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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT 

Limited Assurance by Authority. The information relating to the Authority contained herein 
under the heading "THE AUTHORITY" and "ABSENCE OF MATERIAL LITIGATION - The Authority" has 
been furnished by the Authority. All other information contained herein has been obtained from the 
Corporations and other sources (other than Authority) that are believed to be reliable, but it is not 
guaranteed as to accuracy or completeness by and is not to be relied upon or construed as a promise or 
representation by the Authority. 

Use of Official Statement. This Official Statement is submitted in connection with the sale of the 
Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other purpose. 
This Official Statement is not to be construed as a contract with the purchasers of the Bonds. 

Estimates and Forecasts. When used in this Official Statement and in any continuing 
disclosure by the Authority or the Corporations, in any press release and in any oral statement made with 
the approval of an authorized officer of the Authority or the Corporations, the words or phrases "will likely 
result," "are expected to", "will continue", 0 is anticipated", "estimate", "project," 0 forecast", "expect", 
"intend" and similar expressions identify "forward looking statements." Such statements are subject to 
risks and uncertainties that could cause actual results to differ materially from those contemplated in such 
forward-looking statements. Any forecast is subject to such uncertainties. Inevitably, some assumptions 
used to develop the forecasts will not be realized and unanticipated events and circumstances may occur. 
Therefore, there are likely to be differences between forecasts and actual results, and those differences 
may be material. The information and expressions of opinion herein are subject to change without notice, 
and neither the delivery of this Official Statement nor any sale made hereunder shall, under any 
circumstances, give rise to any implication that there has been no change in the affairs of the Authority or 
the Corporations since the date hereof. 

Limit of Offering. No dealer, broker, salesperson or other person has been authorized by the 
Authority to give any information or to make any representations in connection with the offer or sale of the 
Bonds other than those contained herein and if given or made, such other information or representation 
must not be relied upon as having been authorized by the Authority or the Underwriter. This Official 
Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there be any 
sale of the Bonds by a person in any jurisdiction in which it is unlawful for such person to make such an 
offer, solicitation or sale. 

Involvement of Underwriter. The Underwriter has reviewed the information in this Official 
Statement in accordance with, and as a part of, their responsibilities to investors under the Federal 
Securities Laws as applied to the facts and circumstances of this transaction, but the Underwriter does 
not guarantee the accuracy or completeness of such information. The information and expressions of 
opinions herein are subject to change without notice and neither delivery of this Official Statement nor any 
sale made hereunder shall, under any circumstances, create any implication that there has been no 
change in the affairs of the Authority or the Corporations since the date hereof. Ali summaries of the 
documents referred to in this Official Statement, are made subject to the provisions of such documents, 
respectively, and do not purport to be complete statements of any or all of such provisions. 

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS 
AMENDED, IN RELIANCE UPON AN EXCEPTION FROM THE REGISTRATION REQUIREMENTS 
CONTAINED IN SUCH ACT. THE BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER 
THE SECURITIES LAWS OF ANY STATE. 
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OFFICIAL STATEMENT 

$22,545,000 
California Health Facilities Financing Authority 

Insured Refunding Revenue Bonds 
(Small Facilities Refinancing Program) 

2005 Series A 

INTRODUCTORY STATEMENT 

This Official Statement is furnished in connection with the offering of $22,545,000 
aggregate principal amount of Insured Refunding Revenue Bonds (Small Facilities Refinancing 
Program), 2005 Series A (the "Bonds") of the California Health Facilities Financing Authority 
(the "Authority"). 

The Bonds will be issued under the California Health Facilities Financing Authority Act, 
constituting Part 7.2 of Division 3 of Title 2 of the California Government Code (the "Act"), and 
an Indenture, dated as of April 1, 2005 (the "Indenture"), by and between the Authority and 
U.S. Bank National Association, Seattle, Washington, as trustee (the "Trustee"). The proceeds 
of the sale of the Bonds will be loaned to each Corporation (described herein) pursuant to seven 
separate Loan Agreements, each dated as of April 1, 2005, between the Authority and each 
Corporation (each, a "Loan Agreement"). The Loan Agreements are substantially the same, 
and are referred to herein as the "Loan Agreements." Pursuant to the Loan Agreements, the 
Corporations will be required to make payments to the Authority, sufficient in the aggregate, to 
pay all principal of, interest and premium, if any, on the Bonds. The obligations of each 
Corporation under each Loan Agreement are separate and distinct and no Corporation has any 
responsibility for the obligations of any other. 

