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Report of Independent Auditors
To the Board of Directors
MonteCedro, Inc.

Report on the Financial Statements
We have audited the accompanying financial statements of MonteCedro, Inc., which comprise the
statements of financial position as of June 30, 2021 and 2020, and the related statements of operations,
changes in net assets, and cash flows for the years then ended, and the related notes to the financial
statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of MonteCedro, Inc. as of June 30, 2021 and 2020, and the results of its operations and
its cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Irvine, California
October 19, 2021
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MonteCedro, Inc.

Statements of Financial Position
ASSETS
CURRENT ASSETS
Cash and cash equivalents
Investments, short-term
Accounts receivable, net
Inventories
Prepaid expenses and other current assets
Assets limited as to use, required for current liabilities

2021
$

Total current assets

$

889,061
9,784,872
282,611
103,961
286,041
748,561
12,095,107

137,266,067

141,430,217

39,380,879
3,358,829
82,751
208,001

28,560,471
3,357,562
82,614
136,596

43,030,460

32,137,243

$ 188,943,317

$ 185,662,567

OTHER ASSETS
Investments, long-term
Assets limited as to use, net of current portion
Other assets
Interest in related parties' net assets
Total other assets

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable and accrued expenses
$
Accrued compensation, payroll taxes, and benefits
Interest payable
Entrance fee refunds upon reoccupancy payable
Other current liabilities
Deferred revenue
Due to related parties
Current portion of long-term debt
Total current liabilities

2,664,046
4,381,229
267,644
112,341
165,780
1,055,750

2020

8,646,790

PROPERTY AND EQUIPMENT, NET

Total assets

June 30,

1,071,412
570,503
418,086
12,069,577
326,775
258,664
329,720
1,168,307

$

510,979
489,477
283,685
4,394,369
292,635
307,524
88,752
1,136,528

16,213,044

7,503,949

108,166,010
8,134,539
42,011,740
250,000

114,289,148
9,270,597
44,604,618
245,000

Total other liabilities

158,562,289

168,409,363

Total liabilities

174,775,333

175,913,312

14,003,334
164,650

9,644,090
105,165

14,167,984

9,749,255

$ 188,943,317

$ 185,662,567

OTHER LIABILITIES
Liability for refundable and repayable entrance fees
Deferred revenue from entrance fees
Long-term debt, net of current maturities
Deposits

NET ASSETS
Without donor restriction
With donor restriction
Total net assets
Total liabilities and net assets

See accompanying notes.
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MonteCedro, Inc.

Statements of Operations

CHANGE IN NET ASSETS WITHOUT DONOR RESTRICTION
Revenues and gains
Resident care fees, net
$
Ancillary services
Amortization of entrance fees
Service revenue
Investment return, net
Miscellaneous income
Total revenues and gains without donor restriction
OPERATING EXPENSES
Administrative services
Nursing services
Dining services
Environmental services
Interest expense and other financing costs
Residential services
COVID-19 direct expenses (Note 14)
Other
Amortization of deferred costs
Total operating expenses before depreciation
OPERATING INCOME BEFORE DEPRECIATION
Depreciation
Total operating income (loss)
OTHER (EXPENSE) INCOME
Paycheck Protection Program Loan forgiveness
Change in obligation to provide future services
and the use of facilities
Loss on disposal of property and equipment

3

13,613,283
620,369
2,207,047
1,968,228
7,676,066
440,707

$

19,591,651

3,990,394
4,059,545
2,744,416
2,629,007
2,096,739
991,049
784,784
604,643
87,057

3,815,488
3,400,484
2,875,738
2,371,305
1,995,252
1,001,005
659,679
353,202
87,057

17,987,634

16,559,210

8,538,066

3,032,441

5,155,354

5,151,743

3,382,712

(2,119,302)
-

(3,957)

2,271,207
(8,015)

1,091,861
$

14,173,531
759,368
1,827,012
1,672,010
1,037,851
121,879

26,525,700

1,095,818

Total other (expense) income, net
Excess of revenue over expenses

Years Ended June 30,
2021
2020

4,474,573

2,263,192
$

143,890

See accompanying notes.

MonteCedro, Inc.

Statements of Changes in Net Assets

CHANGE IN NET ASSETS WITHOUT DONOR RESTRICTION
Excess of revenue over expenses
$
Change in interest in related parties' net assets
Transfer of net assets to related parties, net
Total change in net assets without donor restriction

Years Ended June 30,
2021
2020
4,474,573
27,098
(142,427)

$

4,359,244

143,890
61,728
(167,261)
38,357

CHANGE IN NET ASSETS WITH DONOR RESTRICTION
Change in interest in related parties' net assets
Transfer of net assets from related parties, net

55,637
3,848

(22,179)
16,606

Total change in net assets with donor restriction

59,485

(5,573)

CHANGE IN NET ASSETS

4,418,729

32,784

NET ASSETS, beginning of year

9,749,255

9,716,471

NET ASSETS, end of year

See accompanying notes.

$

14,167,984

$

9,749,255
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MonteCedro, Inc.

