration or carlier iermination of this Lease. Tenant waives afl claims against Landlord for any damage to Tenant
resulting from Landlord's retention or disposition of any such trade fixtures and personal property. Tenant shall be liable to
Landlord for Landlord's costs for storing, removing and/or disposing of Tenant's trade fixtures and personal property.

if Tenant, without Landlord's prior written consent, remains in possession of the Premises after the expiration or earlier
termination of the Term, or after the date in any notice given by Landlord to Tenant terminating this Lease, such possession by
Tenant shall be deemed to be a tenancy at sufferance terminable at any time by cither party, at the Holdover Rental Rate sct
forth above.
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Il Tenant, with Landlord’s prior writien consent, remains in possession of the Premises afler expiration or earlier termination
of the Term, or after the date in any notice given by Landlord to Tenant (erminating this Lease, such possession by Tenant shall
be deemed to be o month-to-month tenancy terminable in accordance with Washington state law. All provisions of this Lease,
excepl those pertaining 1o term and rent (which shall be paid at the Holdover Rental Rate), shall apply to such month-to-month
tenancy.

26. NOTICES. Whercver under this Lease provision is made for any demand, notice or declaration of any kind, or wherc
it is deemed desirnble or necessary by either party 1o give or serve any such nolice, demand or declaration to the other party,
it shall be in writing and it shall be deemed delivered when served personally, upon delivery by an overnight delivery service
with confirmation of delivery, or forty-eight (48) hours after being deposited in the Uniled States mail, certified or registered,
postage prepaid, addressed to the address set forth in Section 1(i) or altemate addresses as specified by the parties in writing
from time to time.

27, COSTS AND ATTORNEYS® FEES. If, by reason of any breach or defautt of Tenant in Tenant’s obligations under
the terms and conditions of this Lease, it shall become necessary or appropriate for Landlord to serve notice of Tenant's
default on tenant, employ or consult with an attomey or collection agency, or otherwise take action to enforce or defend any
of Landlord’s rights or remedies arising under this Lease or otherwise at law, or to collect any sums due from Tenant, Tenant
agrees to pay all costs and fees so incurred by Landlord, including, without limitation, service fees, transactional costs,
attorncys’ fees or other costs. Further, if Tenant or Landlord engage the services of an attorney 1o bring any action for any
relicf against the other, declaratory or otherwise, arising out of this Lease, including any suit by Landlord for the recovery
of Rent or other payments, or possession of the Premises, the losing party shall pay the prevailing party a reasonable sum
for attomneys' fees and costs in such suit, in arbiteation, at trial and on appeal.

28. ARBITRATION OF DISPUTES. Any dispute, controversy ot claim arising out of, in connection with, ot relating 1o
this E.case, its interpretation, application, or the rights, dutics or liabilities hereunder of either party, or any breach or alleged
breach hereof, which the Tenant and Landlond arc unable to reselve between themselves, shall, upon the wrilten request of
any party involved, be submilted 10, and settled by binding arbitration in Seatile, Washington pursuant to the rules then in
cffect of JAMS. Any award rendered in an arbitration initiated under this Section 28 shall be final, binding and conclusive
upon the parties and o judgmeni thercon may be entered in the highest court of the forum, state or federal, having jurisdiction.
The expenses of the arbitration shall be bome equally by the parties to the arbitration, and each party shall pay for and bear
the cost of'its own experts, evidence and counscel's fees, except os otherwise provided in Section 27, above. Notwithslanding
anything contained herein to the contrary, in no cvent shall Landlord be required to submit any untawful detainer or eviction
action or claim for unpaid rent for arbitration.

29. ESTOPPEL CERTIFICATES, ‘Tenant shall, from time to time, upon wrilten request of Landlord, execute,
acknowledge and deliver to Landlord or its designee o writlen statement specifying the following, subject to any
modifications necessary to make such statemenis true and complete: (i} the dale the Lease Term commenced and the date it
expires; (ii) the amounl of minimum monthly Rent and the date to which such Rent has been paid,; (iii} that this Lease is in
full force and effect and has not been assigned, modified, supplemented or amended in any way; (iv) that this Leasc
represents the entire agreement between the partics; (v) that all conditions under this Lease 10 be performed by Landlord
have been satisficd; (vi} that there arc no existing claims, defenses or offsets which the Tenant has against the enforcement
of this Lease by Landlord; (vii} thal no Rent has been paid more than one month in advance; and (viii) that no security has
been deposited with Landlord {or, if s, the amount thereof). Any such statemeni delivered pursuant to this Section 29 may
be relied upon by Landlord, a prospective putchaser of Landlord's interest or assignee of any mortgage or new mortgagee
of Landlord’s interest in the Premises  If Tenant shall fail to respond within ten (10} days of receipt by Tenant of a written
request by Landlord as hercin provided, Tenant shall be deemed 1o have griven such certificate as above provided without
modification and shall be deemed 1o have admitied the necuracy of any information supplied by Landlord 10 a prospective
purchaser or morigagee. Alternatively, due to the harm which may result to Landlord resulting from Tenant's non-response,
Landiord may impose & liquidated damages charge of $500.00 per day on Tenant for each day afier such statement is due
until Tenant prepares and delivers such a statement filled in and acknowledged in good faith by Tenant. This charge iz
reasonable estimate of the probable harm to Landlord if o transaction is delayed due 1o Tenant's default hereunder, the
precise amount of harm resulting from which would be difficult 10 determine with precision.

30. TRANSFER OF LANDLORD'S INTEREST. This Leasc shall be assignable by Landlord without the consent of
Tenant. [n the event of any transfer or transfers of Landlard’s interest in the Premises, other than a transfer for security
purposes only, upon the assumption of this Lease by the transferee, Landlord shall be automatically relicved of obligations
and liabilities accruing from and after the date of such transfer, except for any retained Security Deposit or prepaid rent, and
Tenant shall attorn to the transferee.

31. RIGHT TO PERFORM. IfTenant shall fail to timely pay any sum or perform any other act on its part 1o be performed
hereunder, Landlord may make any such payment or perform any such other act on Tenant’s part 1o be made or performed
as provided in this Lease. Tenant shal!, on demand, reimburse Landlord for its expenses incurred in making such payment
or performance, Landlord shall (in addition 10 any other right or remedy of Landlord provided by law) have the same rights
and remedies in the event of the nonpayment of sums due under this Section 31 as in the case of defauli by Tenant in the
payment of Rent.

32, HAZARDOUS MATERIAL. Landlerd represents and warrants to Tenant that, 1o the best of Landlord's knowledge,
there is no *Hazardous Material™ on, in, or under the Premises as of the Commencement Date excepl as otherwise disclosed
to Tenant in writing before the execution of this Lease. Ifthere is any Hazardous Material on, in, or under the Premises as
of the Commencement Date which has been or thereafier becomes unlawfislly released by Landlond through no fault of
Tenant, and to the extent that the problem was not caused by or exacerbated by the actions or omissions of Tenant, then
Lardlerd shall indemnify, defend and hold Tenant hammless from any and all claims, judgments, damages, penaltics, fines,
costs, liabilities or losses including, without limitation, sums paid in settlement of claims, attorneys' fees, consuliant fees
and expert fees, incurred or suffered by Tenant cither during or after the Lease Term as the result of such contamination.

Tenant shall not eause or permit any Hazardous Material to be brought upon, generated, kepl, or used in or about, or disposed
of on the Premises by Tenant, its agents, employees, contractors or invitees, except in strict compliance with all applicable
federal, state and local Jaws, regulations, codes and ordinances. if Tenant breaches the oblipations stated in the preceding
sentence, then Tenant shall indemnify, defend and hold Landiord harmless from any and all claims, judgments, damages,
penaltics, fines, costs, liabilities or losses including, without limitation, diminution in the value of the Premises, damages
for the loss or restriction on use of rentable or usable space or of any amenity of the Premises, or elsewhere, damages arising
from any adverse impact on marketing of space ot the Premises, and sums paid in settlement of claims, attomeys® fees,
consultant fees and expert fees incumed or suffered by Landlord either during or after the Lease Temm, These
indemnifications by Landlord and Tenant include, without limitation, costs incurred in connection with any investigation of
site conditions or any clean-up, remedial, removal or restoration work, whether or not required by any federal, state or local
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povemmental agency, political subdivision, lender or buyer because of Hazardous Material present in the Premises, or in
soil or ground water on or under the Premises. Tenant shall immediately notify Landlord of any inquiry, investigation or
notice that Tenant may reccive from any third pany regarding the aciual ot suspecied presence of Hazardous Material on
the Premises.

Without limiting the forcgoing, if the presence of any Hazardous Material brought upon, kept or used in or about the Premises
by Tenant, its agents, cmployces, contractors or invilees, results in any unlawful release of Hazardous Materials on the
Premises or any other property, Tenant shall promptly take all actions, at its sole expense, s are necessary (o return the
Premises or any other property, lo the condition existing prior to the release of any such Hazardous Material, and shall
defend, indemnify and hold Landlord harmless in accordance with the provisions of the preceding parageaph, provided that
Landlord’s appreval of such actions shall first be obtained, which approval may be withheld at Landlord’s sole discretion
Landlord reserves the right, but shall have no obligation, to enter the Premises Lo take such action as it deems necessary or
prudent to investigate, mitigate, and/or remediate the presence of any Hazardous Materials caused or permitted by Tenant
and to return the Premises to the condition existing prior lo the presence of such Hazardous Material on the Premises; and
if Landlord exercises this right, any and all costs incurred by Landlord in connection therewith shall be paid by Tenamt,

As used hercin, the term “Hazardous Material™ means any hazardous, dangerous, toxic or harmful substance, material or
waste including biomedical waste which is or becomes regulated by any local governmental authority, the State of
Washington or the United States Government, due to its potential hann 10 the health, safety or welfare of humans or the
environment. The provisions of this Section 32 shall survive expiration or termination of this Lease.

33. QUIET ENJOYMENT. So long as Tenant pays the Rent and performs all of its obligations in this Lease, Tenant's
possession of the Premises will not be disturbed by Landlord or anyone claiming by, through or under Eandlord.

34. GENERAL.

a Mcirs and Assigns. This Lease shall apply to and be binding wpon Landlord and “Tenant and their respective
heirs, executors, sdministrators, successors and assipns.

b. Brokers® Fees. Tenant represents and warrants to Landlord that it has not engaged any broker, finder or other
person who would be entitled to any commission or fees for the negotintion, execution, or delivery of this
Lease other than Mohr Partngrs. Tenant shall indemnify and hold Landlord harmless against any loss, cost,
liability or expense incurred by Landlord as a result of any claim asseried by any other broker, finder or other
person on the basis of any amangements or agreements made or alleged 10 have been made by or on behallof
Tenant. Notwilthstanding anything 1o the contrary set forth herein, Landlord shall not be obligated to pay any
commissions or fees to any broker, finder, or any other person in connection with any extension of (or exercise
of any option to extend) the term of this Lease. This subparagraph shall not apply to brokers with whom
Landlerd has an express written brokerage agreement.

c Agency. At the signing of this Lease, Brian Bruininks and Michael Hemphill of The Andover Company
represenied the Landlord and Troy Leland of Mohr Paniners (“Tenant's Licensee™) represented Tenant, [T
Tenant’s Licensee and Landlord's agent arc affiliated with the same Broker, then both Landlord and Tenant
confirm their consent to that Broker acting as a dual agent. [f Tenant’s Licensec and Landlord’s ngent are the
same salesperson representing beth parties, then both Landlord and Tenant confirm their consent to that
salesperson and his/her Broker acting a5 dual agents. Landlord and Tenant confirm receipt of the pamphlet
entitled “The Low of Real Estate Apency ™ The panies acknowledge that the principal owner of Rosen
Harboitle Commercial Real Estate (“RHCRE") is Stanley G. Rosen, who directly or indirectly may be an
owner of Landlord. The partics also acknowledge that other employees and/or agents of RHCRE may directly
or indircetly be an owner and/or manager of Landlord. Notwithstanding ony dual ogency that may exist,
Tenant represents and warranis that it is not relying on the advice or counsel of RHCRE in entering into this
Lease, and that it has had the opporiunity to review this document with its own legal counsel.

d. Entire Agreement. This Lease contains all of the covenants and agreements between Landiord and Tenani
relating to the Premises. No prior or contemporancous agreements or understanding pertaining to the Lease
shall be valid or of any force or effect and the covenams and agreements of this Lease shal) not be altered,
modified or added to excepl in writing signed by Landlord and Tenant.

[X Severability/Survival. Any provision of this Lease which shall prove to be invalid, void or illegat shall in no
way affect, impair or invalidate any other provision of this Lease. The indemnification, hold harmless, and
all remedial provisions in this lease, including but not limited 10 those limiting damages and providing for the
recavery of ¢osis and attorneys’ fees, shall survive termination of this Lease.

I Force Majeure, Time periods for cither party’s performance under any provisions of this Lease (excluding
payment of Rent) shall be extended for periods of time during which the party's performance 1s prevented due
to circumstances beyond such party’s control, including, without limitation, fircs, floods, earthquakes,
lockouts, strikes, embargoes, govemnmental regulations, acts of God, public enemy, war or other strife.

g Governing Law. This Lease shall be govemed by and construed in accordance with the laws of the State of
Washington.
h. Memorandum of Lease. Tenant shall not record this Lease witheut Landlord's prior written consent, and

any recordation without consent shall, at the option of the Landlord, constitute & noncurable default of Tenant
hereunder. Either party shalt, upon request of the other, execute, acknowledge and deliver to the other a "short
form” memorndum of this Leasc for recording purposes, which shall contain a provision automatically
terminating the filing upon the termination of the Lease term and any extension terms. All costs associated
with such memorandum shall be borne by the requesting party.

L Submission of Lease Form Not an Offer. One party’s submission of this Lease to the other for review shall
not constitute an offer to lcase the Premises, This Lease shall not become effective and binding upon Landlond
and Tenant until it has been fully signed by both Landlord and Tenant.

J+ No Light, Air or View Easement. Tenant has not been granted an easement or other right for light, air or
view to or from the Premises, Any diminution or shutting ofT of light, air or view by any structure which may
be erected on or adjacent te the Building shall in no way effect this Lease or the obligations of Tenant
hereunder or impose any liability on Landlord.
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k Authority af Partles. Any individual signing this Lease on behalfl of an catity represents snd warmanis to the
other that xuch individual has authotity to do o and, upon such individual’s execution, that this Lease shall
be binding upon and enforcesble sgninst the party on behalf of whom such individual is signing

L Time of Exsence. Titne is ol the enence,
. Captions/Exhibits/Attachments/Terms,
{) Thccnplinmaflh:scclimorlhi:l.nsemrarcmvmimccnnlyandshnllnolbcdmdlobc

relevant in resolving any question of interpretation or canstructian of such section.

2) The exhibity, addenda and schedules, if any, atisched hereto are deemed by attachment 1n constinne
part of this Lease and are incorparsted herein

3) The wonds "Landlord® and "Tenant”, as used herein, shall inchadz the plural ag well as the singuler
Words used in neutral gender include the masculine and feminine and words in the masculine or
feminine gendes include the other gender and the neutral. Subject to the provisions of this Section 34
limiting Landlord's lisbility i the cvent of the sale of the Propenty, if there be more than one
Landlard or Tenant, the obligations hercunder impused upon Landlord or Tenant shall be joint and
several. 7 the Tenants we husband and wife, the obligations shall extend individually to their sole
snd scparale property as well 4 1o their commitnaty property

n Merger. The valunlary or ather surrender of this Lease by Tensnt, or & mumal cancellstion thereol, shall nol
work a merger, and shall, at the option of Landlord, terminatc all or any existing sublenasncicy, or may, at the
oplion of Landlord, operate 49 ait astignment to Landlord of any ar all of such sublenancies.

o Financing. Tenant shall nol execuic eny docinent, inchiding, without limitation, security sgreements and/or
financial satements eovering fixturcs installed by Tenant, purporting o sffect the Premises or any other
property of which the Premises are a part, any financia) sistement, without priar written consent of Landlord,
which may be withheld or copditioned in Landlond's sole discretion. However, Tenant can grant liens on its
tyade fixtures and inventory so long as the lienholder sgrees 1o repar and restore any damage (o the Premises
and Property esused by entry into the Premises and/ot removal of the trade fixtures and nventory

Frorations, All promtions shall be on the bems of a Hurty (30) day month

q. Blediag Lease. This agreement shall become a binding agreement when o is mutuably exseuted by both the
Landloed and the Tenant, The Landlond is under a0 abbgation to exceuts this document, and all space in the
property is subjeet Lo print leasing by other tenants.

r. Ackoowicdgement. The failwre 1o propely acknowladge this Lease shall not be a defense to any terms ar
conditions of lhe Lease; any suzh righls of Tenant are expressly waived and released for ead in consideration
of the terma et forth haxin.

5 Frcslmlle/Electronke copics/Counterparts.  Excculed, fax or electronic copics of this agreement,

amcndments end modifications arc valid. This Lease may be owecuted in counterparts,

L Waiver of Jury Trial The parties hereto herelry waive their right 1o a jury trial in any lawsnit hrought by
cither of them related 1o performance of or defauht under this Lense, mecluding any claim, counter-claim or
cross-claim,

™ Landlord's Lishility Limitations. Landlord's lisbility shall be non-resourse, and stricily limited 10 the asscis
of the Landlord in the Premises, Building and the Property Tenanl, its suceassars and pesigns, harehy waive
all rights to proceed sgunst any other assets of Landlard as well as the asscts af the partners, members o ¢o-
tenanty, ar the individuals acting far the Landlond, excopl to the extent of their awnenhip in the Premises and
the Property). As used in this paragraph, the term “Landlord™ shall mean only the Owner or Owners at the
time in question of the fee title, of 119 intzrest in a ground lease of the Premises, and in the event of any trensfer
of such titfe o1 ntereyy, the Landlord named hersin {and in cases of any subsequent translen, the then grantor)
thall be relicved from and afler the date of such Lansfer from any further obligations hereunder

Y. Coafldcatiality; Third Party Dhsputcs, (i) Tensnt acknawledges and agrees that the lerms of this Lease are
confidential, and that disclosire of the terms hereofto unspproved third parties could  adverscly
sffeet Landlord's ability to degotisle ather Jeases, and tonld impair Landlond's relstionships with other
lenants, prospective (enants, end brokers at the Property  Accordingly, Tenant sgrees that it, and its )
olficens, diecetars, employezs, sgents, anomcys, and any other party acting an Tenant's behalf, will not
disclose the icrms and conditions af this Lease o eny other persan of enlity, any ather tenant af prospective
tenant af the Froperty, or rea] estate broker ar agent, cither directly ar indirecily, without the pricr wnfien
cansent of Landlord, which may be withheld in Landiord's sk discretion, (i) Futhermare, Tenant agrees
that it {or eny other paty acting an Tenant's behad) will not contact, direetly or indirecily, any other tenant
m the Proparty, thew customers, vendory, of invilees, o enry other third panty, regarding any complaint or
dispute with such tenant, and all such communications are W be directed (o Lendiord only

Tenant acknowledges that a breach by Tenant of clause {1) of this Sectson 34(v) will cause Landlord irreparable
damage which cannot be reasonably calculaied and for which monetasy damages alone are not 1 sulMicient
remedy  Therefore, Landiond shall be entitied (0 obtain injunctive or other equitable reliet, in addition to of}
other semedies svailable o # hereunder of 4 law of in equity; and further, in the event of such breach, Landlord
llnllhc:nu‘u:dlnﬂumnfﬂncWDullus{Sl.DﬂD)fmmeuu.uﬁquimddmu;u.lndmtls
apenalty  The terms of this Section 3(v) shall survive the termination of the Lease.