The Corporations were each a recipient of loan (collectively, the "Prior Loans") made by 
the Authority (and, as to one Corporation, by the Local Medical Facilities Financing Authority), 
which loan proceeds were generated from the proceeds of revenue bonds issued by the 
Authority. See "THE REFUNDINGS." Proceeds of the loan made to each Corporation under 
each respective Loan Agreement will be used primarily to refund such Corporation's respective 
Prior Loan. The Corporations are listed below. For a description of each Corporation, see "THE 
CORPORATIONS" and "APPENDIX A - INFORMATION CONCERNING THE 
CORPORATIONS". 
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The Corporations 

Asian Community Center of Sacramento Valley 
The California Autism Foundation, Inc. 
Clinicas del Camino Real, Inc. 
Community Medical Centers, Inc. 
Social Model Recovery Systems, Inc. 
Southern California Alcohol & Drug Programs, Inc. 
Verdugo Mental Health 

Sacramento 
Richmond 
Ventura 
Stockton 
Covina 
Downey 
Glendale 

Bond proceeds will also be used to fund a Bond Reserve Account in an amount equal to 
the Bond Reserve Account Requirement, to pay certain insurance premiums applicable to the 
Bonds, to fund the certification and inspection fee of the Office (described herein), and to pay a 
portion of the costs of issuance of the Bonds. Separate Bond Reserve Account subaccounts 
will be established with respect to the obligations of each Corporation and each subaccount can 
only be used in connection with a deficiency in Revenues attributable to the respective 
Corporation to which the subaccount relates. See "SECURITY FOR THE BONDS - Bond 
Reserve Account" and "ESTIMATED SOURCES AND USES" herein. 

In accordance with the California Health Facility Construction Loan Insurance Law, 
Chapter 1 of Part 6 of Division 107 of the California Health and Safety Code (the "Insurance 
Law") the Authority, each Corporation and the Office of Statewide Planning and Development 
of the State of California (the "Office") will enter into a separate contract of insurance, each 
dated as of April 1, 2005 (collectively, the "Contracts of Insurance") pursuant to which the 
Office will insure the payment of principal of and interest on the Bonds. If monies are not 
available to pay principal of and interest on the Bonds, the Office will continue to make 
payments on the Bonds, or will instruct the Trustee to declare the principal of all Bonds then 
outstanding and interest accrued thereon to be due and payable immediately and make 
payment of such principal and interest; and upon the occurrence of certain events, notify the 
Treasurer of the State of California wherein the Treasurer will issue debentures to the holders of 
the Bonds, fully and unconditionally guaranteed by the State of California, in an amount equal to 
the principal of and the accrued interest on the Bonds. In connection with the Contracts of 
Insurance, each Corporation will enter into a Regulatory Agreement dated as of April 1, 2005 
(each, a "Regulatory Agreement") with the Authority and the Office. For a more detailed 
description of the obligation of the Office to insure the payment of the principal of and interest on 
the Bonds, including the circumstances under which the insurance may be canceled and the 
procedures with respect to an insurance default, and the obligations of the Authority and the 
Corporations pursuant to their respective Regulatory Agreement, see "SECURITY FOR THE 
BONDS - California Health Facility Construction Loan Insurance Program" and APPENDIX E -
"SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Contracts of Insurance" and" -
Regulatory Agreements". 

Concurrently with the issuance of the Bonds, Financial Guaranty Insurance Company, 
doing business in California as FGIC Insurance Company ("Financial Guaranty", or the 
"Insurer") will issue its Municipal Bond New Issue Insurance Policy for the Bonds (the 
"Policy"). The Policy unconditionally guarantees the payment of that portion of the principal of 
and interest on the Bonds which has become due for payment, but shall be unpaid by reason of 
nonpayment by the Authority. 
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THE BONDS ARE THE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE 
SOLELY FROM REVENUES. NEITHER THE FAITH AND CREDIT NOR THE TAXING 
POWER OF THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF IS 
PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST 
ON THE BONDS. THE BONDS ARE NOT A DEBT OF THE STATE OF CALIFORNIA, AND 
SAID STATE IS NOT LIABLE FOR THE PAYMENT THEREOF. 

All capitalized terms used in this Official Statement and not otherwise defined herein 
have the same meanings as in the Indenture, the Loan Agreements and the Regulatory 
Agreements. See APPENDIX E - "SUMMARY OF PRINCIPAL LEGAL DOCUMENTS -
Definitions." 

THE AUTHORITY 

General 

The Authority is a public instrumentality of the State of California organized and existing 
under and by virtue of the Act. The intent of the California legislature, as stated in the Act, is to 
provide financing to health facilities and to pass along to the consuming public all or part of any 
savings realized by a participating health institution (as defined in the Act) as a result of tax
exempt financing. 