Statements of Cash Flows

OPERATING ACTIVITIES
Cash received
Resident care fees
Entrance fees
Investment income
Service revenue
Other
Cash disbursed
Cash paid to employees and suppliers
Interest

Years Ended June 30,
2021
2020
$

Net cash provided by operating activities
INVESTING ACTIVITIES
Purchase of property and equipment
Purchase of investments
Proceeds from sale of investments
Investment income reinvested
Net cash provided by (used in) investing activities

14,345,663
9,523,674
7,676,066
1,968,228
440,707

Net cash used in financing activities

(14,578,218)
(2,166,825)

9,959,503

10,438,460

(991,204)
2,308,359
(1,210,394)

(1,534,475)
(4,418,993)
(1,099,185)

1,095,818
(925,000)
(4,371,143)
(167,261)
61,334

(7,982,823)

(4,306,252)

2,083,441

CASH AND CASH EQUIVALENTS AND RESTRICTED
CASH AND CASH EQUIVALENTS, beginning of year

4,995,184
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(7,052,653)

(955,000)
(6,900,615)
(140,912)
13,704

NET CHANGE IN CASH AND CASH EQUIVALENTS
AND RESTRICTED CASH AND CASH EQUIVALENTS

$

15,046,683
9,305,080
1,037,851
1,672,010
121,879

(21,860,985)
(2,133,850)

106,761

FINANCING ACTIVITIES
Proceeds from Paycheck Protection Program Loan
Payment of long-term debt
Refunds of entrance fees
Transfer to related party
Distributions from related parties

CASH AND CASH EQUIVALENTS AND RESTRICTED
CASH AND CASH EQUIVALENTS, end of year

$

7,078,625

(920,445)
5,915,629
$

4,995,184

See accompanying notes.

MonteCedro, Inc.

Statements of Cash Flows (Continued)

RECONCILIATION OF CHANGE IN NET ASSETS TO NET
CASH PROVIDED BY OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile the change in net assets
to net cash provided by operating activities
Amortization of entrance fees
Amortization of premium
Amortization of financing costs
Depreciation expense
Realized and unrealized gains on investments, net
Change in obligation to provide future services
and the use of facilities
Forgiveness of Paycheck Protection Program loan
Interest in related parties' net assets
(Increase) decrease in
Accounts receivable
Inventories
Prepaid expenses and other current assets
Other assets
Increase (decrease) in
Accounts payable and accrued expenses
Accrued compensation, payroll taxes, and benefits
Interest payable
Other current liabilities
Deferred revenue
Due to related parties
Deposits from residents
Deferred revenue from entrance fees and liability
for refundable and repayable entrance fees

Years Ended June 30,
2021
2020
$

Total adjustments
Net cash provided by operating activities

$

4,418,729

$

32,784

(2,207,047)
(178,284)
87,057
5,155,354
(6,514,730)

(1,827,012)
(183,868)
87,057
5,151,743
(32,158)

(1,095,818)
69,507

(2,271,207)
172,416

14,967
(8,380)
120,261
(137)

31,687
(36,240)
(198,995)
4,132

141,379
81,026
134,401
34,140
(48,860)
227,264
5,000

65,287
114,086
11,097
45,698
(45,593)
(52,534)
65,000

9,523,674

9,305,080

5,540,774

10,405,676

9,959,503

$

10,438,460

SUPPLEMENTAL SCHEDULE OF NON-CASH INVESTING AND FINANCING ACTIVITIES
Financing costs accrued but not paid

See accompanying notes.

$

419,054

$

-
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MonteCedro, Inc.

Notes to Financial Statements
Note 1 – Organization and Nature of Activities
MonteCedro, Inc. (“MCINC”) operates housing specially designed for older adults, with arrangements for
residents’ health care and financial security, and otherwise to promote the interests and serve the needs
of older adults, provided that such activities are consistent with its exempt purposes. MCINC operates a
Life Plan Community in Altadena, California (“MonteCedro”) consisting of residential and assisted living.
MCINC is organized as a nonprofit corporation under the general nonprofit corporation laws of the state of
California. MonteCedro opened on December 16, 2015.
MCINC is an affiliate organization of Episcopal Communities & Services for Seniors (“ECS”). ECS owns
and operates Life Plan Communities known as The Canterbury in Rancho Palos Verdes, California, and
The Covington in Aliso Viejo, California, which provide residential, assisted living, and skilled nursing
facilities.
ECS also owns and operates:
•

ECS Management, LLC (“ECSLLC”) – ECSLLC was created to provide administrative, programmatic,
and other forms of support to ECS and any of its subsidiaries and affiliated organizations.

•

Episcopal Communities & Services Foundation (“ECSF”) (formerly Sophie Miller Foundation
(“SMF”)) – ECSF is a supporting organization created to enhance the fundraising efforts of ECS and
to oversee the investment and distribution of its restricted and unrestricted donor funds. On July 8,
2019, the name of SMF was changed to Episcopal Communities & Services Foundation. On July 1,
2021, ECSF curtailed fundraising efforts and transitioned to solely a funds management role
overseeing the investment and distribution of restricted and unrestricted donor funds. Simultaneously,
the ECS Community Advancement Office was launched supporting fundraising at ECS communities.

•

Creative Housing & Services, LLC (“CHS LLC”) – CHS LLC is a single-member LLC with ECS as its
sole member. CHS LLC provides development, management, and consulting services to affordable
senior, disabled, and low-income housing facilities.

•

Creative Housing & Services (“CHS”), a California nonprofit corporation, provides development,
management, and consulting services to affordable senior, disabled, and low-income housing
facilities. On October 17, 2018, CHS entered into an asset transfer agreement with Creative Housing
& Services (“CHS LLC”). CHS transferred substantially all of its assets relating to programs and
activities that support the management of affordable housing facilities.

•

Twelve Oaks Foundation (“TOF”) dba Twelve Oaks Senior Living (“TO”), is a California nonprofit
corporation. On January 12, 2021, ECS closed its affiliation with TOF and became the sole corporate
member of TOF. TOF owns and operates a senior living facility, TOSL, in Glendale, California, that
offers independent living and assisted living.
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MonteCedro, Inc.