35. EXHIBITS. The fallowiog eshibits sre made s part of ¢hia Lease:

Exhibil A Legal Dexenipbon

ExhibitB Outline of Premises

Exhibit C Tenant lmprovement Schedule

Exhibit D Rules end Regulations

Exhibit E Confirmatian of Delivery and Commencemant Date
Exhibit ¥ Signage

Addendum Onc Additional Lease Terms
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THE TERMS OF THE EXHIBITS ARE INCORPORATED INTO THE LEASE. CAPITALIZED TERMS USED IN THE
EXHIBITS SHALL HAVE THE MEANING GIVEN TO THEM IN THE LEASE.

36. EARLY ACCESS RIGHTS. Notwithatanding onything to the contrary hesein, Tenant shatk have the right to access
the Premises fificen {15} days prior to the Commencement Dale for the installatian of fumniture, fixturcs snd equipment.
Commencement af the schedule of Base Rent payments shall be ns provided in Section 1.d of the Lease Larudiord and
Tenant agree that all ather tarms and conditions of the Lease are to be in full force and efest as of the date of Tenant's culy
access of the Premises, including, bt not limited to, the obligation o oblain ineyence. The early sccess period shal] anl
sdvance the Cammenconent Date or the Torminalion Date.

I the event Tenant wezeases or atherwise takes passession of the Premises prior 1o eempletion of any of Landlord's Work,
Tenant gteed to hold Landlord harmless from any and all claims for damages o persons, gonds, equipment of inconvenicace
ensing therefrom.  Furthermate, Tenant acloowledges thal cccupancy prior to completion of construction may limit
Tenant's use of some or all of the Premises until such construction is completed. Tenant ugreey to observe all applicable
safety fules and regulations and 1o coopetste with constructio efforts in the Premises, which cooperation shall be alits awn
cast and expense

LANDLORD, LANDLORD'S AGENT AND TENANT'S LICENSEE HAVE MADE NO REPRESENTATIONS OR
WARRANTIES CONCERNING THE PREMISES, THE MEANING OF THE TERMS AND CONDITIONS OF THIS
LEASE, LANDLORD'S OR TENANT'S FINANCIAL STANDING, ZONING, COMPLIANCE OF THE PREMISES
WITH AFPLICABLE LAWS, SERVICE OR CAPACITY OF UTILITIES, OPERATING EXPENSES, OR HAZARDOUS
MATERIALS EXCEPT AS EXPRESSLY SET FORTH HEREIN TENANT IS ADVISED TO SEEX INDEPENDENT
LEGAL ADVICE ON THESE AND OTHER MATTERS ARISING UNDER THIS LEASE

{{Remawder of page lefi blank inientionally; signatures on the following page J}]

4
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IN WITNESS WHEREOF this Leasc has been execulad the date and year first sbave wrinen

Landlord:

By.

Title:

Landjord:

By:

Tite:

Landlord: _Nosth Creck Enicrpnacs LL/
a Weshington limited lightly

By.

Title: Manager

Landlord: RKK/LHK, LLC /
1 Washington limited }j company

/ Suntosn

Title Agent

By

i5
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NOTARY ~ LANDLORD
STATE OF WASHINGTON

}
Jas:
COUNTY OF KING }
Onmu&ypumuyawmdbdmmmwhnuhmwlnudmuhumcmum
and Nonth Creck Enterpriscs LG, » Washinglon
M_@Lﬂy_—mumdm wha upan oath declared his nutharization to exceute the within and foregoing
instrument as the free and voluntary act and deedf of sid antity, for the ses and purposes therein mentioned.

Gwmmdumylundnfﬁcu!.ullhn_Ldnynr UELMV\W 2019

PSSSSSTY Signature of Notary-

" MAILA HER LEE (o
NOTARY PUBLIC #200007 § " rNew Moulen Her (2o
Commission Expirs: D)ol

STATE OF WASHINGTON
COMMISSION EXPIRES
AUGUST 9, 2023

N M A R TR T T T, T T

NOTARY - LANDLORD

STATE GF WASHINGTON )
Js
COUNTY OF KING }

Onlhudnypu':omllynpmwdbcfnmmﬂg__gmuhowldgndumlnumcﬂg_nfﬁmm
LLC.a and & Washinglon lamiied lisbility compony &s

nbcve,whoupunoa&de:lndhunuﬂnanumhm::ul:ﬂnw-aum\mdfamgmg msirumeni as the li’ecmdvuhmlnry
o<t and deet ol said emtity, for the uses and purposcs therein mentionad

Given widar my hand official scal this_12-_dayof __ DOMMMVEY g

Signeature of Nolary L{MM,

] T
Name of Notary — taouln W e,

Commission Expires ‘D! aQ !'23

MAILA HER LEE
| NOTARY PUBLIC #209007
{ STATE OF WASHINGTON
§  COMMISSION EXPIRES
AUGUST 9, 2023

T T T T S T T T T S T S
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TENANT NOTARY - ENTITY

STATE OF WASHINGTON
ar

bt et et

COUNTY OF Kints

%nqﬁ:dnypcrmmlly »mwnmmﬁww acknowledged that hefshe 13 the
VP, Terantsl of e Washirgion public benell commaoamn ot abovs, whe upon ot st v
wlhoriulmnlomt:ﬂn:wil}unmdfnmgoinghmumlulb:ﬁuandvolmtuya:lmddadnfaidmmy.fmﬂw

uses and purpeses therein mentioned
-inl\
Given under my bhand official seabthis_S dayof ___D-ec.2umb.er” ,2009

Signature of Notary %ﬂ Gg‘—/

f KARENMCLEVEN §  Nencortouy Koren M- Cleven
§ NOTARY PUBLIC #9517 § . 3 foa foo
ASTATE OF WASHINGTON Y =~ Commisson Expues =
g COMMISSION EXPIRES §
__MARCH 20,2020 §
17
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ENHIBIT A
LEGAL DESCRIPTION

PARCEL A2

THE £AST 70 FEET OF THAT PORTION OF THE HENRY ADAMS DONATION CLAIM HD. 43 IN SECTION 36,

TOWNSHIP 23 NORTH, RANGE 4 EAST, WILLALETTE MERIDIAN, IN KING COUNTY, WASHINGTON, DESCRIBED
AS FOLLOWS:

BEGINHNING AT A POINT WHICH IS 30 FEET SOUTH AND 675.75 FEET WEST OF THE KORTHEAST CORNER OF
SALD DONATION CLAIM;

THENCE WEST PARALLEL TO THE NORTH LINE OF SAID DONATION CLATH, A DISTANCE OF 120 FEET;
THENCE SQUTH A DISTANCE OF 120 FEET;

THENCE EAST A DISTANCE OF 120 FEET;

THENCE NCRTH A DISTANCE OF 120 FEET TO THE POINT OF BEGINNING:

EXCEPT THAT PORTION THEREOF LYING NORTHERLY OF THE SOUTHERLY MARGIN OF SOUTHWEST 43RD

STREET (SOUTH 180TH STREET) AS ESTABLISHED BY DECREE OF APPROPRIATION RECORDED OCTOBER 23,
2002 UNDER RECORDING NO. 20021023000225,

PARCEL B:

THAT PORTION OF THE HENRY ADAMS DONATION CLAIH NO, 43, IN SECTION 36, TOWNSHIP 23 HORTH,
RANGE 4 EAST, WILLAMETTE HERIDIAN, IN KING COUNTY, WASHINGTON, DESCRIBED AS FOLLOWS;

BEGINNING AT A POINT WHICH 1S 555,75 FEET WEST AND 30 FEET SOUTH OF THE HORTHEAST CORNER OF
SAID DONATION CLALM;

THENCE WEST ALONG A LINE PARALLEL TO AND 30 FEET DISTANT FROM THE HORTH BOUNDARY OF SAID
DONATION CLAILS, A DISTANCE OF 120 FEET;

THENCE SOUTH A DISTANCE OF 120 FEET;

THENCE EAST A DISTANCE OF 120 FEET;

THENCE NORTH A DISTANCE OF 120 FEET 1O THE POINT OF BEGINNING;

EXCEPT THAT PORTION THEREDF LYING HORTHERLY OF THE SDUTHERLY HARGIN OF SOUTHWEST 43RD
STREET (SOUTH 1BOTH STREET) AS ESTABLISHED BY DECREE OF APPROPRIATION OCTOBER 23, 2002
RECORDED UNDER RECOADING NO. 20021023000129,

PARCEL C:

THAT PORTION OF THE HENRY ADAIS DONATION CLALM NO, 43, IN SECTION 35, TOWNSHIP 23 NORTH,
RANGE 4 EAST, WILLAMETTE HERIDIAN, TN KING COUNTY, WASHINGTOH, DESCRIBED AS FOLLOWS;

BEGINNING AT THE NORTHEAST CORNER OF SAID BONATION CLANT,

THENCE WEST ALONG THE NORTH LINE THEREQF A DISTANCE OF 915.75 FEET;

THENCE SOUTH A DISTANCE OF 30 FEET T0O THE TRUE POINT OF BEGINNING;

THENCE CONTINUING SOUTH ALONG THE EAST HARGIN OF 72ND AVENUE SOUTH, A DISTANCE OF 660 FEET.
THENCE EAST PARALLEL WITH THE NORTH LINE OF SAID DONATION CLAJN ), A DISTANCE OF 120 FEET;
THEHCE SOUTH A DISTANCE OF 105.55 FEET, HORE OR LESS, TO THE NORTH MARGIN OF MAPLE STREET
{SOUTH 1B2ND STREET);

Conlinued on next page
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THENCE EASTERLY ALONG SAID HARGIMN, A DISTANCE OF 300 FEET TO THE WEST RIGHT OF WAY HARGIN OF
THE PUGET SOUND ELECTRIC RAILROAD;

THENCE NORTH ALONG SAID RIGHT OF WAY IARGIN TO THE INTERSECTION WITH A LINE WHICH [5 150
FEET SOUTH OF AND PARALLEL WITH THE NORTH LINE OF SAYD DONATION CLAIM:

THENCE WEST ALONG SAID PARALLEL LINE, A DISTANCE OF 360 FEET, MORE OR LESS, TO A POINT ON A LINE
PARALLEL WITH AND 855.75 FEET WEST OF THE EAST LINE OF SAID

DORATION CLAINY;

THENCE NORTH, PARALLEL WITH THE SAID EAST LIKE, A DISTAHCE OF 120 FEET TO THE SOUTH MARGIN GF
SOUTH 180TH STREET;

THENCE WEST, ALONG SAID SOUTH MARGIR, A DISTANCE OF &0 FEET TO THE TRUE POINT OF BEGINNING;

EXCEPT THAT PORTION THEREOF CONVEYED TO THE CITY OF KENT FOR ROAD PURPOSES BY INSTRUIIENTS

RECORDED MARCH 05, 198) AND DECEMBER 16, 1987 UNDER RECORDING NOS. 8103050381 AND
8712160069,

PARCEL D:

THAT PORTION OF THE HEHRY ADAMS DOHATION CLATM NO. 43, IN SECTION 36, TOWNSHIP 23 NORTH,
RANGE 4 EAST, WILLAMETTE MERIDIAN, IN KING COUNTY, WASHINGTON,
DESCRIBED AS FOLLOWS;

BEGINNING AT THE NORTHEAST CORNER OF SAID DONATION CLAR,

THENCE WEST ALONG THE HORTH LINE THEREOF, A DISTANCE OF 915.75 FEET;

THENCE S0UTH, A DISTANCE OF 630 FEET TO THE TRUE POINT OF BEGINNING;

THENCE EAST PAR.ALLEL WITH THE NORTH LINE OF SAID DONATION CLAIM, A DISTAMCE OF 120 FEET;
THENCE SOUTH A DISTAHCE OF 105.55 FEET, MORE OR LESS, TO THE NORTH MARGIN OF MAME STREET
(SOUTH 182ND STREET);

THENCE WESTERLY ALONG SAID NORTH MARGIN, A DISTANCE OF 120 26 FEET TO THE EAST HARGIN OF
721D AVENUE S0UTH;

THENCE NORTH A DISTANCE OF 113.5 FEET, 11ORE OR LESS, ALONG SAID EAST HARGIN TO THE TRUE POINT
OF BEGINNING;

EXCEPT THAT PORTION THEREDF CONVEYED TO THE CITY OF KENT BY QUIT CLAII DEED RECORDED
DECEMBER 16, 1987 UNDER RECORDING NO. B712160070.

19

T Dadduig AC bt Larg ol W sy § Lappuns: Loniem I 13308 decu

108



EXHIBITB
QOUTLINE OF PREMISES
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EXHIBITC
TENANT IMPROVEMENT SCIIEDULE
LANDLORD'S AND TENANT’S ARCHITECTURAL AND CONSTRUCTION WORK

GENERAL " This Exhibit applics to Tenant's initial improvernents (the “Initial improvements™) 1o the Promiscs, as well
u3 other wotk perfarmad by or for Tenant in of around the Promises, and constittes supplemental provisions of the
Lense {collectively, “Tenant's Work™)

DESCRIPTION OF LANDLORD'S WORK: Unlcas expreasly stated herein, Landlord shafl not be respensible for
making ray changes, modifications ar aherations 10 the Premises, and Tenant shali iake the Premises “as-is™, There
shall nat be any “Landlord's Wock™ except my fullows, using buikling-sinndan) materials, finishes and specificatinns
Landlord shall pezform the work as shawn af the plon attached as Exhibit C-1, with new building-standard carpel, painl
end LED lighting tnstalled in the designated portion of the Pramises ondy  Note: Portions of the space have rocontly
been upgraded with now campet, paint, and LED lighting.

For the avoidance ol doubl, Landlord shall have no obligation to provide, install, or pay for the installstion nfany orall
of Tenant's fmiture, fixtures, sppliances and cquipment, including, but not limited (o, phone/data cabling and
specinlized heating or cooling

DESCRIPTION OF AND REQUIREMENTS OF TENANT'S WORK

A Except o the exient expressly idemified a1 Landlond's Work above, all improvements, alterations and
modifications of tie Premises shall be Tenant's Work. In any event, all work related 1o Tenant's signs, the design,
installation, wiring and relaied conduits shall be Tenant’s Work and shall be further subjest also 10 the sign criteria
in this Lease

B Afl of Tenant's Work shall be at Tenant's sole risk, cost and expenss and shall not damage the tuilding, Common
Areas o Premises or any part theyzol, of cause injury to persons All ol Tensnt's Wark shall be dane in accardance
with all applicable codes, statutes, regulations and ondinrances, and shall be done 1 conformance with this exhibit
and the requirements for Alterntions as set forth in the oitached Lease.

€ ALL ROOF PENETRATION SHALL BE SEALED BY THE LANDLORD'S APPROVED ROOFER AND
SHALL BE PERFORMED ONLY AFTER THE Landlord HAS GIVEN CONSENT, which consent shall in part
be conditiened upon the Tenant's plans including matcrials scorptable to the Landlord and 1o include the roof top
ctirbis o spread the weight of the equipmant being installed in order to prevent damage 1a the ool All costs of
Landlond’s roafer shull be paid by Tenunt.

CONSTRUCTION SPECIFICATIONS  The fallewing provisions sct forth the requirements that Tenant must follow
in connection with all construcbon werk o be performed by Tenant in the Promises, including, without limitstion, the
Initial Improvements, and the submission of Tenant's plans and specifiestions of all such construction work to Landlond
for apgroval:

A All plans, disgrma, schedules, specifications and other data requined to be furnished by Tenant under this exhibit
must be submitted to Landlard eompleie, sufficient to obtain  building permit, and ready for Landlond's
consideration and final approval witkin fifteen (15) days afer the execution of this Loasc (or st such other lime as
may be specificd in this Exhibit) All such plans shall be prepared by licensed professionals employed by Tenant
at ils sale costs and expense. Tenant shall reimburse Landlord for any lass or extra cast which may resull 1o
Landlord by resson of failure on the pan of Tonant to submit any such plans, disgrams, schedules, specificstions
andfor ather data within s2id period of ime. In no event shall Tenam's obligation to pay rent and other charges
under the Lease be delayed duc to any delay in completion of work required hercunder

B Tenant shall secure Landlond"s writiest spproval of all designs, plans, specifications, contracis and contracion for
work l¢ bz performed by Temant beforc beginning the work (inchuling complionce with Carstruction
Specifications sct forth herein), and shall secure all necessary licenses and pemmits 1o be used in performing the
work, Tensnt's finished work shall be subject to Landlord’s approval aad acecpiance, which shall be a condition
\o any reimbursemant haeinafler provided Aflcr comgletion of such work, at its sole coxt and expense, Tenant
promptly shall obin & permanent Centificale of Occupancy and all ather spprovals required by Tenant to use and
ocengy the Premises.

€ All archilectunal, enginesring and construction fecs insurred by Landlord relating to changes in Landlord's design
or requirements necessitated by complying with Tenant's requasts shall be paid for by Tenant an demand. At
Landlond's sole option, Landlond may require Tenant to pay for such work, architect and engineering fees in
advance on demand.

D  Prior to the commencement of Tenant's Work, Tenant shall submit to Landlord for Landlord’s approval s list of
contractors and/or subcoutraciors who will perform Tenant’s Work and executle a Work Lener Agreement in 8
form ta be pravided by the Landlord. Tenant or Tenant's contractons or subcontractnes shall be required to obtain
from Landlord permitsion for hoisting materialy of for using any arcs outside the Premises for storage, handling
or moving matcrisls and equipment of for paridng any vehicles or cquipment or for the location of any feld office
of éacilities far jts pesonnel. To the end that there shall be no labor dispute that wonld interfere with the
corstruction, completion ar operation of the Property or with any other work being carried on therzin, Tenant shall
engage the services of only such contraclors and subcontraclors as will work in harmoay with each other, with
thase of Landlord and with any others then working on the Propesty  Tenant must secure Landlord's prior approval
of its contracior before Tenant's contractor shall be altowed on the job site.