Pursuant to the Act, the Authority is authorized to issue its revenue bonds for the 
purpose of financing (including reimbursing expenditures made or refinancing indebtedness 
incurred for such purpose) the construction, expansion, remodeling, renovation, furnishing, 
equipping or acquisition of health facilities (as defined in the Act) operated by participating 
health institutions. The State Treasurer is authorized under the Act to sell such revenue bonds 
on behalf of the Authority. 

Organization and Membership 

The Act provides that the Authority shall consist of nine members, including the State 
Treasurer, who shall serve as Chairman, the State Controller, the Director of Finance and two 
members appointed by each of the Senate Rules Committee, the Speaker of the State 
Assembly and the Governor. Currently, two vacancies exists among the members of the 
Authority. 

Members of the Authority serve without compensation but are entitled to reimbursement 
for necessary expenses incurred in the discharge of their duties. The Chairman of the Authority 
appoints the Executive Director. 

The current members of the Authority are: 

PHILIP ANGELIDES, State Treasurer, Chairman and Ex Officio Member of the 
Authority. Residence: Sacramento, California, Background: California State Treasurer Philip 
Angelides has made his mark in the civic life of California as an effective spokesperson on 
public issues and as a successful and innovative businessman. Mr. Angelides is a graduate of 
Harvard University and a Coro Foundation Fellow. He served for eight years in California 
government before entering the private sector in 1984. In 1986, Mr. Angelides formed his own 
investment and management business, which quickly earned a reputation for economic success 
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and innovation. His company received national attention for its environmentally responsible 
community development and helped spark a national dialogue on better ways to plan and build 
cities. Mr. Angelides has been active in the civic life of his community and state for 25 years. 

STEVE WESTLY, State Controller and Ex Officio Member of the Authority. Residence: 
Menlo Park, California. Background: Bachelor's degree and Master's degree from Stanford 
University. As State Controller, Mr. Westly, is a member of more than 50 boards and 
commissions including the Public Employees' Retirement Board, the State Teachers Retirement 
Board, the Franchise Tax Board. the Board of Equalization, the State Lands Commission and 
the major housing commissions of the state. Prior to being elected State Controller. Mr. Westly's 
career included business, education and government. In the private sector, he guided the online 
auction company of eBay through a period of rapid growth, including serving as a senior vice
president of marketing, business development mergers and acquisitions and international 
operations. Before becoming active in the internet sector, Mr. Westly served for five years on 
the faculty at Stanford University's Graduate School of Business, teaching public management. 
Mr. Westly has also worked on Capitol Hill and for the U.S. Department of Energy. 

TOM CAMPBELL, State Director of Finance and Ex Officio Member of the Authority. Mr. 
Campbell was appointed by the Governor on December 1, 2004 as Director of Finance. Mr. 
Campbell serves as the Governor's chief fiscal advisor, and oversees the development and 
implementation of California's state budget. Prior to his appointment, he served since 2002 as 
Dean of the Haas School of Business at the University of California, Berkeley- a post from which 
he is on unpaid leave. He served as Professor of Law at Stanford University from 1987 to 2002, 
and as an Associate Professor of Law at Stanford from 1983 to 1987. Mr. Campbell has also 
represented the State's 12th congressional district as a member of the U.S. House of 
Representatives from 1989 to 1993, and the 15th congressional district from 1995 to 2001. He 
also represented the State's 11th senate district as a member of the California State Senate 
from 1993 to 1995. Mr. Campbell received his PhD in Economics from the University of 
Chicago in 1980, and his Juris Doctor degree from Harvard Law School in 1976, and both his 
Bachelor's and Master's degrees from the University of Chicago. He served as a law clerk to 
U.S. Supreme Court Justice Byron R. White from 1977 to 1978, and was selected as a White 
House Fellow from 1980 to 1981 . 

HARRY BISTRIN, Member. Term expires March 31, 2008. Residence: Ukiah, California. 
Background: Bachelor of Arts degree in Business Administration from University of California at 
Berkeley; currently field representative for State Senate District No. 1; member of the Board of 
Directors, Northern California American Israel Political Action Committee; former member of the 
Board of Directors, former President and former Chairman of the Finance Committee of General 
Hospital in Eureka. 