Notes to Financial Statements
Note 2 – Summary of Significant Accounting Policies
Basis of presentation – The accompanying financial statements have been prepared on the accrual
basis of accounting in accordance with accounting principles generally accepted in the United States of
America (U.S. GAAP). The accrual basis of accounting recognizes revenues in the accounting period in
which revenues are earned regardless of when cash is received and recognizes expenses in the
accounting period in which expenses are incurred regardless of when cash is disbursed. Based on the
existence or absence of donor-imposed restrictions, MCINC classifies resources into two categories:
without donor restrictions and with donor restrictions.
Net assets without donor restriction – Net assets that are not subject to donor-imposed restrictions and
may be expended for any purpose in performing the primary objectives of MCINC. These net assets may
be used at the discretion of MCINC’s management and Board of Directors.
Net assets with donor restriction – Represent contributions that are limited in use by MCINC in
accordance with donor-imposed stipulations. Some donor-imposed restrictions are temporary in nature,
such as those that will be met by the passage of time or other events specified by the donor. Other
donor-imposed restrictions are perpetual in nature, where the donor stipulates that resources be
maintained in perpetuity. Donor-imposed restrictions are released when a restriction expires; that is, when
the stipulated time has elapsed, when the stipulated purpose for which the resource was restricted has
been fulfilled, or both.
Expiration of donor-imposed restrictions – Net assets are released from restrictions by incurring expenses
satisfying the restricted purposes and by occurrence of events specified by the donors, including the
passage of time. Donor restrictions on long-lived assets or cash to construct or acquire long-lived assets
are considered to have expired when the assets are placed in service or expenditures exceed the amount
of the gift.
Investments – Investments in equity securities with readily determinable fair values and all investments
in debt securities are measured at fair value in the statements of financial position. Fair value is
established based on quoted prices from recognized securities exchanges. Net investment return
(including realized and unrealized gains and losses on investments, interest, dividends, and investment
expenses) is included in changes in net assets without donor restrictions unless the income (loss) is
restricted by donor or law.
Assets limited as to use – Assets limited as to use consist of cash, cash equivalents, and investments
that are limited by the 2014 bond indenture for the development of the MonteCedro facility, debt service,
and wait list deposits. Amounts required for payment of current liabilities are classified as current assets.
Inventories – Inventories as of June 30, 2021 and 2020, primarily consist of dining supplies and are
reflected in the statements of financial position at cost, which does not exceed net realizable value.
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MonteCedro, Inc.

Notes to Financial Statements
Note 2 – Summary of Significant Accounting Policies (continued)
Cash and cash equivalents – For purposes of reporting cash flows, MCINC considers all highly liquid
investments purchased with a maturity of three months or less to be cash equivalents. MCINC maintains
its cash in bank deposit accounts, which may exceed federally insured limits. MCINC has not experienced
any losses in such accounts and believes it is not exposed to any significant credit risk on cash. As of
June 30, 2021, cash balances held at one bank exceeded federally insured limits by approximately
$2,408,000.
The following table provides a reconciliation of cash and cash equivalents and restricted cash and cash
equivalents reported within the accompanying statements of financial position to the accompanying
statements of cash flows as of June 30, 2021 and 2020:
2021
Cash and cash equivalents
Restricted cash and cash equivalents,
included in assets limited as to use
Cash and cash equivalents and restricted cash and cash
equivalents as reported in statements of cash flows

$

2,664,046

2020
$

4,414,579
$

7,078,625

889,061
4,106,123

$

4,995,184

Assets limited as to use – Assets limited as to use consist of cash, cash equivalents, and investments
that are limited by the 2014 bond indenture for the development of the MonteCedro facility, debt service,
and wait list deposits. Amounts required for payment of current liabilities are classified as current assets.
Investments – Investments in equity securities with readily determinable fair values and all investments
in debt securities are measured at fair value in the statements of financial position. Fair value is
established based on quoted prices from recognized securities exchanges. Net investment return
(including realized and unrealized gains and losses on investments, interest, dividends, and investment
expenses) is included in changes in net assets without donor restrictions unless the income (loss) is
restricted by donor or law.
Property and equipment – The costs of property and equipment are depreciated using the straight-line
method over their estimated useful lives. Costs of additions, renewals, and betterments are capitalized,
while maintenance and repairs are expensed when incurred. Acquisitions of $1,500 or more with a useful
life greater than one year are capitalized. Donated fixed assets are recorded at their fair value at the date
of donation. Construction in progress consists of costs incurred on construction projects that have not
been completed. Interest cost incurred during the period of construction of capital assets is capitalized as
a component of the cost of constructing those assets, net of investment income on unspent proceeds of
tax-exempt borrowings restricted for use in construction.
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MonteCedro, Inc.

Notes to Financial Statements
Note 2 – Summary of Significant Accounting Policies (continued)
Depreciation begins when related assets are placed in service. Estimated useful lives are as follows:
Land improvements
Buildings and improvements
Furnishings and equipment (including capitalized computer
hardware and software)