E  Tenant and/or Tenant's contraciors and subcantractons shall be required to provide, in addition to the insurance
required 10 be meintained by Tenant pursusat o the Leasz, the following types of insurance sad the followng
minimum amounts naming Landlord and any othet persons having &n interest in the Building or Property as
additional insureds ay their intorest may appear, issued by companies approved by Leadlond,
| Worker's Compensaton caverge with limits of ot Jeass $500,000 for the employer's Jishility coversge

2 Builder's Risk-Completed Value Fire and extended coverage damege to the construction snd improvements
{o be madz by Tenant in amounts at least cqual to the estimated completed cost of said coastruction and
impmvements with 100% coinsurance protection,

2

F Sl C et e\ Lyl Wantey | lampay Lonsw [SCPCUTABLE 11300 dhms

110



3 Automobile lishility coverage with bodily injury limita of at leant $500,000 per person, 51,000,000 per
eecident and $300,000 sccident for property damage, and

4 Payment end Porformance bonds for 100% of the value of work to be accomptished. All bends shall be dual
ot multiple abliger bonds inuring to the benefit of Lendlord, Tenent and other persons as Landlord shall
require.

Original or duplicale policics for all the foregoing insurance shall be delivered 10 Landlord before Tenant's Work
is started nnd before any contractar's equipment is maved on to any part of the Property  In all other respects, the
insurance coverage above mentioned shall comply with the provisions of this Lease, Landlord's acquiescence to
tommencement of construction prior to Tenant's satisfaction of 1-4 sbove shal] a1 be deemed (o be & waiver of
the cantinuing obligation of Tenani 1o provide such covenage.

Tenant herebry assumes any and all ligbility, includmg any erising out of sistutory or cammon law far any and all
injuries 1 ot death of any and all persons, including Tenant's contraciors snd subcontracions and their employces
and zny lisbility for any and al) damage to property io the extent directly eaused try, or directly resulting from, eny
ncgligent act or cmission of intentional wrangdaing on the part of the Tenant, its contractors and its subcontractors
or emplayces in the performance of Tenant's Work and agresy to defend, indemnify and hold harmless Landiord
from and sgainst all damages, eonts, lisbilitics, losscs snd/or cxpenses (includmg legal fees and expenscs} which
Landlord may incus, sulfer or pay e the result of claims or law suit duc ta, because of, or wising out of any and
&Il such injuricy, death and/or damusge Tenant agrees 1o insure the forcgoing assumed contmctual liability in its
lisbility policies and the onginal or duplicate ¢ginal of mid policy thal Tenant will deliver to Landlord shal)
expresaly inchude aid contractual liality coverage.

Tenan's Wark shall be coordinaied with Landlord's Wark, if any, and the other work being pesformed by Landlord
snd other tenants in the Building or Property 30 that Tenant's Wark will not imterfire with or delay the completion
of any other work in the Building or Propaty If the scheduling of Landlond’s Work requires the immediate
performance of Tenant's Work, Landiard shall have the right to sotify Tenant, in writing, and il Tenant’s Work &s
nal sulficiently completed for the Landlond’s purpuses within s rexsanshle time afier Landlord's nanifieation,
Landlord shall have the right to notify Tenant, in writing, of Tenant's failure (s compleic work within said tims,
and thereupan Landlord, at its option, shall bave the right to canse said work (o be done and Tensnt thall reimbarse
Landlord ap demand fot all costs of planning and performing such work.

Landlard shatl not be obligated to parfarm any work it may agees to do for Tenant without wrilien authorization
by Tenant together with payment by Tenant in advance for such wark.

1t shalt be the Tenam's responaibility to require cach of Tenant’s contraciors and subcentractors to maintain
continuons protection of the Premiscs snd any peemises adiseent 1o the Premises in fuch o manner as 1o prevent
any damage to persans ar Landlord's Wark of said premises by reason of the performance of Tenant's Work. Esch
contractor and subcantractor shell property protect Tenant's Work with liphts, puard sails, and barricades and shall
sccure all pasts of Landlord’s Wark and the Premises against aceident, storm and any other huzard. However, oo
barricade or other protective device shall oxend more than four (4) feet beyond Premiscs, unless reasanably
required by the type of work or circumstances

Contraciors andloet subcontracters panticipating in the Tenant's Work shall be required 10 remove and dispose of
8! least ance a week and more fiequently as Landlord may direct, 2ll debris and rubbish cauacd by, of resulting
from the work end upon completion, lo remave all temporary structures, sarplus materials, debris and rubbish of
whatever kind romaining on any part of the Property or in proximity thereto which was brought in or created by
the performance of Tenant's Work. If ai eny time, Terant's contractors and subcontraciors shall neglect, refuse or
(il to remove any debris, rubbish, sarplus melorisly or iemparary structures within twenty-four (34) hours afier
written notice to Tenant, Landlord may remove the same st Tenant's expense.

Upon Completian of Tenant's Work, Tenant shall furnish Landlord, without cost te Landlord, one {1) set of
transparent “As-Built™ dawings of the Premises.

. Any approval or consent by Landlord shall in no way obligutc Landlord i any manner whatsoever in respect to

the finish design endfor constructian by Tenant. Any deficiency in design of constmction, althoogh same had prior
sgproval af Landlord, shall be salely the responsibility of the Tenant.  Alb cansiruction, material and cquipment
furnushed by Tenan shall be new and all work shall be dane m a first-class workmanlike eanner, in full compliance
with all epplicable codes, laws and governmental requirements

)
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EXHIBIT C-1

LANDLORD'S WORK

B T O ey S L L

S3IWOH >w._mw§h

£)

SrRLSL By S vogpodd
ML A P v O OF R O T
“puped Lacar pITPUT R BRI by

L

_ﬂ.._ _._||_||_
T —

—_l

B

Bupgby 71 pue Yo Jaden
2hd 5 YR Papealic N s Aw i
Sy S ALY dnj | g0 UOR Lo Sy

Tenant fo provide and snstall all fumiture, fixtures, appliances end cquipment.
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EXIIBIT D
RULES AND REGULATIONS

REFUSE. If Tenant's gurbage is of a deterjomting nature, creating offensive odors, Tensnt shall utilize and maintain
al its cost and expense tefrigerated focilitics ay required by Landlord.

OVERLOADING Tenant shall not overload eny floor of the Premises

SUSPENSION Tenant shall not have or suspend from any wall or eciling or soaf, or any other part of the Property,
any equipment, fixtures, signs or displays which arc no! first authorized by Landlord.

ELECTRICAL If Tenant requires any clectrical cquipment which might ovesload the electrical facilities in the
Premiscs, Tenant shall mbmit to Landlord plans and spexifications for work r=quired to install and supply sdditional
electrical facilities ar equipment 1o prevent such everlosding, and shall ohtain Landlord's writlen approval to perform
such work, which ahall meet all the applicable regulations or requircments of any goveriment of other competent
authority, the Associaticn of Insurance Underwriters and Landlord's insurers, all at the sole cost and expense of Tenent

PLUMBING No plumbing facilitics shall be used far any purpose other than that for which they were designed, snd
oo foreign mubstance of any kind shall be thrown thersin, and the expensc of any breakage, stoppage or damage resulting
from o viclation of this provision by Tenant of by any person for whom Tenant is respoasible shall be barne by Tenant.
No gaibage disposals shall beinstalled by Tenant without the prios writien spproval of Landlerd. 1M approved, disposals
shall be maintained by Tenant In cotnpliance with Municipal requirsmants, washrooms shall be available fr use by
cusiomers upon request

HVAC OPERATION Tenan! shall operate oz penmit to be operaied its own heating, ventilating of niz condittoning
cquipment in such & manner that there will be no direct or indirect sppropriation of heating ar cooling from ather
partions of the Property (excepl In the extent that such appropriatian may be unavoidable) 1f Landlond obtains Tenant's
HVAC maintenance and repair contract, Tenant will reimburse Landlond for it pro mta share Tenant shall nct leave
open any doats ot windows to the exterior of the Property which would adversely affect the performance of any heating,
ventilating of air condilioning equiprhent in the Property

NO SOLICITATION Tenanl, or Tenant's employecs end ogenls, shall not solicit business in the Parking Arcas or
other Common Arens and shall nol distribule any handbills or other advertising matter thercin,

NO SIDEWALK SALES Tenant shall not be parmitied ta hold s sidewalk sl (or other similar sale) at any time
during the Leasc Tam

PARKING

s. Landlord shall pravide Tenant with frec non-cxclinve parking on a pro rata basis (equal 1o spproximalely 40
spaces por 1,000 square feet af rentable area in the Promises (including visitor parking) as of the date of mutual
execution of the Leaae Tenant shall furnish Landlord with automobile license plate numbers of all motor vehicles
of Tenant and its employees within five (5) days sfier taking possession of the Premiscs snd shall thereafler noufy
Londlord of any changes os additions to such numbers within five (5) days aficr occurrence.

b Landlord may designate a portion of the Pasking Arcas for use by 1enants and employces and in the even Tenant
andier it cmployco park their vehicles in other portiona of the Parking Arens, Landlord may charge Tenant Ten
Dotlars ($18) per vehicles for exch day or portion thereal that mch violstion occurs or may srange 1o have such
vehicles towed awzy sl the cost of the Tenant and/or 113 employees.

¢ Inno event shall Tenunt, its cusiomers and invilees usc of parking excesd Tenant's pro fia share of available
parking Pro rata sharc is defined ns Tenant's rentable square feed divided by the rentoble square feel of the
complex, multiplicd times the total number of available parking stalls

DELIVERY Tenant shall remove sll detivered merchandise and other delivered ilams from the loading ares o other
Common Arcas immediately upon such delivary or shall pay such costs as may be determined by Landlond for any
hourly, daily or weekly temparary starage permuticd by Landlord

PESTS Should the Premiscs becoene infested with rodents, vermin of the like, Tenmt shall fosthwith remedy the same
and shall use, al Tenant's cast, such pest extermination contracior as Landlord shall direct and ot such inlervaly e
Lendlord may require as being necessary by reason of the condions in the Premises

NOTICE OF ACCIDENTS, DEFECTS Tenant shall give immediste notice to Landiord in case of fire or accident in
the Premises of of defects therein or Lo sy fixtures or equipment thereon.

EMERGENCY CONTACTS Tenanl shall provide Landlond with the names, addresses and lelephone numbers of

two (2) autharized employezs of Tenant who may be contacted by Landlard in the event of rn emergency mlative to
the Promises

PERMITS, LICENSES Tenan! alone shall be responsible for ablaining, from the appropriste povernmental authonty
o7 other regulsiory body having junisdiction, whalcver permils, licenses or approvals ey may be necessary for the
operation of its businesy, the whole 1o the exonermtion of Landlord.

TENANT'S WORK  Any wark to be performed in the Premiscs by Tenant or its contraciors shal] be first spproved and

then made sncly in accondance with the rules and regulations of Landlord from fime 1o time in respect of work by
tenants within the Property

FURTHER RULES AND REGULATIONS For the gencfal bencfit nnd welfare of the Propanty znd tenants therein,
Landlard may amend these rules and regulationa, by alteration or sddition, in 8 reasonabic manner, on ten (10) days
advance natice ta Tenant, and such amended riles and regulstions shall be binding on Tenant

24
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EXHIBITE
CONFIRMATION OF DELIVERY AND COMMENCEMENT DATE

H[Oase]}
([Tenaal]]
[[Address]]
[[Addrexs])
RE Lease datal by aad ‘hetween ; a5 Tenent, and
. 88 Landlord (the “Lease™) for cotmn  premises Jocated at
[macrt name of property and address of premises]), as more particuladly described
therein (the “Prembses™)
Dt

Thus better wall actve Lo confitt the following key datey, in sesordance with the Lease:
*  The Delivery Dale of the Premisea is

*  Thelease Commencement Daleis

a_,

20_ ;and

—

*  The Termination Dale of the Leasz is

,20__

Tenant also canfinms that

. 1t has sccepiedd poasestion of the Pramitses as provided in the Lease:

b All senpr quired ta be furnished by Landlont wder the Lese have been fumished {subject only to
panch-list tems of which Tenant has notified Landlond in sceonlenee with Lhe Lease),

c Lantlord has fulfilled al) its duties of an snd 1 pature {neludmg payment of any Tenant Allowence as
provided in the Lease),

d. Th:l.uu:umMfmuﬂ:ﬁxtudhsmbmnmmwud.nrmuﬂnkmufoﬂum {h=t or
msen “N/AT

, and

e MmmmﬁinruﬂmmmRanﬂmSmmtythpnslorpq:idmlhuhmpﬂumplu

provided by the Lease

Enclosed is & duplicate origimal of this letter for yoar recards  Plense indicaie your agreement with the above tems by signing
whare indicsted below, and retunung the counlersigned onginal to me a1 your earlicst convenience I we do not receive aither
(i) & counterzignal copy of this fetier or (ii} your whitien staement idenlifying which of the forcgning salements you believe not
to be s, in cither case within 1en (10) business days from your reseipt of this roquest, then the statomnents sei forth herein shall
be dermed true oad comrest and approved in sl respects by Tenunt without need fas any fisther documentation

If you have a0y questions, please fee] free In contact me ot 425289 or vis cnail st @rosenharbolile com
Sincerely,
ROSEN HARBOTTLE
([Name])
Property Manager
ACHNOWLEDGED AND AGREED
|{laert Teasnt signature black as sbawn on the Leaye])
a Washington public benefit wrpnm.mn
By
Rame:
Title:
Date.
|lor if Tenaot ks an tudividual:|]
[[Name]]
Dale:
15
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ADDENDUM ONE
ADDITIONAL LEASE TERMS

L tend Term,

Subject to the termns below, Landlord grants the Tenant an aplion (o extend the tarm of this Lease (“Extension Option™)
for onc ()} successive period of five (5) years aller the expiration of the original Term { “Extension Term™). The
Tenant shall excreise its Extension Option by notifying the Landlord in writing, in sccordance with the notificalion
provisions of this Leasc, no earlier than fifleen {1 5) months prior te the expiration of the then-cumrent Lease Term or
later than twelve (12) months prier 1o the expimation of the then-current Lease Term. Al the time of giving notice 1o
Landland afits excrcisc of the Extension Option, Tenant shall furnish Landlord with financial statements and operating
staiements in form seasanably acceptable 1o Landiord, dated not carlier than one (1) year prior to the expiration of the
then-curtent Term of this Lease. If the Lense Term is extended for o time period diffesent from the time period el
forth in this provision, ull Exiension Gplion rights granied in (his parmgraph shall forcver terminate. If Tenont is
granied mare than one Extension Option, Tenant's failure to timely exercise any Extension Option in accordance with
this section shall render afl subscquent Extension Options void and of no further efect.

The terms and conditions for the Extension Term shall be the same as provided in this Lease except for the following

A. There shall be no repetition of financial leasc incentives, if any, such as free Rent or Landlord-paid tenant
improvements, and no additional apiions to extend the Lease Term, purchase of Jenss any propaty, if any.

B. Renl TheBasc Rent shall be determined as follows:

i. Within thiny (30) days afler Landlord receives writtes nolice of the exercise of Tenant's Extension
Option, or &9 soon thereafler as practicable, the Landlord shall delermting and propose o Tenani the Base
Rent including periodic market rate increasces in rent for the Extension Tam ("Proposed Rent”). Tenant
shall have 1en (10) days from the date of nolification 1o accept or reject such Proposed Rent. If such
Propascd Rent is not rejected it shall become the Rent for purposes of thisLease, Ifsuch Proposcd Rent
ia timely rejected, the partics shall commence and negotinte in good (aith for the ensuing fifleen {13)
days in order to deiermine a mutually agreed Market Rent (“Negotiation Period™}, The term “Masket
Rent™ shall be the rental rate that comparable Premises for the same term es the Extension Term would
comnand on the open markel at the time of commencement of the Extension Term, determined in Lhe
mannes set forth in this section. For purpases hereol, the term “comparable Premises™ shall mean
premises similar in size snd Jocation to the Promises with similar improvements and amenities being
Jeased 1o a lenant with similar creditworthiness as Tenant. [ the partics are unabiz to egree on the Market
Rent, then each party shall deliver its final offer 1o the other before § 00 pm, on the last day of the
Negotiation Pesind, and the Market Rent shall be determined by arbitration as follows: Landiord and
Tenant shall mutually designate an arbitrator within ten (10) deys after the expisation of the Negatiation
Period, whose determination of Market Rent shall be cither Landlond’s Tinal ofler for Proposed Rent or
the final offcr for Market Rent propased by Terant. Such arbitrator shall be & member of the Appraisal
tnsttute and shall have at lesst five (5) years of experience in appraising tomparable commercial
buldings and rental rales in the relevant aren. I7 they connat sgrce on the sclection of an arbitrator, the
trbitralor shall be appointed by the presiding judge of the Supertor Count of King County, Washington
in hisher personal eapacity and not in hisher judicial capacity The erbitrtor shall conduct such
heanngs and investigations es he/she deems appropriale, and shall within thinty (30) days afier hisher
designation, determine whether Landlord’s Proposed Rent or the Market Rent proposed by Tenant shall
be the Base Rent for the Extonnon Term, and such detennination shall be binding on Landlord and
Tenanl Any such arbitration shall take place in Bellevie, Washinglon  In any such arbiiration, each
party may present evidence of renta) rates for similar space in Lhe televant arca, includes market rate
increascs in renl during the extended perind, but shall not have the right to require eny lestimony or
conduct any other discovery from the alher party unless such other party consenly, Each party shali bear

ILs own cosi2 of prepaning for the arbilmtion, but the cots of arbilration shall be shared cqually by
Laondiord and Tenant,

2 Inno cvent shall the Base Rent for the Extension Term be less than the Base Rent for the immediately
preceding Term.

€. This Extension Option shall be null and void {and the Lease Term shall expire on the scheduled Termination
Date), st Landlord's option, if any onc of the following occur-

Tenant docs nol timely deliver i6 Landlond written notice excrcising its Extension Option, or

2  Tenan's Renl (including Basc Rent and Operaling Costs) has not been paid in full when due more than
once during any consecutive twelve (12) month period during the Lease Term (including any Extension
Team), or

3 Tenant is in default under the Leasc and, if applicable, such defanlt has not been cured within the time
for such cure.