JUDITH N. FRANK, Member. Term expired March 31, 2004. Ms. Frank will serve until 
reappointed or a successor is named. Residence: Santa Monica, California. Background: 
Masters degree in Finance from University of California at Los Angeles Anderson School of 
Management, Master of Science degree in City and Regional Planning from the University of 
Southern California., A.B. degree from the University of California at Berkeley and. a California 
Real Estate Broker's License. Ms. Frank is the owner of Asset Strategies, a financial and real 
estate service (firm and currently serves as a consulting appointee to the State's Real Estate 
Enhancement Branch. In addition, Ms. Frank currently serves on the Los Angeles County 
Health Facilities Authority. Ms. Frank previously served on the California Park and Recreation 
Commission from 1992 to 2000. 
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CHRISTOPHER W. HAMMOND, Member. Term expires March 31, 2007. Residence: 
Los Feliz, California. Background: Juris Doctorate from UCLA Law School, Bachelor of Arts in 
Government from Pomona College. As Chief Executive Officer of Capital Vision Equities, which 
he founded in 1991, Mr. Hammond has been involved either directly or as a consultant in the 
development of over 2,000 affordable housing units in San Diego, Fresno, Oakland, 
Sacramento and Los Angeles. In 2003, he completed directing the development of Chesterfeld 
Square, the first major urban expansion project constructed in South Los Angeles in over a 
decade. In addition, Mr. Hammond currently serves as a commissioner on the Los Angeles 
Parks and Recreation Commission and an alternate member on the Coliseum Board. 

THEODORE N. HARITON, M.D., Member. Term expired March 31, 2004. Dr. Hariton 
will serve until reappointed or a successor is named. Residence: Tarzana, California. 
Background: Bachelors of Arts degree from University of Michigan and a Doctor of Medicine 
from the University of Michigan Medical School. Dr. Hariton has been a practicing doctor of 
obstetrics and gynecology for 40 years. He is a Diplomat of the American Board of Obstetrics 
and Gynecology, and a Fellow of both the American College of Obstetrics and Gynecology, and 
the Los Angeles Obstetrics and Gynecology Society. Dr. Hariton formerly served on the Board 
of Councilors of the University of Southern California School of Pharmacy. He owns a private 
practice in the Encino/Tarzana area which he established in 1961. 

SANDRA SIMPSON-FONTAINE, Executive Director. was appointed Executive Director 
of the Authority in August 2004. Most recently Ms. Simpson-Fontaine was chief of staff/acting 
undersecretary of the California Health and Human Services Agency. Ms, Simpson-Fontaine 
has a distinguished career in public service including more than 10 years as a staff member in 
the California Assembly and five years as the Policy and Legislative Affairs Director of a 
nationally renowned children's organization. She received her B.A. in political science and 
cultural studies from Mount Holyoke College. Ms. Simpson-Fontaine received her law degree 
from University of California, Boal! Hall School of Law. 

Financial Advisors: PricewaterhouseCoopers LLP, Sacramento, California, serves as the 
financial advisor to the Authority. Public Financial Management, Inc., San Francisco, California, 
serves as the Authority's financial and pricing advisor. 

Outstanding Indebtedness of the Authority 

As of January 31, 2005, the Authority has issued obligations aggregating 
$16,186,262,017 in original principal amount and had outstanding obligations in the aggregate 
principal amount of $5,983,066, 172. 
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ESTIMATED SOURCES AND USES OF FUNDS 

The following table sets forth the estimated sources and uses of funds related to the 
Bonds. 

Sources of Funds: 
Principal Amount of Bonds 
Plus: Original Issue Premium 
Asian Community Equity Contribution 
Asian Community- Available From Prior Bonds 
California Autism Equity Contribution 
California Autism - Available From Prior Bonds 
Clinicas Equity Contribution 
Clinicas Equity - Available From Prior Bonds 
Community Medical Equity Contribution 
Community Medical - Available From Prior Bonds 
Social Model Equity Contribution 
Social Model Equity - Available From Prior Bonds 
SCADP Equity Contribution 
SCADP Equity - Available From Prior Bonds 
Verdugo Equity Contribution 
Verdugo Equity Available From Prior Bonds 
Plus: Accrued Interest (11 Days) 

Total Sources of Funds 

Uses of Funds: 
Deposit to Asian Community Account of the Escrow Fund 
Deposit to California Autism Account of the Escrow Fund 
Deposit to Clinicas Account of the Escrow Fund 
Deposit to Community Medical Account of the Escrow Fund 
Deposit to Community Medical Account of the Project Fund 
Deposit to Social Model Account of the Escrow Fund 
Deposit to SCADP Account of the Escrow Fund 
Deposit to Verdugo Account of the Escrow Fund 
Deposit to Interest Account 111 