5–25 years
5–40 years
3–20 years

Capitalized financing costs – Capitalized financing costs represent costs incurred in obtaining long-term
financing and are amortized over the respective terms of the related obligations using the interest
method. Such costs are presented as a component of long-term debt in accordance with Accounting
Standards Codification (ASC) Topic 835. Amortization expense is included as a component of interest
expense.
Impairment of long-lived assets – MCINC reviews long-lived assets for impairment when events or
changes in business conditions indicate that their carrying value may not be recoverable. MCINC
considers assets to be impaired and writes them down to fair value if expected associated cash flows are
less than the carrying amounts. MCINC has determined that no long-lived assets are impaired as of
June 30, 2021.
Interest in related parties’ net assets – MCINC recognizes its rights to assets held by a recipient
organization. Such rights are recognized as an asset, unless the donor has explicitly granted the recipient
organization variance power, which is the unilateral power to redirect the use of the assets. Those rights
represent an interest in the net assets of the recipient organization. MCINC accounts for its interest in the
net assets of related parties in a manner similar to the equity method. Changes in interest are included in
the change in net assets. Transfers of assets between the related parties and MCINC are recognized as
increases or decreases in the interest.
Obligation to provide future services and the use of the facilities – MCINC is required to calculate
the present value of the estimated net cost of future services to be provided to current continuing care
residents, and, to the extent this amount exceeds the balance of unamortized deferred revenue, monthly
maintenance fees, and other contractually committed revenue, a liability would be recorded for the
obligation to provide future services. MCINC used a 5% discount rate as of June 30, 2021 and 2020. The
change in the obligation during a year would be reported as a change in obligation to provide future
services in the statements of operations. No such liability was necessary as of June 30, 2021 and 2020.
As of June 30, 2021, the estimated amounts received or to be received from current continuing care
residents did not exceed the estimated costs of providing future services and use of facilities to those
residents. MCINC recognized a reduction in the obligation of approximately $0 and $2,271,000 for the
years ended June 30, 2021 and 2020, respectively. For the year ended June 30, 2020, the reduction in
the obligation was primarily due to an increase in the present value of future cash flows as the
MonteCedro reaches stabilized occupancy.
The California Health and Safety Code Section 1790 mandates a statutory reserve and a liquid asset
requirement. The mandates were met for the years ended June 30, 2021 and 2020.
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MonteCedro, Inc.

Notes to Financial Statements
Note 2 – Summary of Significant Accounting Policies (continued)
Fair value of financial instruments – MCINC’s financial statements include the following financial
instruments: cash and cash equivalents, accounts receivable, accounts payable, accrued liabilities,
obligation to provide future services and the use of facilities, and long-term debt. MCINC believes that the
carrying amounts of current assets and liabilities in the statements of financial position approximate the
fair values of these financial instruments due to the relatively short period of time between origination of
the instruments and their expected realization. The fair values of investments and assets limited as to use
are disclosed in Note 7.
Revenue recognition – MonteCedro’s revenue streams are as follows:
Resident care fees and ancillary services revenue – Resident care fees and ancillary service revenue are
reported at the amount that reflects the consideration to which MCINC expects to be entitled to in
exchange for the services provided. Under MCINC’s resident services agreement, MCINC provides senior
living services to residents for a stated monthly fee. MCINC recognizes revenue for senior living services
under the residential services agreement for independent living and assisted living in accordance with the
provision of ASC 842, Leases (ASC 842).
Resident services – Resident services revenue is primarily derived from providing accommodations and
services to residents under a continuing care contract for residential care, assisted living, and memory
care. MonteCedro has determined that the services included in the monthly fee have the same timing and
pattern of transfer and are a series of distinct services that are considered one performance obligation
which is satisfied over time. Therefore, service fees are billed monthly and are recognized as
performance obligations are provided. The transaction price is based on standard charges for goods and
services provided.
Revenue from nonrefundable entrance fees received is recognized on a straight-line basis over the
actuarially based estimated life of each resident, which approximates the period of time the goods and
services under the agreements are expected to be transferred to residents.
MCINC disaggregates revenue from contracts with customers by type of service and payor source as this
depicts the nature, amount, timing, and uncertainty of its revenue and cash flows as affected by payors
and economic factors.
Resident revenues consist of the following for the year ended June 30, 2021:

Residential Care
Private pay

11

$

14,418,243

Memory Care
$

1,783,637

Total
$

16,201,880

MonteCedro, Inc.

Notes to Financial Statements
Note 2 – Summary of Significant Accounting Policies (continued)
Resident revenues consist of the following for the year ended June 30, 2020:

Memory Care

Residential Care
Private pay

$

14,364,469

$

2,240,440

Total
$

16,604,909

Amortization of entrance fees – As of June 30, 2021 and 2020, approximately $120,236,000 and
$118,684,000 was contractually refundable or repayable, respectively. These balances represent the
amounts due to residents, if all were to cancel their contracts as of June 30, 2021 and 2020, based on
MCINC’s refund and repayment policy. The contractually refundable or repayable amount is included in
deferred revenue from entrance fees and liability for refundable and repayable entrance fees in the
accompanying statements of financial position. See Note 6 for changes in the deferred entrance fee
revenue for the years ended June 30, 2021 and 2020. The performance obligation is satisfied upon
termination of the residency agreement.
Entrance fees and financial arrangements – MCINC offers payment options under a care and
residence agreement (75% or 90% Reoccupancy Benefit Options), which requires payment of (1) an
entrance fee upon admission ranging from $426,000 to $1,682,000 and (2) a monthly care fee.
The entrance fee is refundable or repayable if the resident leaves MCINC as follows:
1. During the first 90 days, the entrance fee paid by the resident is refunded in full.
2. If the resident’s tenancy terminates subsequent to the first 90 days, the resident will receive a
reoccupancy benefit equal to 75% or 90% (depending on the contract) of the paid entrance fees
within 14 calendar days after the resident’s accommodation unit is re-let to a new continuing care
resident who has executed a care and residence agreement and paid the then-applicable entrance
fee for the same unit in full.
Under the 75% or 90% Reoccupancy Benefit contract agreements, MCINC amortizes 25% or 10% of the
entrance fee over the resident’s expected life, respectively. A liability is recognized (liability for refundable
and repayable entrance fees) for the remaining 75% or 90%.
Income taxes – MCINC is organized as a nonprofit corporation under the general nonprofit corporation
laws of the state of California and is exempt from federal income taxation under Internal Revenue Code
(IRC) section 501(c)(3). MCINC is classified as a supporting organization under IRC section 509(a)(3).
Nonprofit organizations are generally not liable for taxes on income; therefore, no provision is made for
such taxes in the financial statements, in accordance with U.S. GAAP.
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MonteCedro, Inc.