This Extcnsion Opton applics in this instance only and is not 10 be construed as approval for any future options. This
Extension Option i3 personal 1o the Tenanl identified in Scction § of this Lease and is nol transfemmble by assignment,
subleasc, death or sale of the business, and shall be nuli and void in the event of any assignment or sublcase.

27
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Il Early Termlnatigs Ripbt.

Provided that the Tenant has nol been in default under Lhis Lease beyond ony applicsble cure period, and otharwisc
bides by all the ferms and condilions of this Lease, including prompt payment of all sums as and when due, the
Tenant shall have a one-time right (“Termination Right™) 1o terntinate this Lease effective s of 11 59 p.m. on the last
day of the fony-first (41%) month of the l.ease Term (the “Early Termination Date™) on the following ietms and
conditions only:

A. Tenant shall provide written notice 1o the Landiord of its election 1o taminste this Lease a1 least one hundeed
cighty (120) days priar 1o the Eatly Termination Date, snd sccompany =ud natice with & paytsent in an
nmount egual 1o the unamortized pottion of Lendlord's Work, free Rent (including Basc Rent and Opcrating
Costs), leasing commixsions, plus an amount equal to three (3) months of the then-cwrent Bose Rent and
Operating Costs {“Early Termination Fee™).

B. Tenani shall remain cument in ail Rent payments and ather obligations under this Leasc through the Early
‘Texmination Date.

C. Tenant musi complete all of its obligations relating to surrender, mave out and (cpair of the Premises as of
the Errly Termination Dale, including without limitation those set forth in Section 13 of this Lease.

If Tenant clects 1o \erminate this Lease carly as provided hercin, ihe Esrly Tamination Date shall aperaic os if that
date were the time originally fixed for the tennination of this Lease and this Lease shall come 10 an end with the same
force and effect es if such Early Termination Dale were the date herein provided {or the normal expiration hereof

Fusther, all provisions of this Lease that are to become cffestive on the termination of this Lease shall become operative
ar ¢ffective on the Early Termination Date.

‘The Terminstion Right shall sutomaticatly terminaic znd become null and void upon the garlicr 1o occur of

D. The ocewrronce of any cvent of default by Tenant of any obligetion under this Lease beyond any applicable
cure period,

E. The termination of Tenant's right to possession of the Premises,

F. The lermination of this Lease;

G. Any ussignment or transfer, by operation ol taw or otherwise, of any af Tenant's interest in this Lease, or any
subletting by Tenant of all or any portion of the Promises,

H. The failure of Tenant 1o limely or propezly exercise the Tormination Righl as aforcaaid;

[. Any cxpansion in the size of the Premises, or

1. Any edension or renewsl of the Term hereol

Failure lo adhcre 1o any one of orall of the forcgeing lerms and conditions set forth herein shal) render this Tatnunation
Right null and void and the Tenant shall continue to be lizble for all the 1erms end conditions of this Leasc tuough
the original Leasc tennination daie, regardicss of whether or not Tenant has vacaied the Premises

1. Expansien,

If duning the Term of the Lease, Tenant desires to expand the Pramiscs, Tenant shall so netify Landlord tn wriling

Landlord shall use commerciaily reasonable effona 1o accommodate Testant’s expansion within six (5) months afler
receipt of Tenant's notice, IfLandlend is able ta nccommodate Tenant's request {or expansion on mutually agresable
terms (including, withoul fimitation, possible extension of the exasting Lease Term), then the parties shall exccule an
amendmeni ta the Lease to incorpermis the sdditiona) premises and other terma and conditions for the leasing thercol
If Landlord cannot accommodate Tenant's request for expansion, Landlord shall so notify Tenant within six {§)
months after reczipt of Tenant's notice, and Landlord shall have no further obligatios 10 Tenant under this paragraph

|
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CliftonLarsonAllen LLP
~ A CLAconnect.com

INDEPENDENT AUDITORS’ REPORT

Board of Trustees
Wesley Homes and Subsidiaries
Des Moines, Washington

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of Wesley Homes and
Subsidiaries (a Washington corporation), which comprise the consolidated balance sheets as of
December 31, 2021 and 2020, and the related consolidated statements of operations, 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 consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Wesley Homes and Subsidiaries as of December 31, 2021 and 2020,
and the results of their operations and changes in their net assets, and their cash flows for the years
then ended in accordance with accounting principles generally accepted 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) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of Wesley Homes 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 consolidated financial statements, management is required to evaluate whether there
are conditions or events, considered in the aggregate, that raise substantial doubt about Wesley
Homes and Subsidiaries’ ability to continue as a going concern for one year after the date the
consolidated financial statements are available to be issued.

A member of
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Board of Trustees
Wesley Homes and Subsidiaries

Auditors’ 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 issue an auditors’
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 and
Government Auditing Standards will always detect a material 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
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 consolidated financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e 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.

e 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 Wesley Homes and Subsidiaries’ internal control. Accordingly,
no such opinion is expressed.

o 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
consolidated financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Wesley Homes 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 related
matters that we identified during the audit.

Wmﬁ@c L7

CliftonLarsonAllen LLP

Bellevue, Washington
April 8, 2022
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WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2021 AND 2020

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Current Portion of Assets Limited as to Use
Undesignated Investments
Accounts Receivable, Net
Current Portion of Pledges Receivable
Other Current Assets
Total Current Assets

ASSETS LIMITED AS TO USE
Board-Designated Investments
Restricted Investments
Trustee-Held Funds
Total Assets Limited as to Use
Less: Current Portion of Assets Limited as to Use
Noncurrent Assets Limited as to Use

PROPERTY, BUILDINGS, AND EQUIPMENT, Net

OTHER ASSETS
Investment in Joint Venture
Related Party Receivable
Pledges Receivable, Net of Current Portion
Total Other Assets

Total Assets

See accompanying Notes to Consolidated Financial Statements.

©)

2021 2020
$ 10,472,899 $ 12,406,072
8,413,485 12,011,769
14,881,520 13,706,365
5,208,870 4,872,136
250,253 251,409
584,115 658,266
39,811,142 43,906,017
12,531,154 11,375,984
12,259,504 13,127,147
21,717,969 25,256,735
46,508,627 49,759,866
8,413,485 12,011,769
38,095,142 37,748,097
222,837,513 227,088,244
5,205,000 5,205,000
2,840,424 -
226,603 227,989
8,272,027 5,432,989

$ 309,015,824

$ 314,175,347
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WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (CONTINUED)

DECEMBER 31, 2021 AND 2020

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable
Construction Accounts Payable
Accrued Salaries and Related Benefits
Accrued Interest
Funds Held for Residents
Line of Credit
Current Portion of Gift Annuities
Current Portion of Resident Entrance Fees
Current Portion of Long-Term Debt

Total Current Liabilities

LONG-TERM DEBT, Net

OTHER NONCURRENT LIABILITIES
Gift Annuities
Resident Entrance Fees
Total Other Noncurrent Liabilities

Total Liabilities
NET ASSETS
Net Assets Without Donor Restrictions
Net Assets With Donor Restrictions

Total Net Assets

Total Liabilities and Net Assets

See accompanying Notes to Consolidated Financial Statements.

4)

2021 2020
$ 1,743,594 $ 2,257,211
- 209,300
2,529,171 3,776,279
5,178,859 5,668,523
972,862 577,676
- 1,279,000
121,739 122,000
1,292,187 1,894,592
2,833,420 2,575,000
14,671,832 18,359,581
185,455,594 204,040,325
584,058 555,000
76,256,549 64,650,047
76,840,607 65,205,047
276,968,033 287,604,953
21,669,261 15,625,244
10,378,530 11,045,150
32,047,791 26,570,394

$ 309,015,824

$ 314,175,347
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WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
YEARS ENDED DECEMBER 31, 2021 AND 2020

2021 2020
OPERATING REVENUES
Resident/Client Services Revenue $ 63,182,765 $ 55,388,153
Amortization of Resident Entrance Fees 1,149,741 1,416,383
Other Operating Revenue 6,663,360 2,705,134
Gain on Sale of Land - 3,132,294
Net Assets Released from Restrictions 162,525 113,045
Total Operating Revenues 71,158,391 62,755,009
OPERATING EXPENSES
Salaries and Wages 25,648,046 26,005,500
Payroll Taxes and Employee Benefits 5,066,455 5,412,169
Depreciation 12,181,505 9,938,579
Supplies 4,215,939 4,119,137
Contract Services and Labor 8,873,567 6,208,850
Interest 10,873,570 9,394,407
Utilities and Maintenance 2,545,527 2,405,055
Professional Services 306,190 295,530
Insurance 928,388 755,998
Leases and Rentals 341,421 216,291
Licenses, Dues, and Taxes 495,081 526,343
Marketing 501,964 453,480
Resident and Community Programs 188,972 2,268,884
Other 744,579 889,736
Total Operating Expenses 72,911,204 68,889,959
OPERATING LOSS (1,752,813) (6,134,950)
OTHER INCOME (EXPENSE)
Net Investment Income 4,666,679 5,637,143
Contributions, Gifts, and Bequests 333,522 235,134
Change in Fair Value of Charitable Gift Annuity (68,190) (61,256)
Other Nonoperating Income (Expense) (172,135) (1,213,905)
Total Other Income 4,759,876 4,597,116
EXCESS (DEFICIT) OF REVENUES OVER EXPENSES $ 3,007,063 $ (1,537,834)

See accompanying Notes to Consolidated Financial Statements.
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WESLEY HOMES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

YEARS ENDED DECEMBER 31, 2021 AND 2020

NET ASSETS - DECEMBER 31, 2019

Deficit of Revenues Over Expenses
Net Assets Released from Restrictions for Capital
Net Assets Released from Restrictions for Operations
Contributions, Gifts, and Bequests
Interest and Dividend Income
Net Realized Gain on Sale of Investments
Net Unrealized Gain on Investments
Changes in Net Assets

NET ASSETS - DECEMBER 31, 2020

Excess of Revenues Over Expenses
Net Assets Released from Restrictions for Capital
Net Assets Released from Restrictions for Operations
Contributions, Gifts, and Bequests
Interest and Dividend Income
Net Realized Gain on Sale of Investments
Net Unrealized Gain on Investments
Changes in Net Assets

NET ASSETS - DECEMBER 31, 2021

See accompanying Notes to Consolidated Financial Statements.

(6)

Without Donor With Donor

Restrictions Restrictions Total
$ 14,855,301 $ 9,417,437 $ 24,272,738
(1,537,834) - (1,537,834)
2,207,777 (2,207,777) -
- (113,045) (113,045)
- 3,353,053 3,353,053
- 52,099 52,099
- 78,533 78,533
- 464,850 464,850
669,943 1,627,713 2,297,656
15,525,244 11,045,150 26,570,394
3,007,063 - 3,007,063
3,136,954 (3,136,954) -
- (162,525) (162,525)
- 2,125,489 2,125,489
- 54 477 54,477
- 285,784 285,784
- 167,109 167,109
6,144,017 (666,620) 5,477,397
$ 21,669,261 $ 10,378,530 $ 32,047,791
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WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2021 AND 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Changes in Net Assets
Adjustments to Reconcile Changes in Net Assets to

Net Cash Provided by Operating Activities:
Depreciation
Gain on Sale of Land
Amortization of Bond (Premium)/Discount, Net
Amortization of Debt Issuance Costs
Bad Debt Expense
Amortization of Resident Entrance Fees
Nonrefundable Contracts - Entrance Fees Received
Net Realized and Unrealized Gain on Investments
Change in Fair Value of Charitable Gift Annuities
Changes in Operating Assets and Liabilities:

Accounts Receivable

Pledges Receivable

Other Current Assets

Accounts Payable

Accrued Salaries and Related Benefits

Accrued Interest

Funds Held for Residents

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from Sale of Investments
Purchases of Investments
Proceeds from the Sale of Property, Buildings, and Equipment
Purchase of Property, Buildings, and Equipment
Change in Related Party Receivable, Net
Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Contributions for Capital and Endowments
Proceeds from Issuance of Long-Term Debt
Proceeds from (Payments) on Line of Credit, Net
Principal Payments on Long-Term Debt
Payments of Bond Issuance Costs
Payments Made on Annuities Held, Net of Proceeds
Refundable Contracts - Entrance Fees Received
Refundable Contracts - Entrance Fees Repaid

Net Cash Provided (Used) by Financing Activities

NET CHANGE IN CASH, CASH EQUIVALENTS, AND RESTRICTED CASH
Cash, Cash Equivalents, and Restricted Cash - Beginning of Year

CASH, CASH EQUIVALENTS, AND RESTRICTED CASH - END OF YEAR

See accompanying Notes to Consolidated Financial Statements.

()

2021 2020

$ 5,477,397 2,297,656
12,181,505 9,938,579
- (3,132,294)
(92,0086) (101,491)
207,275 172,314
1,008,461 558,751
(1,149,741) (1,416,383)
- 263,018
(4,405,472) (5,448,671)
68,190 61,256
(3,052,255) 1,322,640
2,542 229,946
74,151 (212,539)
(513,617) 175,752
(1,247,108) 657,944
(489,664) -
395,186 117,989
8,464,844 5,484,467
3,715,617 150,000
(772,827) (4,097,989)

- 3,178,501
(8,140,074) (38,337,078)
(2,840,424) -
(8,037,708) (39,106,566)
- 13,153

- 31,271,145
(1,145,580) 279,000
(18,575,000) (14,165,000)
- (434,322)
(39,393) (123,656)
22,586,224 21,392,873
(8,725,326) (5,827,159)
(5,899,075) 32,406,034
(5,471,939) (1,216,065)
37,662,807 38,878,872
$ 32,190,868 37,662,807
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WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
YEARS ENDED DECEMBER 31, 2021 AND 2020

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash Paid for Interest (Net of Capitalized Interest)

Resident Entrance Fees Receivable

Construction Accounts Payable

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash and Cash Equivalents
Trustee-Held Funds
Net Cash, Cash Equivalents, and Restricted Cash

See accompanying Notes to Consolidated Financial Statements.

8)

2021 2020
11,247,965 $ 8,793,663
4,159 $ 1,711,219
(209,300) $  (1,342,766)
10,472,899 $ 12,406,072
21,717,969 25,256,735
32,190,868 $ 37,662,807
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NOTE 1

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Operations

Wesley Homes is a nonprofit tax-exempt organization affiliated with the Pacific Northwest
Annual Conference of the United Methodist Church. Wesley Homes operates a network of
services offering a continuum of care for the aging population in King, Snohomish, and
Pierce Counties in Washington. Wesley Homes operates a continuing care retirement
community in Des Moines, Washington; a retirement community in Auburn, Washington; a
retirement community in Puyallup, Washington, a private duty licensed home care agency,
and a Medicare/Medicaid certified Home Health agency and hospice.

Wesley Homes Subsidiaries

Wesley Homes Des Moines, LLC, of which Wesley Homes is the sole member, owns
and operates a continuing care retirement community located in Des Moines,
Washington. At December 31, 2021, the community campus consisted of 42
independent cottages, 24 Brownstone style apartments, 273 independent apartment
units, 39 assisted-living units, and 148 skilled-nursing beds, which are occupied by
residents meeting age and health requirements specified by residence agreements.

Wesley Homes Lea Hill, LLC, of which Wesley Homes is the sole member, owns and
operates a retirement community located in Auburn, Washington. The site contains 22
village homes, two Brownstone style apartments with 12 units each, and a main lodge
with 80 independent-living units, 32 housing with services units, and 16 memory care
units and a 36-bed skilled nursing facility, which are occupied by residents meeting age
and health requirements specified by residence agreements.

Wesley Homes Bradley Park, LLC, a nonprofit tax-exempt organization of which Wesley
Homes is the sole member, owns and is developing a retirement community in Puyallup,
Washington. The first phase of this project was completed in July 2019 and consists of
99 independent apartments, a Brownstone style apartment with 32 units, 50 housing
with services units, and 17 memory care units. A future phase will include a 36-bed
skilled nursing facility and an additional Brownstone style apartments.

Wesley Homes Renton, LLC, is a nonprofit tax-exempt organization of which Wesley
Homes is the sole member. The entity owns on 20 acres of land on which a full
continuum of care facility is being planned, which could consist of independent living,
assisted living, and a skilled nursing units.

Wesley Homes Foundation (the Foundation), a nonprofit tax-exempt organization of
which Wesley Homes is the sole member, is organized for charitable and educational
purposes to facilitate the solicitation, recognition, and management of charitable gifts in
support of the Organization.

Wesley Homes Community Health Services (Wesley Homes CHS), a nonprofit tax-
exempt organization of which Wesley Homes is the sole member, is organized to
provide health services to Wesley Homes' residents and clients in surrounding
communities.
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NOTE 1

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Operations (Continued)
Wesley Homes Subsidiaries (Continued)

Wesley Homes at Home, LLC, of which Wesley Homes CHS is the sole member, is
organized to provide health services under Medicare to Wesley Homes’ residents and
clients in surrounding communities.

Wesley Homes Hospice, LLC, of which Wesley Homes at Home, LLC is the sole
member, is organized to provide hospice services to Wesley Homes’ residents and
clients in surrounding communities. Wesley Home Hospice LLC received Medicare and
Medicaid licensure in November 2017.

Principles of Consolidation

The consolidated financial statements include the accounts of Wesley Homes and its
Subsidiaries (collectively, the Organization). All significant intercompany accounts and
transactions have been eliminated.

Social Accountability

The Organization provides charitable services and housing for residents who are not able to
pay the full rates associated with the services they receive from the Organization. In
addition, the Organization contributes to the surrounding communities in a variety of ways.
These include, but are not limited to: providing buildings and meeting spaces to local church
organizations, support groups, service societies, and other nonprofit organizations;
sponsoring training sessions and fairs for seniors and the surrounding community, and
hosting swimming classes for developmentally disabled youth. The Organization estimates
the amount of providing these services based on the overall direct and indirect costs in
relation to revenues. During the years ended December 31, 2021 and 2020, the amount of
charitable services and community support provided was approximately $1,982,000 and
$2,162,000, respectively.
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NOTE 1

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation
Net assets of the Organization and changes therein are classified and reported as follows:

Net Assets Without Donor Restrictions — Net assets over which the boards of Wesley
Homes and Subsidiaries have discretional control. Designated amounts represent those
assets that the boards have set aside for a particular purpose.

In addition to these transactions, changes in this category of net assets include restricted
contributions whose donor-imposed restrictions were met during the fiscal year.