Deposit to Bond Reserve Account 121 

Deposit to Costs of Issuance Fund l
3
J 

Total Uses of Funds 

$22,545,000.00 
434,983.95 

25,315.91 
365,546.71 

32,600.59 
583,965.78 

74,532.83 
1,335,747.65 

19,202.82 
436,795.18 

5,309.21 
82,729.12 
11,263.05 

222,250.97 
7,209.82 

84,875.33 
29 137.28 

$26,296,466.20 

$ 2,041,453.06 
3,937,239.28 
9,325,961.04 
3,013,335.50 

158,330.65 
886,274.87 

1,815,291.58 
948,827.59 

29, 137.29 
2,027,348.75 
2, 113,266.59 

$26,296,466.20 

1,1 Represents accrued interest on the Bonds from April 1, 2005 to the closing date. 
1' 1 Represents an amount equal to the Bond Reserve Account Requirement on the Bonds attributable to 

each respective Corporation. 
131 Includes legal costs, accounting costs, third-party consultant costs, printing costs, bond insurance 

premium, rating agency fees, Trustee fees, Authority fees, underwriting discount, Cal-Mortgage premium 
and fees, and other miscellaneous costs of issuance of the Bonds. 
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THE REFUNDINGS 

The following series of bonds have previously been issued, portions of which were used 
to make the Prior Loans to the Corporations: 

• $3, 160,000 California Health Facilities Financing Authority Insured Revenue 
Bonds (Asian Community Center), 1992 Refunding Series D (the "19920 Asian 
Community Bonds"); and 

• $4,700,000 California Health Facilities Financing Authority Insured Revenue 
Bonds (The California Autism Foundation, Inc.), 1995 Series A (the "1995A 
California Autism Bonds"). 

• $19,405,000 California Health Facilities Financing Authority Insured Health 
Facility Revenue Bonds (Small Facilities Pooled Loan Program), Series B (1994) 
(the "STARTS Bonds"); 

• $10,385,000 Local Medical Facilities Financing Authority Certificates of 
Participation (Insured California Health Clinic Projects) (the "1990 Local Med 
COPs"); 

• $7,225,000 California Health Facilities Financing Authority Insured Revenue 
Bonds (Clinicas del Camino Real, Inc.), 1995 Series A (the "1995A Clinicas 
Bonds"); 

• $5,735,0000 California Health Facilities Financing Authority Insured Revenue 
Bonds (Feedback Foundation, Inc., Olive Crest Treatment Centers and Southern 
California Alcohol & Drug Programs, Inc.), 1992 Series A (the "1992A CHFFA 
Bonds"); 

Asian Community Center of Sacramento Valley. Inc. ("Asian Community"). A portion of 
the Bonds will refund the 1992D Asian Community Bonds. The proceeds of the 1992D Asian 
Community Bonds loaned to Asian Community was used to finance and refinance the 
acquisition, construction, installation, and/or equipping of projects at the health care facility 
owned and operated by Asian Community at 7801 Rush River Drive, Sacramento, California. 
Asian Community will use the proceeds of its Loan to refinance the above-mentioned loan. 

The California Autism Foundation, Inc .• ("California Autism"). A portion of the Bonds 
will refund the 1995A California Autism Bonds. The proceeds of the 1995A California Autism 
Bonds loaned to California Autism was used to finance and refinance the acquisition, 
construction, installation, and/or equipping of projects at the following health care facilities, 
owned and operated by California Autism: (a) 4075 Lakeside Drive, Richmond, California, (b) 
982 Marlesta Road, Pinole, California, (c) 2632 Appaloosa Trail, Pinole, California, (d) 3595 
Morningside Drive, El Sobrante, California, (e) 371 Devon Drive, San Rafael, California, and (f) 
27 Carter Court, El Sobrante, California. California Autism will use the proceeds of its Loan to 
refinance the above-mentioned loan. 

Clinicas del Camino Real. Inc. ("Cllnicas"). A portion of the Bonds will refund (i) the 
portion of the STARTS Bonds relating to Clinicas, (ii) the portion of the 1990 Local Med COPs 
relating to Clinicas, and (iii) the 1995A Clinicas Bonds. A portion of the STARTS Bonds loaned 
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to Clinicas, in the principal amount of $550,000, was used to finance and refinance the 
acquisition, construction, installation, and/or equipping of projects at the following health care 
facilities, owned and operated by Clinicas: (a) Clinica de la Communidad Oxnard, 650 Meta 
Street, Oxnard, California; and (b) Ojai Community Health Center, 1250 Maricopa Highway, 
Ojai, California. In addition, the portion of the proceeds of the 1990 Local Med COPs loaned to 
Ciinicas, in the principal amount of $2,800,000, was used to finance and refinance the 
acquisition, construction, installation, and/or equipping of projects at the following health care 
facilities, owned and operated by Clinicas: (a) 650 Meta Street, Oxnard, California, (b) 1280 
South Wells Road, Saticoy, California, and (c) 355 Central Avenue, Fillmore, California. The 
proceeds of the 1995A Clinicas Bonds in the principal amount of $7,225,000 was loaned to 
Ciinicas used to finance and refinance the acquisition, construction, installation, and/or 
equipping of projects at the health care facilities owned and operated by Clinicas at 200 South 
Wells Road, Ventura, California. Clinicas will use the proceeds of its Loan to refinance the 
above-mentioned loans. 