Notes to Financial Statements
Note 2 – Summary of Significant Accounting Policies (continued)
MCINC considers many factors when evaluating and estimating its tax positions and benefits, which may
require periodic adjustments and which may not accurately anticipate actual outcomes. MCINC evaluates
its uncertain tax positions using the provisions in conformity with U.S. GAAP. These standards require
management to perform an evaluation of all income tax positions taken or expected to be taken in the
course of preparing MCINC’s tax returns. Management believes the tax positions taken more-likely-thannot will be sustained under examination by the applicable tax authorities. Examples of tax positions
include the tax-exempt status of MCINC and various positions related to the potential sources of
unrelated business taxable income. Since tax matters are subject to some degree of uncertainty, there
can be no assurance that the taxing authorities will not challenge MCINC’s tax returns or that MCINC will
not be subject to additional tax, penalties, and interest as a result of such challenge. Generally, MCINC’s
tax returns remain open for three years for federal tax examination and four years for state tax
examination.
Excess of revenue over expenses – Excess of revenue over expenses represents the performance
indicator. Changes in net assets without donor restrictions that are excluded from excess of revenue over
expenses, consistent with industry practice, include contributions of long‐lived assets (including assets
acquired using contributions, which by donor restriction were to be used for purposes of acquiring such
assets) and transfer of net assets to/from related parties.
Use of estimates – The preparation of financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.
Recent accounting standards – In February 2016, the Financial Accounting Standards Board (FASB)
issued Accounting Standard Update (ASU) 2016-02, Leases (Topic 842), which increases transparency
and comparability among entities by recognizing lease assets and lease liabilities on the statements of
financial position and disclosing key information among leasing arrangements in the financial statements
of lessees. MCINC adopted this standard as of July 1, 2020. The adoption did not have an impact on the
financial statements.
In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement – Disclosure Framework –
Changes to the Disclosure Requirements for Fair Value Measurement (Topic 820), to improve the
effectiveness of disclosures in the notes to financial statements by facilitating clear communication of the
information required by generally accepted accounting principles that is most important to users of
financial statements through the removal, modification, and addition of disclosure requirements. MCINC
adopted this standard as of July 1, 2020. The adoption did not have an impact on the financial
statements.
In the normal course of business, MCINC evaluates all new accounting pronouncements to determine the
potential impact they may have on its financial statements. Based upon this evaluation, MCINC does not
expect any of the remaining recently issued accounting pronouncements, which have not already been
adopted by MCINC, to have a material impact on its financial statements.
13

MonteCedro, Inc.

Notes to Financial Statements
Note 2 – Summary of Significant Accounting Policies (continued)
Going concern – In connection with the preparation of the financial statements for the year ended
June 30, 2021, management conducts an evaluation as to whether there were conditions and events,
considered in the aggregate, that raised substantial doubt as to MCINC’s ability to continue as a going
concern within one year after the date the financial statements were issued.

Note 3 – Assets Limited as to Use
Assets limited as to use comprise the following as of June 30, 2021 and 2020:

Series 2014 bonds
Capitalized principal funds
Capitalized interest funds
Debt service reserve funds

2021
$

Total debt service funds
Wait list deposits

630,007
425,743
3,108,829

2020
$

4,164,579

3,861,123

250,000

245,000

4,414,579
(1,055,750)

Less: amounts required for payment of current liabilities
$

541,861
206,700
3,112,562

3,358,829

4,106,123
(748,561)
$

3,357,562

Note 4 – Property and Equipment
As of June 30, 2021 and 2020, property and equipment consist of the following:
2021
Land
Land improvements
Buildings and improvements
Furnishings and equipment
Capitalized computer hardware and software
Construction in progress
Less: accumulated depreciation
Total

$

17,289,427
2,580,432
137,882,048
5,595,453
268,679
1,408,681
165,024,720
(27,758,653)

$ 137,266,067

2020
$

17,289,427
2,489,796
137,599,439
5,133,864
268,679
1,256,363
164,037,568
(22,607,351)

$ 141,430,217
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Note 5 – Investments
Investments in marketable securities are stated at their fair market value. As of June 30, 2021 and 2020,
investments comprise the following:
2021
Investments
Less: investments, short-term
Total investments, long-term

2020

$

43,762,108
4,381,229

$

38,345,343
9,784,872

$

39,380,879

$

28,560,471

MCINC’s investment policy makes available only a portion of the MCINC’s total investment return,
consisting of dividends and interest, net realized and unrealized gains and losses, and principal for the
support of current operations and development; the remainder is retained to support operations of future
years and to offset potential market declines.
The following schedule summarizes investment return and its classification in the statements of
operations and changes in net assets for the year ended June 30, 2021:
Without Donor
Restriction
Interest and dividend income
Realized gains, net
Unrealized gains, net

$

$

7,676,066

Total
-

$

7,725,124
49,058

External investment expense
Investment return, net

1,210,394
4,800,227
1,714,503

With Donor
Restriction
$

$

-

1,210,394
4,800,227
1,714,503
7,725,124
49,058

$

7,676,066

The following schedule summarizes investment return and its classification in the statements of
operations and changes in net assets for the year ended June 30, 2020:
Without Donor
Restriction
Interest and dividend income
Realized gains, net
Unrealized losses, net

$

15

$

1,131,343
93,492

External investment expense
Investment return, net

1,099,185
216,675
(184,517)

With Donor
Restriction

$

1,037,851

Total
-

$

$

-

1,099,185
216,675
(184,517)
1,131,343
93,492

$

1,037,851
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Note 6 – Deferred Revenue from Entrance Fees and Repayable Entrance Fees Liability
A summary of the changes in deferred revenue from entrance fees for the years ended June 30, is as
follows:

2021
BALANCE, beginning of year

$

New fees received
Deletions (discharges)
Amortization of entrance fees
BALANCE, end of year

June 30,

9,270,597

$

1,070,989
(1,656,686)
(550,361)
$

8,134,539

2020
9,827,088
1,270,521
(706,203)
(1,120,809)

$

9,270,597

A summary of the changes in repayable entrance fees liability for the years ended June 30, is as follows:

2021
BALANCE, beginning of year
New fees received
Entrance fees refunded
BALANCE, end of year

June 30,

$ 118,683,517
8,452,685
(6,900,615)
$ 120,235,587

2020

$ 115,020,101
8,034,559
(4,371,143)
$ 118,683,517

Based on the past five years, actual refunds have averaged approximately $5,432,000 per year for the
potentially refundable declining period.