Net Assets With Donor Restrictions — Net assets with donor restrictions represent net
assets subject to donor-imposed restrictions. Some donor-imposed restrictions are
temporary in nature, such as those that will be met by the passage of time or other
purposes specified by the donor. Other donor restrictions are perpetual in nature, where
the donor stipulates that resources be maintained in perpetuity. The board of directors
has interpreted Washington’s enacted 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 donations with permanent restrictions absent explicit donor stipulations to the
contrary. As a result of this interpretation, the Organization 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 permanently restricted 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 the
Organization to use all or part of the investment return on these assets.

All donor-restricted contributions are reported as increases in net assets with donor
restrictions, depending on the nature of the restrictions. When a restriction expires, net
assets with donor restrictions are reclassified to net assets without donor restrictions.
Income earned on net assets with donor restrictions, including capital appreciation, is
recognized in the period earned. The Organization records restricted contributions whose
restrictions are met in the same reporting period as contributions without donor restrictions.

Excess (Deficit) of Revenues over Expenses

The consolidated statements of operations includes “Excess (Deficit) of Revenues over
Expenses” which is the performance indicator for the Organization. Changes in net assets
without donor restrictions which are excluded from this performance indicator, consistent
with industry practice, include releases of restricted funds for capital purposes, and
contributions, gifts, bequests for capital purposes, and equity transfers.

Use of Estimates

The preparation of the accompanying consolidated financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities, if any, at the date of the
consolidated financial statements, and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
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NOTE 1

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash and Cash Equivalents

Cash and cash equivalents include highly liquid instruments such as certificates of deposit
and other money market instruments which have maturities of three months or less at the
date of purchase.

Investments

The Organization has classified its entire investment portfolio as trading. Unrealized gains
and losses on investments with donor restrictions and investments without donor restrictions
are reported as with donor restrictions or without donor restrictions, as appropriate (see
Note 5).

Investments include U.S. and foreign equity and debt securities, which are held at financial
institutions. These investments are carried at fair value with gains and losses, interest and
dividends reported as changes in net assets. The cost of securities sold is based on the
average cost method.

Accounts Receivable

The Organization uses the allowance method to account for uncollectible accounts. The
allowance is based on management’s estimate of potential bad debts, historical collection
history, by considering residents’ financial and credit history, and the general economic
conditions. When all collection efforts have been exhausted, the account is written off
against the related allowance.

Pledges Receivable

Pledges for future contributions that are expected to be collected within one year are
recorded at their net realizable value. Pledges that are expected to be collected in future
years are recorded at the present value of the amount expected to be collected. The
discounts on those amounts have been deemed by the Organization to be immaterial and,
therefore, no discount is recorded.

The Organization provides an allowance for uncollectible pledges using management’s
judgment. Pledges are individually analyzed for collectability and written off on a case-by-
case basis. In addition, an allowance is estimated for other accounts based on historical
experience of the Wesley Homes Foundation. At December 31, 2021 and 2020, the
allowance for doubtful pledges was $73,292 and $73,292, respectively.

Assets Limited as to Use

The assets limited as to use section of the consolidated balance sheet consists of donor-
restricted and board-designated assets, as well as trustee-held funds. The funds on deposit
with the trustee are limited to use in accordance with the requirements of the Indenture.
Assets limited as to use that are required for obligations classified as current liabilities are
reported as current assets.
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NOTE 1

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, Buildings., and Equipment

Property, buildings, and equipment are stated at cost and depreciated using the straight-line
method over estimated lives of 3 to 40 years beginning with the month the asset is placed
into service. The Organization capitalizes fixed assets with a cost of greater than $1,000.
Maintenance and repairs are charged to expense as incurred.

Construction in Progress

Construction in progress costs have been deferred until the projects have been completed.
Once the planned projects are completed, the costs are depreciated over the life of the
project. If the projects are cancelled, the construction and development costs are expensed
during that period.

Interest Capitalization

Interest costs incurred on borrowed funds during the period of construction of capital assets
are capitalized as a component of the cost of acquiring those assets, and depreciated over
the estimated useful lives by the straight-line method of depreciation. The amount of interest
capitalized was approximately $-0- and $2,182,000 for the years ended December 31, 2021
and 2020, respectively.

Debt Issuance Costs and Bond Premium and Discount

Debt issuance costs in the amounts of $6,884,240 and $7,091,515, net of accumulated
amortization, were reported as a direct reduction of the carrying amount of the debt as of
December 31, 2021 and 2020, respectively. The debt issuance costs are amortized over the
life of the related debt using the effective interest rate method. The amortization is reported
as a component of interest expense for the years ended December 31, 2021 and 2020.
Accumulated amortization on the debt issuance costs totaled $645,090 and $437,815 as of
December 31, 2021 and 2020, respectively. Amortization expense was $207,275 and
$172,314 for the years ended December 31, 2021 and 2020, respectively.

Bond premium of $2,941,691 is being amortized over the life of the bonds using the effective
interest rate method. The bond premium is reported as an increase of the carrying amount
of the debt and amortization is reported in a component of interest expense for the years
ended December 31, 2021 and 2020. Accumulated amortization on the bond premium
totaled $636,281 and $517,825 as of December 31, 2021 and 2020, respectively.
Amortization expense was $118,456 and $119,721 for the years ended December 31, 2021
and 2020, respectively.

Bond discount of $353,856 is being amortized over the life of the bonds using the effective
interest rate method. The bond discount is reported as a decrease of the carrying amount of
the debt and amortization is reported in a component of interest expense for the years
ended December 31, 2021 and 2020. Accumulated amortization on the bond discount
totaled $44,680 and $18,230 as of December 31, 2021 and 2020, respectively. Amortization
expense was $26,450 and $18,230 for the years ended December 31, 2021 and 2020,
respectively.
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NOTE 1

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Subsidies to Residents

The Organization provides a subsidy to certain residents, based on their income levels, to
reduce the charges for rents and services. Because the Organization does not pursue
collection of amounts determined to qualify as charitable services, they are not reported as
revenue. During the years ended December 31, 2021 and 2020, the amount of subsidies
provided to residents was approximately $385,000 and $368,000, respectively.

Gift Annuities

The gift annuities account was established for the purpose of paying beneficiary(s) a
monthly annuity for the rest of a beneficiary(s) life. When a donor establishes a gift annuity,
a lump-sum payment is received by the Organization and invested separately. The gift
annuity liability is the actuarial present value of the anticipated cash flow of annuity
payments, which is based on the actuarial life expectancy of the annuitant upon executing
agreement. The discount rates used range from 4.25% to 7%. On the date the annuity is
established, the difference between the gifted amount and the annuity liability is recorded as
revenue. Upon death of the beneficiary(s), the remaining funds revert to the Organization
and are recognized as income. The decrease in present value of the gift annuities for the
years ended December 31, 2021 and 2020 was approximately $68,000 and $62,000,
respectively.

Income Taxes

The Organization is a nonprofit corporation, exempt from federal income tax under
Section 501(c)(3) of the Internal Revenue Code. In addition, the Foundation has been
classified as an entity that is not a private foundation within the meaning of Section 509(a)
and qualifies for deductible contributions as provided in Section 170(b)(1)(A)(vi).
Accordingly, no provision has been made for income taxes in the consolidated financial
statements.

The Organization’s income tax returns are subject to review and examination by federal,
state, and local authorities. The Organization is not aware of any activities that would
jeopardize its tax-exempt status and is not aware of any activities that are subject to tax on
unrelated business income or excise or other taxes.

Resident Entrance Fees

Residents enter into an agreement (resident agreement) with the Organization upon
entering a community. Generally, entrance fee deposits are collected from residents
entering into resident agreements. The Organization offers refundable resident agreements.

Nonrefundable entrance fees are amortized to revenue over the actuarially computed life
expectancy of the residents using the straight-line method. Refundable portions of the
entrance fees are not amortized to revenue, rather the liability is recorded on the
consolidated balance sheet in resident entrance fees. Upon voluntary or involuntary
termination, all entrance fees not otherwise subject to refund under the above provisions are
retained by the Organization and recognized as income. Refunds are paid at the earlier of
reoccupancy or 120 days; however, there is an annual limit of exposure for payment of
refunds, net of new entrance fees collected, per year, per campus.
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NOTE 1

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Obligation to Provide Future Services to Current Residents

The Organization is required to accrue a liability in the consolidated financial statements to
cover future services for current residents if deferred residency fees plus future anticipated
income are not sufficient to cover these costs. Management has determined that no such
accrual is required in the accompanying consolidated financial statements.

Concentration of Credit Risk

The Organization’s cash, cash equivalents, investments, and assets limited or restricted as
to use consist of various financial instruments. These financial instruments may subject the
Organization to concentrations of risk as, from time to time, cash and investment balances
may exceed amounts insured by the Federal Deposit Insurance Corporation (FDIC) and the
Securities Investor Protection Corporation (SIPC), the fair value of debt securities are
dependent on the ability of the issuer to honor its contractual commitments, and the fair
value of investments are subject to change. Management monitors the financial condition of
these institutions on an ongoing basis and does not believe significant credit risk exists at
this time.

Concentration of credit risk results from the Organization granting credit without collateral to
its residents and patients, most of whom are local residents and may be insured under
third-party payor agreements. See Note 3 for the mix of receivables from residents and third-
party payors at December 31, 2021 and 2020.

Donated Services

No amounts have been reflected in the consolidated financial statements for donated
services. The Organization pays for most services requiring specific expertise. However,
many individuals volunteer their time and perform a variety of tasks that assist the
Organization with specific programs and various committee assignments.

Reclassifications

Amounts in the consolidated balance sheet as of December 31, 2020, and the related
consolidated statements of operations, changes in net assets, and cash flows for the year
then ended, have been reclassified to conform to the 2021 classification.
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NOTE 1

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fair Value of Financial Instruments

Fair value measurement applies to reported balances that are required or permitted to be
measured at fair value under an existing accounting standard. The Organization
emphasizes that fair value is a market-based measurement, not an entity-specific
measurement. Therefore, a fair value measurement should be determined based on the
assumptions that market participants would use in pricing the asset or liability and
establishes a fair value hierarchy. The fair value hierarchy consists of three levels of inputs
that may be used to measure fair value as follows:

Level 1 — Inputs that utilize quoted prices (unadjusted) in active markets for identical
assets or liabilities that the Organization has the ability to access.

Level 2 — Inputs that include quoted prices for similar assets and liabilities in active
markets and inputs that are observable for the asset or liability, either directly or
indirectly, for substantially the full term of the financial instrument. Fair values for these
instruments are estimated using pricing models, quoted prices of securities with similar
characteristics, or discounted cash flows.

Level 3 — Inputs that are unobservable inputs for the asset or liability, which are typically
based on an entity’s own assumptions, as there is little, if any, related market activity.

In instances where the determination of the fair value measurement is based on inputs from
different levels of the fair value hierarchy, the level in the fair value hierarchy within which
the entire fair value measurement falls is based on the lowest level input that is significant to
the fair value measurement in its entirety.

Additionally, from time to time, the Organization may be required to record at fair value other
assets on a nonrecurring basis in accordance with accounting principles generally
accepted.in the United States of America These adjustments to fair value usually result from
the application of the lower-of-cost-or-market accounting or write down of individual assets.

The Organization adopted the policy of valuing certain financial instruments at fair value.
This accounting policy allows entities the irrevocable option to elect fair value for the initial
and subsequent measurement for certain financial assets and liabilities on an instrument-by-
instrument basis. The Organization has not elected to measure any existing financial
instruments at fair value; however, it may elect to measure newly acquired financial
instruments at fair value in the future.
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NOTE 2

NOTE 3

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

LIQUIDITY AND AVAILABILITY

As of December 31, 2021 and 2020, the Organization had a working capital of $25,139,310
and $25,546,436, respectively.

Financial assets available for general expenditure, that is, without donor or other restrictions
limiting their use, within one year of the consolidated balance sheet date, comprise of
the following at December 31:

2021 2020
Cash and Cash Equivalents $ 10,472,899 $ 12,406,072
Undesignated Investments 14,881,520 13,706,365
Board-Designated Investments 12,531,154 11,375,984
Accounts Receivable, Net 5,208,870 4,872,136
Total Financial Assets $ 43,094,443 $ 42,360,557

The Organization has certain board-designated assets limited to use which are available for
general expenditure within one year in the normal course of operations. Accordingly, these
assets have been included in the qualitative information above. The Organization has other
assets limited to use for donor-restricted funds and trustee-held funds for construction in
progress and debt service purposes. These assets limited to use, which are more fully
described in Note 6 are not available for general expenditure within the next year.

As part of the Organization’s liquidity management plan, cash in excess of daily

requirements are invested in short-term investments and money market funds.

ACCOUNTS RECEIVABLE, NET

The allocation of accounts receivable balances as of December 31 was as follows:

2021 2020

Medicare $ 696,350 $ 903,081
Commercial and Other 1,176,215 856,961
Medicaid 412,590 543,758
Private 2,470,240 1,987,273
Less: Allowance for Doubtful Accounts (1,704,243) (1,139,748)

Subtotal 3,051,152 3,151,325
Property Tax Receivable 2,136,669 -
Resident Entrance Fees Receivable 4,159 1,711,219
Other Receivable 16,890 9,592

Accounts Receivable, Net $ 5,208,870 $ 4,872,136
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NOTE 4

NOTE 5

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

PLEDGES RECEIVABLE, NET

The allocation of pledges receivable balances as of December 31 was as follows:

2021 2020
Within One Year $ 250,253 $ 251,409
In One to Five Years 233,904 234,985
Over Five Years 65,991 66,296
Subtotal 550,148 552,690
Less: Allowance for Doubtful Pledges (73,292) (73,292)
Total $ 476,856 $ 479,398

RELATED PARTY RECEIVABLE

Wesley Homes made vendor payments on behalf of Wesley Homes Pierce County (see
Note 18) during the year ended December 31, 2021. The related party receivable at
December 31 consisted of the following:

2021 2020
Receivable from Joint Venture $ 2,840,424 $ -
Total Related Party Receivable $ 2,840,424 $ R

Related party revenue (expense) transactions for the years ended December 31 consisted
of the following:

2021 2020
Management Fee Revenue $ 42,422 $ -
Wellness Nurse Service Revenue 12,040 -

The related party transactions listed in the table above are recorded as other operating
revenue and resident/client services revenue in the consolidated statements of operations.

During the years ended December 31, 2021 and 2020, Wesley Homes recognized and
eliminated $4,215,913 and $4,171,031, respectively, of management fee revenues and
expenses on the consolidated statements of operations and changes in net assets.
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WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

NOTE 6 RESTRICTED AND UNRESTRICTED INVESTMENTS

At December 31, the Organization had investments in the following categories:

2021
Undesignated Assets Limited
Investments as to Use Total
Cash and Cash Equivalents $ 353,238 $ 21,915,668 $ 22,268,906
Equity Securities 6,711,372 10,907,699 17,619,071
Mutual Funds - Equities 4,094,211 6,570,384 10,664,595
Mutual Funds - Fixed Income 2,202,994 3,253,770 5,456,764
Other (ETFs and REITs) 1,286,096 2,006,035 3,292,131
Fixed Income 228,242 1,846,628 2,074,870
Accrued Interest 5,367 8,443 13,810
Total $ 14,881,520 $ 46,508,627 61,390,147
2020
Undesignated Assets Limited
Investments as to Use Total
Cash and Cash Equivalents $ 446,546 $ 25,806,666 26,253,212
Equity Securities 5,803,104 11,737,818 17,540,922
Mutual Funds - Equities 3,596,056 5,935,441 9,531,497
Mutual Funds - Fixed Income 2,049,278 3,484,188 5,533,466
Other (ETFs and REITS) 1,406,692 2,296,285 3,702,977
Fixed Income 395,462 494,913 890,375
Accrued Interest 9,227 4,555 13,782
Total $ 13,706,365 $ 49,759,866 $ 63,466,231

Net investment income from undesignated investments and assets limited as to use with
and without donor restrictions for the years ended December 31 consisted of the following:

2021 2020

Interest and Dividend Income, Net of Fees 714,100 731,855
Net Realized Gain on Sale of Investments 3,531,412 1,366,842
Net Unrealized Gain on Investments 421,167 3,538,446
Restricted Interest and Dividend Income, Net of Fees 54,477 52,099
Restricted Net Realized Gain on Sale of Investments 285,784 78,533
Restricted Net Unrealized Gain on Investments 167,109 464,850

Net Investment Income 5,174,049 6,232,625
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WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

NOTE 6 RESTRICTED AND UNRESTRICTED INVESTMENTS (CONTINUED)

The Organization is required to hold funds in various accounts based upon terms in the
Indenture, agreements, and restrictions of donors, and resident funds held in trust. In
addition, the boards of the Organization have designated funds for various purposes.
Restricted investments classified as assets limited as to use as of December 31 are as

follows:

2021 2020
Board-Designated Investments $ 12,531,154 $ 11,375,984
Donor-Restricted:
Foundation Endowment 4,409,380 3,878,796
Capital Campaigns 84,866 1,642,075
Other 5,566,140 5,551,299
Total Donor-Restricted 10,060,386 11,072,170
Gift Annuities 2,199,118 2,054,977
Total Restricted Investments 12,259,504 13,127,147
Trustee-Held Funds:
Construction Funds - Bradley Park Project - 33,263
Construction Funds - Des Moines Redevelopment - 2,514,244
Funded Interest Funds 5,140,686 4,754,180
Debt Service Funds 1,554,888 1,556,190
Debt Service Reserve Fund 14,552,911 14,586,334
Other Trustee-Held Funds 469,484 1,812,524
Total Trustee-Held Funds 21,717,969 25,256,735
Total Assets Limited as to Use $ 46,508,627 $ 49,759,866
NOTE 7 PROPERTY, BUILDINGS, AND EQUIPMENT
Property, buildings, and equipment at December 31 consisted of the following:
2021 2020
Land $ 8,237,266 $ 8,237,266
Land Improvements 953,643 953,643
Buildings and Cottages 273,105,278 268,487,680
Building Equipment and Furnishings 12,075,478 11,318,659
Vehicles 93,244 83,786
Construction in Progress - Des Moines Redevelopment 6,352,617 3,942,501
Construction in Progress - Renton Development 3,228,298 2,703,475
Construction in Progress 389,626 777,658
Subtotal 304,435,450 296,504,668
Less: Accumulated Depreciation 81,597,937 69,416,424

Property, Buildings, and Equipment, Net

(20)

$ 222,837,513

$ 227,088,244
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NOTE7 PROPERTY, BUILDINGS, AND EQUIPMENT (CONTINUED)

NOTE 8

NOTE 9

Construction in Progress

Construction in progress as of December 31, 2021, relates to the potential development of
the Organization’s Des Moines Phase Ill and Renton campuses. It also includes some open
repair projects on vacant apartments across different campuses.

Under Renton construction in progress, the Organization holds a vacant land at cost of
approximately $932,000, permits, and some architectural fees that were purchased between
2012 and 2021.