Community Medical Centers. Inc. ("Community Medical"). A portion of the Bonds will 
refund the portion of the STARTS Bonds relating to Community Medical. The portion of the 
STARTS Bonds loaned to Community Medical (under its prior name, Agricultural Workers' 
Health Centers, Inc.), in the principal amount of $3,050,000, was used to finance and refinance 
the acquisition, construction, installation, and/or equipping of projects at the following health 
care facilities, owned and operated by Community Medical: (a) San Joaquin Valley Health 
Center, Dental Clinic, 230 North California Street, Stockton, California; and (b) Channel Medical 
Center. 701 East Channel Street, Stockton, California and a parking lot for the facility. 
Community Medical will use the proceeds of its Loan to refinance the above-mentioned loan. In 
addition to the refunding component of Community Medical's use of its Loan proceeds, a portion 
of the Bonds will be loaned to Community Medical as new money for capital improvements to its 
facilities. 

Social Model Recovery Systems, Inc. ("Social Model"\. A portion of the Bonds will 
refund the portion of the STARTS Bonds relating to Social Model. The portion of the STARTS 
Bonds loaned to Social Model, in the principal amount of $935,000. was used to finance and 
refinance the acquisition, construction, installation, and/or equipping of projects at the following 
health care facility, owned and operated by Social Model: Touchstones Adolescent Alcohol and 
Drug Treatment Services, 525 North Parker Street, Orange, California. Social Model will use the 
proceeds of its Loan to refinance the above-mentioned loan. 

Southern California Alcohol & Drug Programs. Inc. ("SCADP"\. A portion of the Bonds 
will refund (i) the portion of the STARTS Bonds relating to SCADP, and (ii) the portion of the 
1992A CHFFA Bonds loaned to SCADP. The portion of the STARTS Bonds loaned to SCADP 
in the principal amount of $775,000, was used to finance and refinance the acquisition, 
construction, installation. and/or equipping of projects at the following health care facilities, 
owned and operated by SCADP: (a) Baby Step Inn, 1755 Freeman Avenue, Long Beach, 
California; and (b) Awakenings, 12322 Clearglenn Avenue, Whittier, California. In addition, the 
proceeds of the 1992A CHFFA Bonds loaned to SCADP in the principal amount of $1,315,000, 
was used to finance and refinance the acquisition, construction, installation, and/or equipping of 
projects at the health care facility owned and operated by SCADP at 2212 & 2218 N. Placentia 
Avenue, Costa Mesa, California. SCADP will use the proceeds of its Loan to refinance the 
above-mentioned loans. 

Verdugo Mental Health ("Verdugo"\. A portion of the Bonds will refund the portion of the 
STARTS Bonds relating to Verdugo. The portion of the STARTS Bonds loaned to Verdugo, in 
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the principal amount of $1,000,000, was used to finance and refinance the acquisition, 
construction, installation, and/or equipping of projects at the following health care facilities, 
owned and operated by Verdugo: (a) Verdugo Mental Health, 1534-1552 East Colorado, 
Glendale, California; and (b) Administration Offices, 313 Lincoln Street, Glendale, California. 
Verdugo will use the proceeds of its Loan to refinance the above-mentioned loan. 

Proceeds of the Bonds will also be used to fund the Bond Reserve Account in an 
amount equal to the Bond Reserve Account Requirement; pay certain insurance premiums 
applicable to the Bonds, fund the certification and inspection fee of the Office and to pay a 
portion of the costs of issuing the Bonds. See "ESTIMATED SOURCES AND USES OF 
FUNDS" above. 

Escrow Agreements. Pursuant to various Escrow Deposit and Trust Agreements, 
proceeds of the Bonds in an amount sufficient to pay all outstanding principal, interest and 
redemption premium due with respect to the applicable previously issued bonds being refunded 
will be deposited with respective escrow holders on the Closing Date and held in escrows until 
applied to the payment and redemption of the such prior bonds on their respective redemption 
dates. 