Note 7 – Fair Value Measurements
U.S. GAAP provides the framework for measuring fair value. That framework provides a fair value
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy
gives the highest priority to unadjusted quoted market prices in active markets for identical assets or
liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 measurements).
The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs. The three levels of
the fair value hierarchy under U.S. GAAP are described as follows:
Level 1 – Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that management has the ability to access.
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Note 7 – Fair Value Measurements (continued)
Level 2 – Inputs to the valuation methodology include:
•

quoted prices for similar assets or liabilities in active markets;

•

quoted prices for identical or similar assets or liabilities in inactive markets;

•

inputs other than quoted prices that are observable for the asset or liability;

•

inputs that are derived principally from or corroborated by observable market data by correlation or
other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for
substantially the full term of the asset or liability.
Level 3 – Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.
The following is a description of the valuation methodologies used for instruments measured at fair value
on a recurring basis and recognized in the accompanying statements of financial position, as well as the
general classification of such instruments pursuant to the valuation hierarchy:
Level 1 Measurements
Cash and cash equivalents – Cash equivalents generally consist of actively traded money market funds
that have daily quoted net asset values for identical assets that MCINC has the ability to access at the
measurement date.
Mutual funds – Mutual funds in this category are comprised primarily of underlying stocks and other
ownership interests in companies. Valuation is based on unadjusted quoted prices for identical assets in
active markets that MCINC can access at the measurement date.
Equities and other securities – Equities and other securities include stocks and exchange-traded funds.
Exchange-traded funds in this category are comprised primarily of underlying stocks and other ownership
interests in companies. Valuation is based on unadjusted quoted prices for identical assets in active
markets that MCINC can access at the measurement date.
Level 2 Measurements
Money market securities – The primary inputs to the valuation include quoted prices for identical or similar
assets in markets that are not active, contractual cash flows, benchmark yields, and credit spreads.
Level 3 Measurements
MCINC did not have any instruments measured at Level 3 as of June 30, 2021 and 2020.
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Note 7 – Fair Value Measurements (continued)
Considerable judgment is required to develop estimates of fair value, and the estimates presented are not
necessarily indicative of the amounts MCINC would realize in a current market exchange. The use of
different market assumptions and/or estimation methods could have a material effect on the estimated fair
values. The estimates presented are based on pertinent information available to management as of June
30, 2021 and 2020. Current estimates of fair value may differ significantly from the amounts presented.
The following table sets forth by level, within the fair value hierarchy, assets at fair value as of June 30,
2021:

Fair Value
INVESTMENTS
Money market securities
Mutual funds
Total investments
ASSETS LIMITED AS TO USE
Cash and cash equivalents
Total assets limited as to use

Quoted Prices in
Active Markets
for Identical
Assets (Level 1)

Significant
Observable
Inputs (Level 2)

Significant
Unobservable
Inputs (Level 3)

$

966,992
42,795,116

$

42,795,116

$

966,992
-

$

-

$

43,762,108

$

42,795,116

$

966,992

$

-

$

4,414,579

$

-

$

-

$

-

$

4,414,579

$

-

$

-

$

-

The following table sets forth by level, within the fair value hierarchy, assets at fair value as of June 30,
2020:

Fair Value
INVESTMENTS
Money market securities
Mutual funds
Equities and other securities
Total investments
ASSETS LIMITED AS TO USE
Cash and cash equivalents
Total assets limited as to use

Active Markets
for Identical
Assets (Level 1)

Significant
Observable
Inputs (Level 2)

Significant
Unobservable
Inputs (Level 3)

$

4,981,633
6,941,570
26,422,140

$

6,941,570
9,953,213

$

4,981,633
16,468,927

$

-

$

38,345,343

$

16,894,783

$

21,450,560

$

-

$

4,106,123

$

4,106,123

$

-

$

-

$

4,106,123

$

4,106,123

$

-

$

-
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Note 8 – Long-Term Debt
In June 2014, MCINC issued Los Angeles County Regional Financing Authority Insured Revenue Bonds,
Series 2014A, Series 2014B-1, Series 2014B-2, and Series 2014B-3, in the aggregate amount of
approximately $140,305,000.
In May 2020, MCINC was granted a loan under the Paycheck Protection Program (“PPP Loan”) offered
by the Small Business Administration (SBA) under the Coronavirus Aid, Relief, and Economic Security
(CARES) Act, section 7(a) (36) of the Small Business Act for approximately $1,096,000, which was
enacted March 27, 2020. The PPP Loan was subject to full forgiveness if MCINC used all proceeds for
eligible purposes, maintained certain employment levels, and maintained certain compensation levels in
accordance with and subject to the CARES Act and the rules, regulations, and guidance. On April 2,
2021, the Company received full forgiveness of its PPP Loan from the SBA and has recognized a gain on
debt extinguishment of approximately $1,096,000 in accordance with ASC 470. The gain on debt
extinguishment was included in other income for the year ended June 30, 2021.
Long-term debt consists of the following as of June 30, 2021 and 2020:

Series 2014A, interest rates from 3% to 5% per annum, with
principal payments due annually from November 15, 2019
to November 15, 2044
Unamortized premium on Series 2014A bonds
Paycheck Protection Program loan

2021
$

Less: current portion (including current portion of unamortized
premium of $178,307 and $181,528 at June 30, 2021
and 2020, respectively)
Less: capitalized financing costs, net of accumulated amortized
costs of $6,183,423 and $6,096,366 at June 30, 2021
and 2020, respectively
$

19

42,925,000
2,669,164
-

2020
$

43,880,000
2,847,448
1,095,818

45,594,164

47,823,266

(1,168,307)

(1,136,528)

(2,414,117)

(2,082,120)

42,011,740

$

44,604,618
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Note 8 – Long-Term Debt (continued)
Aggregate maturities of long-term debt before unamortized premium of approximately $2,669,000, are as
follows:

Years Ending June 30,
2022
2023
2024
2025
2026
Thereafter

$

990,000
1,040,000
1,070,000
1,115,000
1,170,000
37,540,000

$

42,925,000

The 2014 Series bonds are secured by certain assets of MCINC. ECSF is a guarantor on the bonds. The
bond agreements contain certain covenants related to debt service coverage ratio, current ratio, and
days’ cash on hand. See Note 15, subsequent event, relating to the Bond Purchase Agreement entered
into on July 29, 2021.

Note 9 – Related-Party Transactions
Due to related parties – Due to related parties consists primarily of funds to be distributed to related
parties but not yet paid as of June 30, 2021 and 2020, as follows:
2021
Due from ECSF
Due (to) CHS LLC
Due from Canterbury
Due (to) Covington
Due to ECS
Due to ECSLLC

2020

$

(6,362)
3,610
(34,106)
(166,994)
(125,868)

$

22,697
(6,780)
(36,830)
(67,839)

$

(329,720)

$

(88,752)

ECSLLC provides administrative and programmatic services to MCINC. Amounts paid to ECSLLC totaled
approximately $1,111,000 and $1,016,000 for these services for the years ended June 30, 2021 and
2020, respectively. See Note 15, subsequent event, relating to the Bond Purchase Agreement entered
into on July 29, 2021.
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Note 10 – Functional Expenses
The financial statements report certain expense categories that are attributable to more than one
residential, health care, or support services function. Therefore, these expenses require allocation on a
reasonable basis that is consistently applied. Costs not directly attributable to a function, including
depreciation, interest, and other occupancy costs, are allocated to a function based on a square footage
or units of services basis.
Expenses related to providing these services for the year ended June 30, 2021, are as follows:

Program
Services
Salaries and wages
Employee benefits
Professional services
Supplies and other
Interest
Depreciation and amortization

Support Services
General and
Administrative
Fundraising

Total

$ 5,037,642
1,843,758
5,760,818
2,066,032
5,165,636

$ 1,513,050
528,996
60,308
1,022,016
30,707
76,775

$

29,169
8,081
-

$ 6,579,861
2,380,835
60,308
6,782,834
2,096,739
5,242,411

$ 19,873,886

$ 3,231,852

$

37,250

$ 23,142,988

Expenses related to providing these services for the year ended June 30, 2020, are as follows:

Program
Services
Salaries and wages
Employee benefits
Professional services
Supplies and other
Interest
Depreciation and amortization

Support Services
General and
Administrative
Fundraising

Total

$ 4,777,551
1,717,757
4,974,488
1,966,032
5,162,078

$ 1,402,671
503,848
99,503
971,771
29,220
76,722

$

29,157
155
-

$ 6,209,379
2,221,760
99,503
5,946,259
1,995,252
5,238,800

$ 18,597,906

$ 3,083,735

$

29,312

$ 21,710,953

Note 11 – Retirement Plans
ECS maintains a safe harbor 401(k) retirement plan for all employees of ECS, its related entities, and
MCINC. The plan allows for employer non-elective contributions, including a mandatory 3% employer
contribution. The plan also allows for discretionary match contributions, approved on an annual basis.
Total plan contributions attributed to MCINC in connection with the 401(k) retirement plan for the years
ended June 30, 2021 and 2020, were approximately $268,000 and $230,000, respectively.
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Note 11 – Retirement Plans (continued)
ECS also maintains a 457(b) plan established for executives of ECS and its related entities who have
completed six months of continuous service. The 457(b) plan allows for salary reduction contributions and
employer discretionary contributions. Total 457(b) plan contributions attributed to MCINC were
approximately $20,000 and $20,000 for the years ended June 30, 2021 and 2020, respectively.

Note 12 – Commitments and Contingencies
MCINC is subject to legal proceedings, which arise in the ordinary course of its business. In the opinion of
management and legal counsel, the outcome of such matters will not have a material effect on the
financial position of MCINC.
MCINC is also subject to many complex federal, state, and local laws and regulations. Compliance with
these laws and regulations is subject to government review and interpretation. Government activity, with
respect to investigations and allegations regarding possible violations of these laws and regulations by
health care providers, including those related to medical necessity, coding, and billing for services, has
increased significantly. Violations of these laws can result in large fines and penalties, sanctions on
providing future services, and repayment of past patient revenues. Management believes any actions that
may result from investigations of noncompliance with laws and regulations will not have a material effect
on MCINC’s future financial position or results of operations.

Note 13 – Liquidity and Availability
MCINC structures its financial assets to be available as its general expenditures, liabilities, and other
obligations come due. As part of its liquidity management, MCINC invests cash in excess of its operating,
capital expenditure, and debt service requirements in various investments according to its investment
policy.
MCINC’s financial assets available to meet general expenditures within one year of June 30, 2021,
comprise the following:

Cash and cash equivalents
Investments, short-term
Accounts receivable, net

$

2,664,046
4,381,229
267,644

$

7,312,919

Additionally, MCINC has assets limited as to use for debt service, deposits held in trust, refundable
entrance fees, donor restriction, and various required reserves. These assets limited as to use, which are
more fully described in Notes 2 and 3, are not available for general expenditure within the next year.
Investments classified as long-term totaling approximately $39,381,000 consist of money market
securities and mutual funds that could be liquidated to meet current obligations, if necessary.
22

MonteCedro, Inc.