Capitalized interest for the years ended December 31, 2021 and 2020 was approximately
$-0- and $2,182,000, respectively. All other projects are routine capital improvements and
are expected to be completed in 2022 and are funded from operating cash flows.

LINE OF CREDIT

The Organization entered into a $1,000,000 revolving line of credit in January 2014. The
borrowing limit on the line of credit was increased to $2,000,000 during 2020. The line of
credit bore interest at the bank base rate plus 0.5% and is unsecured. At December 31,
2021, the interest rate was 3.75%. The line of credit was repaid in full and cancelled in 2021.

LONG-TERM DEBT

Total long-term debt outstanding as of December 31 was as follows:

Description 2021 2020
Series 2016 Lea Hill Bonds $ 48,675,000 $ 49,380,000
Series 2016 Des Moines Phase | Bonds 19,120,000 19,430,000
Series 2016 Bradley Park 64,795,000 65,660,000
Series 2018 Des Moines Phase Il Bonds 57,155,000 73,850,000
WA State Department of Commerce Forgivable Loan A 1,338,600 1,338,600
WA State Department of Commerce Forgivable Loan B 1,960,000 1,960,000
Charles Schwab Margin Loan 133,420 -
Total Long-Term Debt 193,177,020 211,618,600
Add: Unamortized Bond Premium (Discount), Net 1,996,234 2,088,240
Less: Unamortized Debt Issuance Costs (6,884,240) (7,091,515)
Carrying Amount of Long-Term Debt 188,289,014 206,615,325
Less: Current Portion 2,833,420 2,575,000

Long-Term Debt, Net of Current Portion $ 185,455,594 $ 204,040,325

(21)
140



NOTE 9

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

LONG-TERM DEBT (CONTINUED)

Lea Hill Tax-Exempt Bond Refinancing

On September 1, 2016, the Organization secured $51,360,000 of financing through the
issuance of Washington State Housing Finance Commission Nonprofit Housing Revenue
Bonds (Wesley Homes at Lea Hill Projects), Series 2016. The proceeds were used to refund
the Series 2007A bonds, the Series 2014 bonds and 2015 promissory notes. The
Organization deposited reserve funds under an escrow agreement in an amount sufficient to
pay future principal, interest, and redemption premiums on the bonds. The Series 2016
bonds were issued at a premium of $2,941,691 with financing costs of $1,143,324. The
bonds begin to mature starting July 1, 2018 and end July 1, 2051, and have interest rates
ranging from 3.2% to 5.0%. Obligations under the loan agreement are secured by a pledge
of Wesley Homes Lea Hill, LLC’s assets under a deed of trust.

Des Moines Series 2016 Bonds

On November 2, 2016, the Organization secured $25,000,000 of financing through the
issuance of Washington State Housing Finance Commission Nonprofit Housing Revenue
Bonds (Wesley Homes at Des Moines Projects), Series 2016, to finance the acquisition,
demolition, construction, and equipping of a portion of the first phase of the redevelopment
of its senior living campus. The funds can be drawn up to $25,000,000 and the Organization
had drawn $25,000,000 at December 31, 2021 and 2020. The Organization deposited
reserve funds under an escrow agreement in an amount sufficient to pay future principal,
interest, and redemption premiums on the bonds. Financing costs to issue the bonds totaled
$661,554. Obligations under the loan agreement are secured by a pledge of Wesley Homes
Des Moines, LLC’s assets under a deed of trust. The bonds consist of Series 2016A (long-
term fixed rate), 2016B (long-term adjustable rate) and 2016C (short-term fixed, or Entrance
Fee) bonds. Subject to the optional and mandatory redemption provisions, the Series 2016A
bonds shall mature on (i) July 1, 2026 with respect to $1,290,000 principal amount thereof,
(i) July 1, 2036 with respect to $2,525,000 principal amount thereof and (iii) July 1, 2049
with respect to $6,190,000 principal amount thereof; the Series 2016B Bonds shall mature
on July 1, 2049, and the Series 2016C bonds shall mature on July 1, 2021. Interest rates on
the Series 2016 bonds range from 4.72% to 5.75%.

Bradley Park Series 2016 Bonds

On December 8, 2016, the Organization secured $83,030,000 of financing through the
issuance of Washington State Housing Finance Commission Nonprofit Housing Revenue
Bonds (Wesley Homes at Bradley Park Projects), Series 2016, to finance the acquisition
construction and equipping of a portion of the first phase of a retirement community. The
funds can be drawn up to $83,030,000 and the Organization had drawn $83,030,000 at
December 31, 2021 and 2020. The Organization deposited reserve funds under an escrow
agreement in an amount sufficient to pay future principal, interest, and redemption
premiums on the bonds. Financing costs to issue the bonds totaled $2,446,931. Obligations
under the loan agreement are secured by a pledge of Wesley Homes Bradley Park, LLC’s
assets under a deed of trust.
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NOTE9 LONG-TERM DEBT (CONTINUED)

Bradley Park Series 2016 Bonds (Continued)

The bonds consist of Series 2016A (long-term fixed rate), 2016B (long-term adjustable rate)
and 2016C (short-term fixed, or Entrance Fee) bonds. Subject to the optional and
mandatory redemption provisions, the Series 2016A Bonds shall mature on (i) July 1, 2026
with respect to $2,970,000 principal amount thereof, (ii) July 1, 2036 with respect to
$6,410,000 principal amount thereof, and (iii) July 1, 2049 with respect to $17,530,000
principal amount thereof; the Series 2016B bonds shall mature on July 1, 2046, and the
Series 2016C bonds shall mature on July 1, 2021. Interest rates on the Series 2016 bonds
range from 5.91% to 6.94%. During the years ended December 31, 2021 and 2020, the
Organization redeemed $-0- of the $2,370,000 Series 2016C. The Series C bonds were
redeemed in full as of December 31, 2020.

Des Moines Series 2018 Bonds

On August 23, 2018, the Organization secured $84,100,000 of financing through the
issuance of Washington State Housing Finance Commission Nonprofit Housing Revenue
Bonds (Wesley Homes at Des Moines Projects), Series 2018, to finance the acquisition,
demolition, construction, and equipping of a portion of the second phase of the
redevelopment of its senior living campus. The funds can be drawn up to $84,100,000 and
the Organization had drawn $83,850,000 at December 31, 2021. The Organization
deposited reserve funds under an escrow agreement in an amount sufficient to pay future
principal, interest, and redemption premiums on the bonds. Financing costs to issue the
bonds totaled $1,682,755. Obligations under the loan agreement are secured by a pledge of
Wesley Homes Des Moines, LLC’s assets under a deed of trust. The bonds consist of
Series 2018A (long-term fixed rate), 2018B (long-term adjustable rate) and 2018C (short-
term fixed, or Entrance Fee) bonds. Subject to the optional and mandatory redemption
provisions, the Series 2018A bonds shall mature on (i) July 1, 2033 with respect to $410,000
principal amount thereof, (ii) July 1, 2038 with respect to $255,000 principal amount thereof
and (iii) July 1, 2051 with respect to $1,135,000 principal amount thereof; the Series 2018B
Bonds shall mature on July 1, 2051, and the Series 2018C bonds shall mature on July 1,
2025. Interest rates on the Series 2018 bonds range from 5.71% to 6%. As of December 31,
2021 $935,000 of principal remains outstanding on the Series 2018C bonds. During the
years ended December 31, 2021 and 2020, the Organization redeemed $16,000,000 of the
$10,000,000 Series 2018C bonds.

Washington State Department of Commerce Forgivable Loan A

On February 26, 2018, Wesley Homes Bradley Park entered into a grant resulting in a loan
with the Washington State Department of Commerce in the amount of $1,338,600 as of
December 31, 2021 and 2020. The loan bears an interest rate equivalent to the state of
Washington general obligation bonds. The amount of the loan plus contingent interest may
be payable if, before 10 years of the last payment date have passed, the property is sold or
ceases to be used as a senior living facility. The note is secured by a Deed of Trust.
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LONG-TERM DEBT (CONTINUED)

Washington State Department of Commerce Forgivable Loan B

On July 20, 2020, Wesley Homes Des Moines entered into a grant resulting in a loan with
the Washington State Department of Commerce in the amount of $1,960,000 as of
December 31, 2021 and 2020. The loan bears an interest rate equivalent to the state of
Washington general obligation bonds. The amount of the loan plus contingent interest may
be payable if, before 10 years of the last payment date have passed, the property is sold or
ceases to be used as a senior living facility. The note is secured by a Deed of Trust.

Charles Schwab Margin Loan

On May 28, 2021, Wesley Homes Des Moines entered into a margin loan with Charles
Schwab. Wesley Homes Des Moines had $8,008,165 of funds available to draw under the
margin loan as of December 31, 2021. The interest rate on the margin loan was 1.25% as of
December 31, 2021. The amount outstanding on the margin loan was $133,320 as of
December 31, 2021.

Maturities for the bonds are as follows:

Year Ending December 31, Amount
2022 $ 2,833,420
2023 2,855,000
2024 2,970,000
2025 5,025,000
2026 3,295,000
Thereafter 176,198,600
Total $ 193,177,020

Restrictive Covenants

The provisions of the bond indentures contain various financial covenants. Management
believes the Organization was in compliance with debt covenants as of December 31, 2021.

RESIDENT ENTRANCE FEES

As of December 31, resident entrance fees consisted of the following:

2021 2020
Refundable Entrance Fees $ 71,104,802 $ 57,655,854
Deferred Revenue from Nonrefundable Resident
Entrance Fees 5,927,618 8,287,452
Resident-Funded Improvements, Net of Amortization 516,316 601,333
Resident Entrance Fees $ 77,548,736 $ 66,544,639
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NOTE 11 NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are available for the following purposes at December 31:

2021 2020
Net Assets with Temporary Donor Restrictions:
Des Moines Circle of Concern and Earnings from
Endowment Investment for Circle of Concern $ 2,236,709 $ 1,945,188
Capital Campaigns 2,928,851 4,447,308
Lea Hill Circle of Concern 673,131 547,937
Other 1,865,570 1,699,331
Subtotal 7,704,261 8,639,764
Net Assets with Perpetual Donor Restrictions:
Grace Wilson Endowment Fund 1,500,000 1,500,000
Circle of Concern Endowment Funds 888,548 624,127
Fred and Arlene Brandes Endowment Fund 100,000 100,000
Other 185,721 181,259
Subtotal 2,674,269 2,405,386
Total $ 10,378,530 $ 11,045,150

Interpretation of Relevant Law

The Organization has interpreted the Washington Uniform Prudent Management of
Institutional Funds Act (WUPMIFA) as requiring the preservation of the fair value of the
original gift as of the gift date of the donor-restricted endowment funds absent explicit donor
stipulations to the contrary. As a result of this interpretation, the Organization classifies as
net assets with permanent donor restrictions (a) the original value of gifts donated to the
permanent endowment, (b)the original value of subsequent gifts to the permanent
endowment, and (c) accumulations to the permanent endowment made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added to
the fund. The remaining portion of the donor-restricted endowment fund that is not classified
as endowments with donor restrictions, is classified as endowment without donor restrictions
until those amounts are appropriated for expenditure by the Organization in a manner
consistent with the standard of prudence prescribed by WUPMIFA.

Investment Policies and Objectives

The Organization has adopted investment policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while
seeking to maintain the purchasing power of the endowment assets.

Endowment assets include those assets of a donor-restricted fund that the Organization
must hold in perpetuity or for a donor-specified period(s). Under this policy, as approved by
the boards of Wesley Homes and Wesley Homes Foundation, the endowment assets are
invested in a manner that is intended to produce results that exceed the price and yield
results of the Consumer Price Index (CPIl), while assuming a moderate level of
investment risk.
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NET ASSETS WITH DONOR RESTRICTIONS (CONTINUED)

Changes in endowment net assets are as follows for the years ended December 31:

2021
Assets Without Assets With
Donor Restrictions Donor Restrictions Total
Endowment Net Assets -

Beginning of Year $ 5,839,007 $ 2,405,386 $ 8,244,393
Investments Income 633,602 506,594 1,140,196
Contributions - 268,883 268,883
Transfer 506,594 (506,594) -
Endowment Net Assets -

End of Year $ 6,979,203 $ 2,674,269 $ 9,653,472

2020
Assets Without Assets With
Donor Restrictions Donor Restrictions Total
Endowment Net Assets -

Beginning of Year $ 4,575,716 $ 2,420,450 $ 6,996,166
Investments Income 668,734 576,568 1,245,302
Contributions - 2,925 2,925
Transfer 594,557 (594,557) -
Endowment Net Assets -

End of Year $ 5,839,007 $ 2,405,386 $ 8,244,393

To satisfy its long-term rate-of-return objectives, the Organization relies on a total return
strategy in which investment returns are achieved through both capital appreciation (realized
and unrealized) and current yield (interest and dividends). The Organization targets a
diversified asset allocation that places a greater emphasis on equity-based investments to
achieve its long-term return objectives within prudent risk constraints.

The Organization’s endowments consist of seven individual funds established for a variety
of purposes. Its endowments are donor-restricted endowment funds. The named
endowment funds generally benefit resident benevolence. As required by accounting
principles generally accepted in the United States of America net assets associated with
endowment funds are classified and reported based on the existence or absence of donor-
imposed restrictions.

PENSION PLAN

The Organization has a defined contribution plan (the Plan) for all eligible employees.
Employees of the Organization are eligible to participate in the Plan upon the date of hire.
The only requirement to receive employer contributions is that the employee must be at
least 18 years of age. Participants are vested immediately in their contributions plus actual
earnings thereon. For the Organization’s portion of the contributions, the Plan follows a five-
year vesting schedule. The Organization contributes a dollar for dollar match up to 4% of a
participant’'s contribution. The Organization contributed approximately $580,000 and
$585,000 to the Plan for the years ended December 31, 2021 and 2020, respectively.
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NOTE 13 RESIDENT/CLIENT SERVICES REVENUE

Resident/client services revenue is reported at the amount that reflects the consideration to
which the Organization expects to be entitled in exchange for providing resident/client
services care. These amounts are due from residents, third-party payors (including health
insurers and government programs) and include variable consideration for retroactive
revenue adjustments due to settlement of audits, reviews, and investigations. Generally, the
Organization bills the residents and third-party payors several days after the services are
performed. Revenue is recognized as performance obligations are satisfied. For the years
ended December 31, 2021 and 2020, approximately 28% and 29%, respectively, of
resident/client services revenue was derived under federal and state third-party
reimbursement programs.

Performance obligations are determined based on the nature of the services provided by the
Organization. Revenue for performance obligations satisfied over time is recognized based
on actual charges incurred in relation to total expected (or actual) charges. The Organization
believes that 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.
Generally, performance obligations satisfied over time relate to residents or clients in the
facility receiving health care services or housing residents receiving services in the facility.
The Organization considers daily services provided to residents of the skilled nursing facility,
and monthly rental for housing services as a separate performance obligation and measures
this on a monthly basis, or upon move-out within the month, whichever is shorter.
Nonrefundable entrance fees are considered to contain a material right associated with
access to future services, which is the related performance obligation. Revenue from
nonrefundable entrance fees is recognized ratably in future periods covering a resident’s life
expectancy using a time-based measurement.

Revenue for performance obligations satisfied at a point in time is generally recognized
when goods are provided to the residents and customers in a retail setting (for example, gift
shop, salon, transportation, and cafeteria meals) and the Organization does not believe it is
required to provide additional goods or services related to that sale.

The Organization determines the transaction price based on standard charges for goods
and services provided, reduced by contractual adjustments provided to third-party payors,
discounts provided to uninsured patients in accordance with the Organization’s policy and/or
implicit price concessions provided to residents. The Organization determines its estimates
of contractual adjustments based on contractual agreements, its policies, and historical
experience. The Organization determines its estimate of implicit price concessions based on
its historical collection experience.
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NOTE 13 RESIDENT/CLIENT SERVICES REVENUE (CONTINUED)

The Organization recognizes the majority of its revenues over a period of time from its
payors based on fees for services performed. Agreements with third-party payors typically
provide for payments at amounts less than established charges. A summary of the payment
arrangements with major third-party payors follows:

Medicare

The licensed nursing facility participates in the Medicare program. This federal program
is administered by the Centers for Medicare and Medicaid Services (CMS). The nursing
facility is paid under the Medicare Prospective Payment System (PPS) for residents who
are Medicare Part A eligible and meet the coverage guidelines for skilled nursing facility
services. The PPS is a per diem price-based system. Annual cost reports are required to
be submitted to the designated Medicare Administrative Contractor; however, they do
not contain a cost settlement. Effective October 1, 2019, the Medicare Reimbursement
System underwent a significant change in methodology and implemented a patient
driven payment model (PDPM). PDPM payment system operates similar to PPS in that
patients are assigned standard rates of payment for their specific needs.

Nursing facilities licensed for participation in the Medicare and Medical Assistance
programs are subject to annual licensure renewal. If it is determined that a nursing
facility is not in substantial compliance with the requirements of participation, CMS may
impose sanctions and penalties during the period of noncompliance. Such a payment
ban would have a negative impact on the revenues of the licensed nursing facility.

Medicaid

The skilled nursing facilities participate in the Medicaid program administered by the
Washington State Department of Social and Health Services. The department sets
prospective Medicaid payment rates for nursing facility services provided to medical care
recipients. Nursing facility rates are facility specific, meaning each facility receives an
individual rate based on their costs. Each rate represents a nursing facility’s maximum
compensation for one resident day of care provided a medical care recipient determined
by the department to both require and be eligible to receive nursing facility care. In
setting rates, the department will use the greater of actual days from the cost report
period on which the rate is based or days calculated at minimum occupancy. The
average payment rate for the cost report year shall not exceed the contractor's average
customary charges to the general public for the services covered by the payment rate for
the same time period.

Other

Payment agreements with certain commercial insurance carriers, health maintenance
organizations, and preferred provider organizations provide for payment using
prospectively determined daily rates.
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NOTE 13 RESIDENT/CLIENT SERVICES REVENUE (CONTINUED)

Settlements with third-party payors for retroactive adjustments due to audits, reviews, or
investigations are considered variable consideration and are included in the determination of
the estimated transaction price for providing patient care. These settlements are estimated
based on the terms of the payment agreement with the payor, correspondence from the
payor, and the Organization’s historical settlement activity, including an assessment to
ensure that it is probable that a significant reversal in the amount of cumulative revenue
recognized will not occur when the uncertainty associated with the retroactive adjustment is
subsequently resolved. Estimated settlements are adjusted in future periods as adjustments
become known (that is, new information becomes available), or as years are settled or are
no longer subject to such audits, reviews, and investigations. Adjustments arising from a
change in an implicit price concession impacting transaction price, were not significant in
2021 or 2020.