Verification Report. Upon delivery of the Bonds, the sufficiency of the amounts 
deposited in each escrow for refunding of the applicable previously issued bonds being 
refunded relating to the: (i) adequacy of forecasted receipts of principal and interest on the 
Federal Securities and cash held pursuant to the various escrows; (ii) forecasted payments of 
principal and interest with respect to the applicable previously issued bonds being refunded on 
and prior to their projected maturity and/or redemption dates; and (iii) yields on the applicable 
previously issued bonds being refunded and on obligations and other securities to be deposited 
pursuant to the various Escrow Deposit and Trust Agreements upon delivery of the Bonds, will 
be verified by Grant Thornton LLP, independent certified public accountants. Such verification 
shall be based solely upon information and assumptions supplied by the Underwriter. Grant 
Thornton LLP has not made a study or evaluation of the information and assumptions on which 
such computations are based and, accordingly, has not expressed an opinion on the data used, 
the reasonableness of the assumptions or the achievability of the forecasted outcome. 

-9-



THE BONDS 

General 

The Bonds will be dated April 1, 2005, and will bear interest at the rates set forth on the 
cover page of this Official Statement, payable semi-annually on each October 1 and April 1, 
commencing October 1, 2005. Subject to the redemption provisions set forth below, the Bonds 
will be payable at the principal corporate trust office of the Trustee, in Seattle, Washington. 
Interest on the Bonds will be payable by check mailed by the Trustee on each interest payment 
date to the registered owners thereof as of the 15th day of the calendar month preceding the 
interest payment date (a "Record Date") at the address shown on the registration books 
maintained by the Trustee. Upon written request of any owner of at least $1,000,000 aggregate 
principal amount of Bonds received by the Trustee before the Record Date, interest will be paid 
by wire transfer to an account within the United States. The Bonds are issuable only in fully 
registered form in denominations of $5,000 or any integral multiple thereof. So long as the 
book-entry system is in effect with respect to the Bonds, payments of the principal of and 
premium (if any) and interest on the Bonds will be made by the Trustee to The Depository Trust 
Company ("DTC") or its nominee. See "Book-Entry System" below. 

Redemption 

Optional Redemption. The Bonds maturing on or prior to April 1, 2015 are not subject 
to redemption prior to their respective stated maturity. The Bonds maturing on April 1, 2025 are 
subject to redemption prior to their respective stated maturity, at the option of the Authority 
(which option shall be exercised as directed by a Corporation), in whole or in part by lot (in such 
maturities as are designated by a Corporation, or if the Corporation fails to so designate, in 
inverse order of maturity, and by lot within a maturity) on any date, upon forty-five (45) days 
prior written notice to the Trustee from the Corporation, from any source of available moneys, 
on or after April 1, 2015, at the principal amount thereof to be redeemed, together with accrued 
interest to the date fixed for redemption without premium. 

Special Redemption. The Bonds are also subject to redemption prior to their 
respective stated maturities at the option of the Authority (which option shall be exercised as 
directed by a Corporation) in whole on any date, or in any part (in such amounts and of such 
maturities as may be specified by such Corporation, or if the Corporation fails to designate such 
maturities, in inverse order of maturity and by lot) on any interest payment date, upon forty-five 
(45) days prior written notice to the Trustee from the Corporation, from moneys required to be 
deposited in the Special Redemption Account pursuant to the respective Loan Agreement, at 
the principal amount thereof plus accrued interest to the date fixed for redemption, without 
premium. 
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Mandatory Sinking Account Redemption. The Bonds maturing April 1, 2025 are also 
subject to mandatory redemption prior to their stated maturity in part by lot on each April 1 as 
shown below, from mandatory sinking account payments required to be deposited under the 
Indenture at the principal amount thereof together with interest accrued thereon to the date fixed 
for redemption, without premium. The mandatory sinking account payments to be made are 
shown below. 

Sinking Fund 
Redemption Date 

(April 1) 
2016 
2017 
2018 
2019 
2020 

Principal 
Amount 

$1,215,000 
1,275,000 
1,330,000 
1,405,000 
1,480,000 

Sinking Fund 
Redemption Date 

(April 1) 
2021 
2022 
2023 
2024 
2025 (maturity) 

Principal 
Amount 

$1,340,000 
1,325,000 

550,000 
485,000 
510,000 

General Redemption Provisions. Notice of redemption shall be mailed by first class 
mail to the Holders of any Bonds designated for redemption at their addresses appearing on the 
registration books of the Trustee, not less than 30 days nor more than 60 days prior to the 
redemption date. Failure of the Trustee to give notice to a Bondholder or any defect in such 
notice shall not affect the validity of the redemption of any of the Bonds for which notice of 
redemption was given in accordance with the Indenture. 