Notes to Financial Statements
Note 14 – COVID-19 Pandemic
In March 2020, the World Health Organization declared COVID-19 a global pandemic and recommended
containment and mitigation measures worldwide. The related adverse public health developments,
including orders to shelter-in-place, travel restrictions, and mandated business closures, have adversely
affected workforces, organizations, patients, customers, economies, and financial markets globally,
leading to increased market volatility and disruptions in normal business operations, including MCINC’s
operations.
Starting in March 2020, COVID-19 disrupted move-ins, reducing entrance fees received and resident care
fees modestly. MCINC’s COVID-19 response also increased costs for supplies, staffing, and
precautionary efforts. In August 2020, management re-initiated move-ins with adapted precautionary
protocols.
Management’s evaluation of and adaptations to the COVID-19 pandemic and related events are ongoing,
including impacts on the economy and general population. MCINC cannot accurately estimate the impact
on its operations and financial results, and the duration and intensity of the impact of the COVID-19
pandemic and resulting disruption to MCINC’s operations are uncertain.
Provider Relief Funds (PRF) – On March 27, 2020, the United States Congress passed the CARES Act.
The CARES Act included provisions for health care under the PRF. During the fiscal year ended June 30,
2021, MCINC received funds under the PRF, administered by the U.S. Department of Health & Human
Services (HHS), of approximately $295,000. No PRF funds were received during the fiscal year ended
June 30, 2020. MCINC was required to and did timely sign attestations agreeing to the terms and
conditions of payment. Those terms and conditions include measures to prevent fraud and misuse.
Documentation is required to ensure that these funds are to be used for healthcare-related expenses or
lost revenue attributable to COVID-19, limitations of out of pocket payments from certain patients, and the
acceptance of several other reporting and compliance requirements. Anti-fraud monitoring and auditing
will be performed by HHS and the Officer of the Inspector General. For the year ended June 30, 2021,
MCINC has recognized approximately $295,000 of the PRF on its statement of operations in
miscellaneous income.

Note 15 – Subsequent Events
Subsequent events are events or transactions that occur after the statements of financial position date
but before financial statements are issued. MCINC recognizes in the financial statements the effects of all
subsequent events that provide additional evidence about conditions that existed at the date of the
statements of financial position, including the estimates inherent in the process of preparing the financial
statements.

23

MonteCedro, Inc.

Notes to Financial Statements
Note 15 – Subsequent Events (continued)
On July 29, 2021, ECS, sole member of MCINC, entered into a Bond Purchase Agreement for the sale
and issuance by ECS to certain investors of (i) the Episcopal Communities & Services for Seniors 3.04%
Senior Secured Bonds, Series 2022A, due May 15, 2047, in the original aggregate principal amount of
$52,495,000 (the “Series 2022A Bonds”), and (ii) the Episcopal Communities & Services for Seniors
2.89% Senior Secured Bonds, Series 2022B, due November 15, 2044, in the original aggregate principal
amount of $37,790,000 (the “Series 2022B Bonds” and, together with the Series 2022A Bonds, the
“Series 2022 Bonds”). The Series 2022A Bonds and the Series 2022B Bonds will be issued on a forward
delivery basis, with the Series 2022A Bonds to be issued on May 16, 2022 (the “First Delivery Date”), and
the Series 2022B Bonds to be issued on November 15, 2022 (the “Second Delivery Date”). The proceeds
of the Series 2022A Bonds will be used to redeem all the California Statewide Communities Development
Authority Revenue Refunding Bonds, Series 2012 (Episcopal Communities & Services) (the “ECS Series
2012 Bonds”) on the First Delivery Date. The proceeds of the Series 2022B Bonds will be used to redeem
all of the Los Angeles County Regional Financing Authority Insured Revenue Bonds Series 2014A
(MonteCedro Inc. Project) (the “MonteCedro Series 2014A Bonds”) on the Second Delivery Date.
Upon the issuance of the Series 2022A Bonds and the redemption of the ECS Series 2012 Bonds on the
First Delivery Date, the existing master trust indenture will be replaced with the Master Trust Indenture
(Amended and Restated), with ECS remaining as the Obligated Group Representative. The related deeds
of trust under the prior master trust indenture will be released. Upon the issuance of the Series 2022B
Bonds and the redemption of the MonteCedro Series 2014A Bonds on the Second Delivery Date,
MonteCedro will join the Obligated Group under the Master Trust Indenture (Amended and Restated).
The Series 2022A Bonds and the Series 2022B Bonds will each be secured by an Obligation under the
Master Trust Indenture (Amended and Restated).
The issuance of the Series 2022 Bonds is contingent upon the satisfaction of various conditions in the
Bond Purchase Agreement and no assurances can be given that the Series 2022 Bonds will be issued.
Until the Series 2022A Bonds are issued and the ECS Series 2012 Bonds redeemed, ECS will continue
to be obligated for payments on the ECS Series 2012 Bonds and under the related documents. Similarly,
until the Series 2022B Bonds are issued and the MonteCedro Series 2014A Bonds redeemed, MCINC
will continue to be obligated for payment on the MonteCedro Series 2014A Bonds and under the related
documents.
MCINC has evaluated subsequent events through October 19, 2021, which is the date the financial
statements were issued, and concluded that there were no additional events or transactions that need to
be disclosed.
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