Generally, residents who are covered by third-party payors are responsible for related
deductibles and coinsurance, which vary in amount. The Organization estimates the
transaction price for residents with deductibles and coinsurance based on historical
experience and current market conditions. The initial estimate of the transaction price is
determined by reducing the standard charge by any contractual adjustments, discounts, and
implicit price concessions. Subsequent charges to the estimate of the transaction price are
generally recorded as adjustments to resident and client services revenue in the period of
the change. Additional revenue recognized due to changes in its estimates of implicit price
concessions, discounts, and contractual adjustments were not considered material for the
years ended December 31, 2021 or 2020. Subsequent changes that are determined to be
the result of an adverse change in the resident’s ability to pay are recorded as provision for
uncollectible accounts and were not considered material for the years ended December 31,
2021 or 2020.

The Organization has determined that the nature, amount, timing, and uncertainty of
revenue and cash flows are affected by the following factors: payors, geography, service
lines, method of reimbursement, and timing of when revenue is recognized. Tables
providing details of these factors are presented below.

The composition of service fees and resident revenue by service line for the years ended
December 31 consisted of the following:

2021 2020
Skilled Nursing Facility $ 20,013,778 $ 21,542,170
Independent and Assisted Living 32,496,253 24,283,909
Home Care 7,308,065 6,012,039
Memory Care 1,482,097 2,192,260
Hospice 1,882,572 1,357,775
Total Resident/Client Services Revenue $ 63,182,765 $ 55,388,153
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The composition of service fees and resident revenue by primary payor for the years ended
December 31 consisted of the following:

2021 2020
Private $ 43,181,872 $ 36,926,421
Medicare 10,247,398 8,692,952
Medicaid 7,377,646 7,539,770
Medicare Advantage 823,958 556,471
Other 1,551,891 1,672,539
Total $ 63,182,765 $ 55,388,153

Revenue from resident and patient deductibles and coinsurance are included in the
categories presented above based on the primary payor.

Financing Component

The Organization has elected the practical expedient allowed under FASB ASC 606-10-32-
18 and does not adjust the promised amount of consideration from residents and third-party
payors for the effects of a significant financing component due to the Organization’s
expectation that the period between the time the service is provided to a resident and the
time that the resident or a third-party payor pays for that service will be one year or less.
However, the Organization does, in certain instances, enter into payment agreements with
residents that allow payments in excess of one year. For those cases, the financing
component is not deemed to be significant to the contract.

Contract Costs

The Organization has applied the practical expedient provided by FASB ASC 340-40-25-4
and all incremental customer contract acquisition costs are expensed as they are incurred
as the amortization period of the asset that the Organization otherwise would have
recognized is one year or less in duration.
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OTHER OPERATING REVENUE

Other operating revenue for the years ended December 31 consisted of the following:

2021 2020

Paycheck Protection Program Loan Forgiveness $ 5,305,652 $ -
IBNR Liability Release 702,576 -
Provider Relief Funds 27,764 2,014,000
Parking 122,773 82,342
Activity Center 94,608 144,304
Food 89,018 88,135
Application Fees 63,760 191,021
Guest Rooms 48,685 30,930
Housekeeping 14,177 14,386
Storage 11,296 10,364
Apartment Deposits 7,000 12,500
Other 176,051 117,152

Total Other Operating Revenue $ 6,663,360 $ 2,705,134

COMMITMENTS AND CONTINGENCIES

Industry Requlations

The health care industry is subject to numerous laws and regulations of federal, state, and
local governments. These laws and regulations include, but are not necessarily limited to,
matters such as licensure, accreditations, and government health care program participation
requirements, reimbursement for patient services, and Medicare and Medicaid fraud and
abuse. Government activity continues with respect to investigations and allegations
concerning possible violations of fraud and abuse statutes and regulations by health care
providers. Violations of these laws and regulations could result in expulsion from
government health care programs, together with the imposition of significant fines and
penalties, as well as significant repayments for patient services previously billed.
Management believes that the Organization is in compliance with fraud and abuse, as well

as other applicable government laws and regulations.
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COMMITMENTS AND CONTINGENCIES (CONTINUED)

Industry Regulations (Continued)

While no regulatory inquiries have been made, compliance with such laws and regulations
can be subject to future government review and interpretation, as well as regulatory actions
known or unasserted at this time.

Medical Malpractice Insurance

The Organization maintains medical malpractice insurance coverage through “claims made”
type policies for the benefit of its clinical employees and the Organization. Should the
“claims made” policies not be renewed or replaced with equivalent insurance, claims related
to occurrences during their terms, but reported subsequent to their termination, may be
uninsured.

Accounting principles generally accepted in the United States of America require that a
health care facility disclose the estimated costs of malpractice claims in the period of the
incident of malpractice, if it is reasonably possible that liabilities may be incurred and losses
can be reasonably estimated.

Management is unable to reasonably estimate the range of future costs, if any, on
unasserted medical malpractice claims arising from incidents in current and prior periods.

The Organization may be involved from time to time in legal actions relating to the
ownership and operations of its properties. In management’s opinion, the liabilities, if any,
that may ultimately result from such legal actions are not expected to have a material
adverse effect on the consolidated financial position, results of operations, or cash flows of
the Organization.

FAIR VALUE MEASUREMENTS

The Organization uses fair value measurements to record fair value adjustments to certain
assets and liabilities and to determine fair value disclosures. For additional information on
how the Organization measures fair value, refer to Note 1 — Summary of Significant
Accounting Policies.
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DECEMBER 31, 2021 AND 2020

NOTE 16 FAIR VALUE MEASUREMENTS (CONTINUED)
The following methods were used to estimate the fair value of assets and liabilities.

Cash and Cash Equivalents
The carrying amount approximates fair value.

Assets Limited as to Use and Undesignated Investments

The fair values of the assets limited as to use and undesignated investments are estimated
based on quoted market prices for those or similar investments.

The following tables present the fair value hierarchy for the balances of the assets and
liabilities of the Organization measured at fair value on a recurring basis as of December 31:

2021
Level 1 Level 2 Level 3 Total
Cash and Cash Equivalents $ 22,282,716 $ - $ - $ 22,282,716
Equity Securities 17,619,071 - - 17,619,071
Mutual Funds - Equities 10,664,595 - - 10,664,595
Mutual Funds - Fixed Income 5,456,764 - - 5,456,764
Other (ETFs and REITs) 3,292,131 - - 3,292,131
Fixed Income Funds 2,074,870 - - 2,074,870
Total $ 61,390,147 $ - $ - $ 61,390,147
2020
Level 1 Level 2 Level 3 Total
Cash and Cash Equivalents $ 26,266,994 $ - $ - $ 26,266,994
Equity Securities 17,540,922 - - 17,540,922
Mutual Funds - Equities 9,531,497 - - 9,531,497
Mutual Funds - Fixed Income 5,533,466 - - 5,533,466
Other (ETFs and REITs) 3,702,977 - - 3,702,977
Fixed Income Funds 890,375 - - 890,375
Total $ 63,466,231 $ - $ - $ 63,466,231

Trading Securities

Trading securities are recorded at fair value on a recurring basis. Fair value measurement is
based upon quoted prices, if available. If quoted prices are not available, fair values are
measured using independent pricing models or other model-based valuation techniques
such as the present value of future cash flows, adjusted for the security’s credit rating,
prepayment assumptions, and other factors such as credit loss assumptions. Securities
valued using Level 1 inputs include those traded on an active exchange, such as the New
York Stock Exchange, as well as U.S. treasury and other U.S. government and agency
mortgage-backed securities, private collateralized mortgage obligations, municipal bonds,
mutual funds, and corporate debt securities that are traded by dealers or brokers in active
over-the-counter markets.
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NOTE 17

NOTE 18

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

FUNCTIONAL EXPENSES

The consolidated financial statements report certain expense categories that are attributable
to more than one program service or support function. Therefore, these expenses require an
allocation on a reasonable basis that is consistently applied. Cost not directly attributable to
a function including depreciation, interest and other occupancy costs are allocated to a
function based total expense attributable to a function.

Functional expenses consisted of the following for the years ended December 31:

2021
Locations Support Services
Retirement Community General and
Communities Health Foundation Renton Fundraising Administrative Total

Salaries and Benefits $22,099,966 $ 5,216,091 $ - $ - $ 611,206 $ 2,787,238  $ 30,714,501
Purchased Services 6,283,714 2,556,867 - 1,518 42,994 294,664 9,179,757
Supplies 4,007,328 184,055 - - 2,806 21,750 4,215,939
Depreciation 12,105,912 292 - - - 75,301 12,181,505
Interest 10,873,570 - - - - - 10,873,570
Rental and Leases 117,549 5,435 - - 3,150 215,287 341,421
Insurance 867,630 43,196 - - 2,541 15,021 928,388
Other 3,639,900 288,897 264,707 7,860 39,536 235,223 4,476,123

Total $59,995569 $ 8294833 $ 264,707 $ 9,378 § 702,233 $ 3,644,484 $72,911,204

2020
Locations Support Services
Retirement Community General and
Communities Health Foundation Renton Fundraising Administrative Total

Salaries and Benefits $22,969,010 $ 5,084,163 $ - $ - $ 616,229 $ 2,748,267  $ 31,417,669
Purchased Services 4,495,213 1,693,705 - - 26,500 288,962 6,504,380
Supplies 3,931,330 159,021 - - 4,211 24,575 4,119,137
Depreciation 9,826,515 292 - - - 111,772 9,938,579
Interest 9,394,407 - - - - - 9,394,407
Rental and Leases 110,651 5,018 - - 2,978 97,644 216,291
Insurance 715,621 29,470 - - 1,664 9,243 755,998
Other 3,654,921 251,676 2,223,284 1,092 38,520 374,005 6,543,498

Total $55,097,668 $ 7,223,345 $ 2223284 $ 1,092  $§ 690,102 $ 3,654,468 $ 68,889,959
JOINT VENTURE

Wesley Homes Pierce County, LLC (Wesley Homes Bonney Lake) is a Washington
nonprofit tax-exempt organization formed by Wesley Homes on January 3, 2018. The
purpose of Wesley Homes Bonney Lake is to form a joint venture with Presbyterian Homes
and Services (PHS) and to jointly develop and operate a retirement community in Bonney
Lake, Washington. Wesley Homes transferred net assets of Wesley Homes Bonney Lake to
the Bonney Lake Joint Venture on July 31, 2019.

Bonney Lake Joint Venture has two members, each of which has a 50% membership
interest in the joint venture. The members are Wesley Homes and Presbyterian Homes and
Services (PHS). PHS is a Minnesota nonprofit corporation described in Section 501(c)(3) of
the Internal Revenue Code.

(34)
153



WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

NOTE 18 JOINT VENTURE (CONTINUED)

Bonney Lake Joint Venture’s sole purpose is to own and operate a comprehensive senior
campus in Bonney Lake, Washington that provides residential housing and related services
to seniors. Bonney Lake Joint Venture was formed to develop a retirement community
consisting of 32 brownstone independent living units, 136 independent living apartments, 42
assisted living units, and 18 memory care units, together with a “town center” amenity of
approximately 24,000 square feet, which will include a lobby, dining areas, library, theater,
and fitness facilities. Construction was completed and operations began in 2021.

Wesley Homes has an investment in joint venture of $5,205,000 at December 31, 2021 and
2020, related to the Bonney Lake Joint Venture. Wesley Homes is using the cost method of
accounting for its investment in the joint venture.

Debt Guarantee

In July 2019, Wesley Homes Bonney Lake secured $98,700,000 of financing through the
issuance of Washington State Housing Finance Commission Nonprofit Housing Revenue
Bonds, Series 2019 (Series 2019 Bonds), to finance the acquisition of land, construction,
and equipping of the Project.

As part of the Series 2019 bonds the Organization entered into an agreement to guarantee
the payment of 8% of the maximum aggregate principal amount of the Series 2019 Bonds
(Support Agreement). The Support Agreement will terminate upon achievement of certain
financial performance targets. As of December 31, 2021 the Support Agreement had not yet
been terminated.

Management Agreement

In July of 2019 the Organization entered into an affiliate management agreement with
Wesley Homes Bonney Lake. Under the terms of the agreement Wesley Homes Bonney
Lake is managed by the Organization and PHS as co-managers. The agreement has a ten-
year term with automatic renewals for an additional five-year period unless a written notice
of termination or written request to review is delivered by any party to the other parties no
less than one year in advance of the expiration date of the term. As co-managers the
Wesley Homes Bonney Lake will pay a management fee to both the Organization and PHS
of 2.5% of gross revenues. Under the agreement the Wesley Homes Bonney Lake will
receive the following management support services, employee relationship and human
resources, finance and accounting management, marketing and occupancy management,
operations support, health care management services, information technology, physical
plant and legal services.

For the years ending December 31, 2021 and 2020 the Organization earned management
fees of $42,422 and $-0-, respectively.

Due from Wesley Homes Bonney Lake
In addition to the and management service agreement the Organization provides various
general, administrative, and marketing services to Wesley Homes Bonney Lake.

Amounts due from Wesley Homes Bonney Lake as of December 31, 2021 and 2020 are
$1,420,212 and $104,926, respectively.
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NOTE 19

NOTE 20

WESLEY HOMES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

PROVIDER RELIEF FUNDS

As part of the Organization’s response to the COVID-19 pandemic, it received payments
from the CARES Act Provider Relief Fund (PRF). The PRF is administered by the U.S.
Department of Health and Human Services. The Organization received approximately
$2,014,000, during the fiscal year ended December 31, 2020. The PRF are included in other
income on the consolidated statements of operations for the year ended December 31,
2020. The PRF have terms and conditions that the Organization is required to follow, and
the use of these funds are subject to audit. Included in the PRF terms and conditions is a
potential for repayment of these funds if they are not fully used in line with the terms and
conditions. Management believes the amounts have been recognized appropriately for the
year ended December 31, 2021.

SUBSEQUENT EVENTS

Subsequent events are events or transactions that occur after the consolidated balance
sheet date but before the consolidated financial statements are available to be issued. The
Organization recognizes in the consolidated financial statements the effects of all
subsequent events that provide additional evidence about conditions that existed at the date
of the consolidated balance sheet, including the estimates inherent in the process of
preparing the consolidated financial statements. The Organization’s consolidated financial
statements do not recognize subsequent events that provide evidence about conditions that
did not exist at the date of the consolidated balance sheet but arose after the consolidated
balance sheet date and before consolidated financial statements are available to be issued.

The board of directors and management have evaluated subsequent events through
April 8, 2022, the date the consolidated financial statements were available to be issued.
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CliftonLarsonAllen LLP
~ A CLAconnect.com

INDEPENDENT AUDITORS’ REPORT ON
SUPPLEMENTARY INFORMATION

Board of Trustees
Wesley Homes and Subsidiaries
Des Moines, Washington

We have audited the consolidated financial statements of Wesley Homes and Subsidiaries as of and for
the years ended December 31, 2021 and 2020, and have issued our report thereon dated
April 8, 2022, which contained an unmodified opinion on those consolidated financial statements. Our
audits were performed for the purpose of forming an opinion on the consolidated financial statements
as a whole. The supplementary information in the accompanying pages is presented for the purposes
of additional analysis and is 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 underlying accounting and other records used to prepare the consolidated
financial statements or to the consolidated financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the information is fairly stated in all material respects in relation to the consolidated
financial statements as a whole.

Wmﬁéa L7

CliftonLarsonAllen LLP

Bellevue, Washington
April 8, 2022

A member of

@ Nexia

International
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ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Current Portion of Assets Limited as to Use
Undesignated Investments
Accounts Receivable, Net
Current Portion of Pledges Receivable
Other Current Assets
Related Party Receivable (Payable)
Total Current Assets

ASSETS LIMITED AS TO USE
Board-Designated Investments
Restricted Investments
Trustee-Held Funds
Total Assets Limited as to Use
Less: Current Portion of Assets Limited as to Use
Noncurrent Assets Limited as to Use

PROPERTY, BUILDINGS, AND EQUIPMENT, Net

OTHER ASSETS
Investment in Joint Venture
Related Party Receivable
Pledges Receivable, Net of Current Portion
Total Other Assets

Total Assets

WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATING BALANCE SHEET

Wesley Homes

Wesley Homes

DECEMBER 31, 2021
(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes Des Moines Lea Hill CHS Foundation Renton Bradley Park Eliminations Total
$ - 8 3,215379 $ 2,261,181 §$ 2,189 $ 896,629 $ 1,742,173 $ 2,355348 $ - 8 10,472,899
- 2,677,328 1,807,258 - 1,462,531 - 2,466,368 - 8,413,485
- 6,035,369 4,371,844 - 4,474,307 - - - 14,881,520
208,046 1,100,128 616,528 1,452,346 67,685 - 2,132,667 (368,530) 5,208,870
- - - - 250,253 - - - 250,253
408,651 85,187 53,268 (182) 6,190 - 31,001 - 584,115
(8,247,930) 3,790,619 9,838,655 172,595 (1,397,754) (1,399,787) (2,756,398) - -
(7,631,233) 16,904,010 18,948,734 1,626,948 5,759,841 342,386 4,228,986 (368,530) 39,811,142
- 11,135,135 - - 1,396,019 - - - 12,531,154
- - - - 12,259,504 - - - 12,259,504
210,250 8,129,639 4,954,750 - - - 8,423,330 - 21,717,969
210,250 19,264,774 4,954,750 - 13,655,523 - 8,423,330 - 46,508,627
- 2,677,328 1,807,258 - 1,462,531 - 2,466,368 - 8,413,485
210,250 16,587,446 3,147,492 - 12,192,992 - 5,956,962 - 38,095,142
179,100 107,385,202 40,627,847 7,932 - 4,160,306 70,503,262 (26,136) 222,837,513
5,205,000 - - - - - - - 5,205,000
2,686,168 46,661 23,607 - - - 83,988 - 2,840,424
- - - - 226,603 - - - 226,603
7,891,168 46,661 23,607 - 226,603 - 83,988 - 8,272,027
$ 649,285 $ 140,923,319 § 62747680 $ 1634880 $ 18179436 $ 4502692 $ 80,773,198 § (394,666) _$ 309,015,824
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LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable
Construction Accounts Payable
Accrued Salaries and Related Benefits
Accrued Interest
Funds Held for Residents
Line of Credit
Current Portion of Gift Annuities
Current Portion of Resident Entrance Fees
Current Portion of Long-Term Debt

Total Current Liabilities

LONG-TERM DEBT, Net

OTHER NONCURRENT LIABILITIES
Gift Annuities
Resident Entrance Fees
Total Other Noncurrent Liabilities

Total Liabilities
NET ASSETS
Net Assets Without Donor Restrictions
Net Assets With Donor Restrictions

Total Net Assets

Total Liabilities and Net Assets

WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATING BALANCE SHEET (CONTINUED)

Wesley Homes

Wesley Homes

DECEMBER 31, 2021
(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes Des Moines Lea Hill CHS Foundation Renton Bradley Park Eliminations Total
$ 215,060 $ 643,843 $ 436,803 $ 211,937 $ 28,626 $ - 8 276,930 $ (69,605) 1,743,594
339,638 1,147,451 351,887 485,093 63,696 21,621 119,785 - 2,529,171
- 2,027,241 1,192,375 - - - 1,959,243 - 5,178,859
144,500 257,727 324,100 - - - 246,535 - 972,862
- - - - 121,739 - - - 121,739
- 489,346 566,324 - - - 236,517 - 1,292,187
- 1,198,420 725,000 - - - 910,000 - 2,833,420
699,198 5,764,028 3,596,489 697,030 214,061 21,621 3,749,010 (69,605) 14,671,832
78 73,370,766 49,284,725 - - - 62,800,025 - 185,455,594
- - - - 584,058 - - - 584,058
- 43,298,188 15,897,759 - - - 17,359,527 (298,925) 76,256,549
- 43,298,188 15,897,759 - 584,058 - 17,359,527 (298,925) 76,840,607
699,276 122,432,982 68,778,973 697,030 798,119 21,621 83,908,562 (368,530) 276,968,033
(49,991) 18,490,337 (6,031,293) 937,850 7,002,787 4,481,071 (3,135,364) (26,136) 21,669,261
- - - - 10,378,530 - - - 10,378,530
(49,991) 18,490,337 (6,031,293) 937,850 17,381,317 4,481,071 (3,135,364) (26,136) 32,047,791
$ 649,285 $ 140923319 § 62,747,680 $ 1634880 $ 18179436 $ 4,502,692 _$ 80,773,198 _§ (394,666) 309,015,824
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ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Current Portion of Assets Limited as to Use
Undesignated Investments
Accounts Receivable, Net
Current Portion of Pledges Receivable
Other Current Assets
Related Party Receivable (Payable)
Total Current Assets

ASSETS LIMITED AS TO USE
Board-Designated Investments
Restricted Investments
Trustee-Held Funds
Total Assets Limited as to Use
Less: Current Portion of Assets Limited as to Use
Noncurrent Assets Limited as to Use

PROPERTY, BUILDINGS, AND EQUIPMENT, Net

OTHER ASSETS
Investment in Joint Venture
Pledges Receivable, Net of Current Portion
Total Other Assets

Total Assets

WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATING BALANCE SHEET

DECEMBER 31, 2020
(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes Des Moines Lea Hill CHS Foundation Renton Bradley Park Eliminations Total
$ - $ 7,809,121 $ 867,150 $ 262,373 $ 140,070 $ 50,750 $ 3,276,608 $ - $ 12,406,072
- 6,556,052 1,745,550 - 1,528,325 - 2,181,842 - 12,011,769
- 5,629,009 4,322,183 - 3,755,173 - - - 13,706,365
(16,304) 1,787,872 996,364 963,851 - - 1,455,442 (315,089) 4,872,136
- - - - 251,409 - - - 251,409
409,801 114,434 73,552 5,499 11,308 - 43,672 - 658,266
(4,184,321) 1,406,463 8,182,276 (730,975) (1,321,510) 865,786 (4,217,719) - -
(3,790,824) 23,302,951 16,187,075 500,748 4,364,775 916,536 2,739,845 (315,089) 43,906,017
- 9,976,020 - - 1,399,964 - - - 11,375,984
- - - - 13,127,147 - - - 13,127,147
182,750 12,042,051 4,893,130 - - - 8,138,804 - 25,256,735
182,750 22,018,071 4,893,130 - 14,527,111 - 8,138,804 - 49,759,866
- 6,556,052 1,745,550 - 1,528,325 - 2,181,842 - 12,011,769
182,750 15,462,019 3,147,580 - 12,998,786 - 5,956,962 - 37,748,097
236,907 107,293,758 41,934,961 8,224 - 3,635,485 74,005,045 (26,136) 227,088,244
5,205,000 - - - - - - - 5,205,000
- - - - 227,989 - - - 227,989
5,205,000 - - - 227,989 - - - 5,432,989
$ 1,833,833 $ 146,058,728 $ 61,269,616 _$ 508,972 $ 17,591,550 § 4,552,021 $ 82,701,852 §$ (341,225) _$ 314,175,347
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LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable
Construction Accounts Payable
Accrued Salaries and Related Benefits
Accrued Interest
Funds Held for Residents
Line of Credit
Current Portion of Gift Annuities
Current Portion of Resident Entrance Fees
Current Portion of Long-Term Debt

Total Current Liabilities

LONG-TERM DEBT, Net

OTHER NONCURRENT LIABILITIES
Gift Annuities
Resident Entrance Fees
Total Other Noncurrent Liabilities

Total Liabilities
NET ASSETS
Net Assets Without Donor Restrictions
Net Assets With Donor Restrictions

Total Net Assets

Total Liabilities and Net Assets

WESLEY HOMES AND SUBSIDIARIES

Wesley Homes

DECEMBER 31, 2020
(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

Wesley Homes

Wesley Homes

Wesley Homes

CONSOLIDATING BALANCE SHEET (CONTINUED)

Wesley Homes

Wesley Homes

Wesley Homes Des Moines Lea Hill CHS Foundation Renton Bradley Park Eliminations Total
$ 255461 $§ 1,286,476 $ 418,015 $ 210,060 §$ 42,080 $ -3 135,118  $ (89,999) $ 2,257,211
- 98,200 41,955 - - 61,572 7,573 - 209,300
1,135,325 1,409,523 477,537 541,120 69,424 - 143,350 - 3,776,279
- 2,480,058 1,203,655 - - - 1,984,810 - 5,668,523
116,000 164,141 86,000 - - - 211,535 - 577,676
377,000 530,000 - - - - 372,000 - 1,279,000
- - - - 122,000 - - - 122,000
- 486,362 520,303 - - - 887,927 - 1,894,592
- 1,005,000 705,000 - - - 865,000 - 2,575,000
1,883,786 7,459,760 3,452,465 751,180 233,504 61,572 4,607,313 (89,999) 18,359,581
38 90,298,321 50,095,335 - - - 63,646,631 - 204,040,325
- - - - 555,000 - - - 555,000
- 33,063,281 15,534,728 - - - 16,277,128 (225,090) 64,650,047
- 33,063,281 15,534,728 - 555,000 - 16,277,128 (225,090) 65,205,047
1,883,824 130,821,362 69,082,528 751,180 788,504 61,572 84,531,072 (315,089) 287,604,953
(49,991) 15,237,366 (7,812,912) (242,208) 5,757,896 4,490,449 (1,829,220) (26,136) 15,525,244
- - - - 11,045,150 - - - 11,045,150
(49,991) 15,237,366 (7,812,912) (242,208) 16,803,046 4,490,449 (1,829,220) (26,136) 26,570,394
$ 1,833,833 _$ 146,058,728 $ 61269616 _$ 508972 $ 17,591,550 $ 4,552,021 _$ 82,701,852 § (341,225) _$ 314,175,347
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WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATING STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS

YEAR ENDED DECEMBER 31, 2021

(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes Des Moines Lea Hill CHS Foundation Renton Bradley Park Eliminations Total
OPERATING REVENUES
Resident/Client Services Revenue $ - $ 29893912 § 15212,290 $ 8,979,983 § -8 - $ 9825586 $ (729,006) $ 63,182,765
Amortization of Resident Entrance Fees - 1,111,031 5,733 - - - 32,977 - 1,149,741
Other Operating Revenue - 3,921,403 1,350,350 1,090,004 - - 301,603 - 6,663,360
Gain on Sale of Land - - - - - - - - -
Net Assets Released from Restrictions - - - - 162,525 - - - 162,525
Total Operating Revenues - 34,926,346 16,568,373 10,069,987 162,525 - 10,160,166 (729,006) 71,158,391
OPERATING EXPENSES
Salaries and Wages 2,380,868 11,958,543 4,459,731 4,448,373 525,663 - 1,874,868 - 25,648,046
Payroll Taxes and Employee Benefits 406,370 2,571,854 856,778 767,718 85,543 - 378,192 - 5,066,455
Depreciation 75,301 6,331,645 2,019,027 292 - - 3,755,240 - 12,181,505
Supplies 21,750 2,499,020 908,629 184,055 2,806 - 599,679 - 4,215,939
Contract Services and Labor 666,657 2,745,697 2,661,782 2,546,905 524 - 823,431 (571,429) 8,873,567
Interest - 4,539,044 2,310,313 - - - 4,024,213 - 10,873,570
Utilities and Maintenance 9,233 1,387,811 685,806 18,483 1,532 - 442,662 - 2,545,527
Professional Services 199,436 47,038 5,247 9,962 42,470 1,518 519 - 306,190
Insurance 15,021 581,545 181,025 43,196 2,541 - 105,060 - 928,388
Leases and Rentals 215,287 74,155 38,471 5,435 3,150 - 4,923 - 341,421
Licenses, Dues, and Taxes 86,411 201,434 102,435 64,626 2,853 7,860 29,462 - 495,081
Marketing 121,974 118,874 48,423 59,346 28,212 - 125,135 - 501,964
Resident and Community Programs - 70,587 6,105 - 264,707 - 5,150 (157,577) 188,972
Other 17,605 300,340 140,437 146,442 6,939 - 132,816 - 744,579
Management Fees (4,215,913) 2,045,759 983,022 595,096 - - 592,036 - -
Total Operating Expenses - 35,473,346 15,407,231 8,889,929 966,940 9,378 12,893,386 (729,006) 72,911,204
OPERATING INCOME (LOSS) - (547,000) 1,161,142 1,180,058 (804,415) (9,378) (2,733,220) - (1,752,813)
OTHER INCOME (EXPENSE)
Net Investment Income - 2,156,848 620,477 - 1,784,357 - 104,997 - 4,666,679
Contributions, Gifts, and Bequests - - - - 333,522 - - - 333,522
Change in Fair Value of Charitable Gift Annuity - - - - (68,190) - - - (68,190)
Other Nonoperating Income (Expense) - (171,752) - - (383) - - - (172,135)
Total Other Income - 1,985,096 620,477 - 2,049,306 - 104,997 - 4,759,876
EXCESS (DEFICIT) OF REVENUES OVER EXPENSES - 1,438,096 1,781,619 1,180,058 1,244,891 (9,378) (2,628,223) - 3,007,063
Net Assets Released from Restrictions for Capital - 1,814,875 - - - - 1,322,079 - 3,136,954
CHANGES IN NET ASSETS WITHOUT DONOR RESTRICTIONS - 3,252,971 1,781,619 1,180,058 1,244,891 (9,378) (1,306,144) - 6,144,017
Net Assets Without Donor Restrictions - Beginning of Year (49,991) 15,237,366 (7,812,912) (242,208) 5,757,896 4,490,449 (1,829,220) (26,136) 15,525,244
NET ASSETS WITHOUT DONOR RESTRICTIONS - END OF YEAR $ (49991) _$ 18490337 _$ (6,031.293) _$ 937,850 _$ 7,002,787 _$ 4481071 _$ (3.135364) _$ (26,136) _$ 21669,261
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NET ASSETS WITH DONOR RESTRICTIONS

OTHER SUPPORT (EXPENDITURES)
Net Assets Released from Restrictions for Capital
Net Assets Released from Restrictions for Operations
Transfers Between Affilaites for Capital
Contributions, Gifts, and Bequests
Interest and Dividend Income
Net Realized Gain on Sale of Investments
Net Unrealized Gain on Investments

CHANGE IN NET ASSETS WITH DONOR RESTRICTIONS

Net Assets With Donor Restrictions - Beginning of Year

NET ASSETS WITH DONOR RESTRICTIONS - END OF YEAR

WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATING STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS (CONTINUED)

YEAR ENDED DECEMBER 31, 2021

(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

Wesley Homes Wesley Homes Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes

Wesley Homes Des Moines Lea Hill CHS Foundation Renton Bradley Park Eliminations Total
$ - $§ (1,814875) § -8 - 8 -8 - % (1,322,079) $ $ (3,136,954)
- - - (162,525) - - (162,525)
- 1,814,875 - - (3,136,954) - 1,322,079 -
- - 2,125,489 - 2,125,489
B - 54,477 - 54,477
- - 285,784 - 285,784
- - 167,109 - 167,109
- - (666,620) - - (666,620)
; - - 11,045,150 - - 11,045,150
$ $ $ $ - $ 10378530 _$ -8 $ $ 10,378,530
(43)
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WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATING STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS

YEAR ENDED DECEMBER 31, 2020
(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

Wesley Homes Wesley Homes Wesley Homes  Wesley Homes Wesley Homes Wesley Homes

Wesley Homes Des Moines Lea Hill CHS Foundation Renton Bradley Park Eliminations Total
OPERATING REVENUES
Resident/Client Services Revenue, Net $ - $ 25,437,633 $ 14,728,003 $ 7,214,686 $ - $ - $ 8,527,919 $ (520,088) $ 55,388,153
Amortization of Resident Entrance Fees - 1,369,542 14,871 - - - 31,970 - 1,416,383
Other Operating Revenue - 1,801,480 607,538 208,994 - - 87,122 - 2,705,134
Gain on Sale of Land - - - - - 3,132,294 - - 3,132,294
Net Assets Released from Restrictions - - - - 113,045 - - - 113,045
Total Operating Revenues - 28,608,655 15,350,412 7,423,680 113,045 3,132,294 8,647,011 (520,088) 62,755,009
OPERATING EXPENSES
Salaries and Wages 2,322,737 12,664,255 4,502,427 4,287,891 529,443 - 1,698,747 - 26,005,500
Payroll Taxes and Employee Benefits 425,530 2,816,508 923,871 796,272 86,786 - 363,202 - 5,412,169
Depreciation 111,772 4,098,679 2,000,139 292 - - 3,727,697 - 9,938,579
Supplies 24,575 2,381,396 979,030 159,021 4,211 - 570,904 - 4,119,137
Contract Services and Labor 652,778 1,906,046 1,949,535 1,665,597 477 - 550,980 (516,563) 6,208,850
Interest - 2,911,058 2,331,452 - - - 4,151,897 - 9,394,407
Utilities and Maintenance 9,491 1,362,911 592,185 14,023 997 217 425,231 - 2,405,055
Professional Services 152,747 74,912 12,449 28,108 26,023 - 1,291 - 295,530
Insurance 9,243 471,112 166,596 29,470 1,664 - 77,913 - 755,998
Leases and Rentals 97,644 67,725 38,557 5,018 2,978 - 4,369 - 216,291
Licenses, Dues, and Taxes 86,486 209,361 93,592 78,588 4,786 875 52,655 - 526,343
Marketing 115,926 120,743 42,215 40,066 28,142 - 106,388 - 453,480
Resident and Community Programs - 36,824 5,747 - 2,223,284 - 3,029 - 2,268,884
Other 162,102 298,230 143,460 118,999 4,595 - 162,350 - 889,736
Management Fees (4,171,031) 2,214,268 978,189 453,000 - - 525,574 - -
Total Operating Expenses - 31,634,028 14,759,444 7,676,345 2,913,386 1,092 12,422,227 (516,563) 68,889,959
OPERATING INCOME (LOSS) - (3,025,373) 590,968 (252,665) (2,800,341) 3,131,202 (3,775,216) (3,525) (6,134,950)
OTHER INCOME (EXPENSE)
Net Investment Income - 2,505,102 812,668 - 2,213,504 - 105,869 - 5,637,143
Contributions, Gifts, and Bequests - - - - 235,134 - - - 235,134
Change in Fair Value of Charitable Gift Annuity - - - - (61,256) - - - (61,256)
Other Nonoperating Income (Expense) - (1,254,615) 40,710 - - - - - (1,213,905)
Total Other Income - 1,250,487 853,378 - 2,387,382 - 105,869 - 4,597,116
EXCESS (DEFICIT) OF REVENUES OVER EXPENSES - (1,774,886) 1,444,346 (252,665) (412,959) 3,131,202 (3,669,347) (3,525) (1,537,834)
Net Assets Released from Restrictions for Capital - - - - 2,207,777 - - - 2,207,777
Equity Transfer - 172,475 - - (176,000) - - 3,525 -
CHANGES IN NET ASSETS WITHOUT DONOR RESTRICTIONS - (1,602,411) 1,444,346 (252,665) 1,618,818 3,131,202 (3,669,347) - 669,943
Net Assets Without Donor Restrictions - Beginning of Year (49,991) 16,839,777 (9,257,258) 10,457 4,139,078 1,359,247 1,840,127 (26,136) 14,855,301
NET ASSETS (DEFICIT) WITHOUT DONOR RESTRICTIONS -
END OF YEAR $ (49,991) _$ 15,237,366 $ (7,812912) § (242,208) $ 5,757,896 $ 4,490,449 $  (1,829,220) $ (26,136) $ 15,525,244
(44)
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WESLEY HOMES AND SUBSIDIARIES
CONSOLIDATING STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS (CONTINUED)

YEAR ENDED DECEMBER 31, 2020
(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

Wesley Homes Wesley Homes Wesley Homes  Wesley Homes Wesley Homes Wesley Homes

Wesley Homes Des Moines Lea Hill CHS Foundation Renton Bradley Park Eliminations Total
NET ASSETS WITH DONOR RESTRICTIONS
OTHER SUPPORT (EXPENDITURES)
Net Assets Released from Restrictions for Capital $ -3 -3 - $ - $ (2207,777) $ - 8 - 8 - $ (2,207,777)
Net Assets Released from Restrictions for Operations - - - - (113,045) - - - (113,045)
Contributions, Gifts, and Bequests - - - - 3,353,053 - - - 3,353,053
Interest and Dividend Income - - - - 52,099 - - - 52,099
Net Realized Gain on Sale of Investments - - - - 78,533 - - - 78,533
Net Unrealized Loss on Investments - - - - 464,850 - - - 464,850
CHANGE IN NET ASSETS WITH DONOR RESTRICTIONS - - - - 1,627,713 - - - 1,627,713
Net Assets With Donor Restrictions - Beginning of Year - - - - 9,417,437 - - - 9,417,437
NET ASSETS WITH DONOR RESTRICTIONS - END OF YEAR $ - $ - $ - $ - $ 11,045,150 $ - $ - $ - $ 11,045,150
(43)
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