Each notice of redemption shall state the redemption date, the place or places of 
redemption, the maturities, the date of issue of the Bonds, the CUSIP number (if any) of the 
maturity or maturities and, if less than all of any such maturity, the distinctive numbers (or 
inclusive ranges of distinctive numbers) of the Bonds of such maturity, to be redeemed and, in 
the case of Bonds to be redeemed in part only, the respective portions of the principal amount 
thereof to be redeemed. Each such notice shall also state that on said date there will become 
due and payable on each of said Bonds the Redemption Price thereof or of said specified 
portion of the principal amount thereof in the case of a fully registered Bond to be redeemed in 
part only, together with interest accrued thereon to the redemption date, and that from and after 
such redemption date interest thereon shall cease to accrue, and shall require that such Bonds 
be then surrendered. Neither the Authority nor the Trustee shall have any responsibility for any 
defect in the CUSIP number that appears on any Bond or in any redemption notice with respect 
thereto, and any such redemption notice may contain a statement to the effect that CUSIP 
numbers have been assigned by an independent service for convenience of reference and that 
neither the Authority nor the Trustee shall be liable for any inaccuracy in such numbers. 

From and after the redemption date, the Bonds so called for redemption shall cease to 
accrue interest or be entitled to any benefit or security under the Indenture, and the Holders of 
said Bonds shall have no rights in respect thereof except to receive payment of the Redemption 
Price plus accrued interest to the redemption date. 

So long as the book-entry system is in effect with respect to the Bonds, all notices of 
redemption will be mailed to DTC (or its nominee), as the holder of the Bonds. See "Book-Entry 
System" below. 
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Debt Service Requirements 

The following table sets forth for the Bonds the amounts required to be paid for each 
year ended April 1 for the scheduled payments of principal and interest on the Bonds. For the 
corresponding portion of principal and interest payments to be made by each Corporation under 
the respective Loan Agreements. see the information for each Corporation contained in 
Appendix A. 

Year Ending Principal Total Bonds 
(April 1) Payments Interest Interest Debt Service 

2006 $ 570,000.00 $ 953,583.76 $ 953,583.76 $ 1,523,583.76 
2007 1,065,000.00 936,483.76 936,483.76 2,001,483.76 
2008 1, 105,000.00 904,533.76 904,533.76 2,009,533.76 
2009 1.145,000.00 871,383.76 871,383.76 2,016,383.76 
2010 1, 180,000.00 831,308.76 831,308.76 2,011,308.76 
2011 1,220,000.00 790,008.76 790,008.76 2,010,008.76 
2012 1,255,000.00 746,088.76 746,088.76 2,001,088.76 
2013 1,315,000.00 700,908.76 700,908.76 2,015,908. 76 
2014 1,370,000.00 652,253.76 652,253.76 2,022,253. 76 
2015 1,405,000.00 600,193.76 600,193.76 2,005, 193.76 
2016 1,215,000.00 545,750.00 545,750.00 1,760,750.00 
2017 1,275,000.00 485,000.00 485,000.00 1,760,000.00 
2018 1,330,000.00 421,250.00 421,250.00 1, 751,250.00 
2019 1,405,000.00 354,750.00 354,750.00 1, 759, 750.00 
2020 1,480,000.00 284,500.00 284,500.00 1, 764,500.00 
2021 1,340,000.00 210,500.00 210,500.00 1,550,500.00 
2022 1,325,000.00 143,500.00 143,500.00 1,468,500.00 
2023 550,000.00 77,250.00 77,250.00 627,250.00 
2024 485,000.00 49,750.00 49,750.00 534,750.00 
2025 510 000.00 25 500.00 25,500.00 535,500.00 
Total $22,545,000.00 $10,584,497.60 $10,584,497.60 $33, 129,497.60 

Book-Entry System 

The Depository Trust Company, New York, New York ("DTC"), will serve as securities 
depository under a book-entry system for the Bonds with no physical distribution of Bonds made 
to the public. The ownership of one fully registered Bond in the aggregate principal amount of 
the Bonds will be registered in the name of Cede & Co., as nominee for DTC. EXCEPT AS 
PROVIDED BELOW, SO LONG AS CEDE & CO., AS NOMINEE FOR DTC, IS THE 
REGISTERED OWNER OF THE BONDS, REFERENCES HEREIN TO THE BONDHOLDERS 
OR HOLDERS, OWNERS OR REGISTERED OWNERS OF THE BONDS SHALL MEAN CEDE 
& CO. AND SHALL NOT MEAN THE BENEFICIAL OWNERS OF THE BONDS. 

DTC is a limited purpose company organized under the laws of the State of New York, a 
member of the Federal Reserve System, a "clearing corporation" within the meaning of the New 
York Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions 
of Section 17A of the Securities Exchange Act of 1934, as amended. DTC was created to hold 
securities of its participants (the "DTC Participants") and to facilitate the clearance and 
settlement of securities transactions among DTC Participants in such securities through 
electronic book-entry changes in accounts of the DTC Participants, thereby eliminating the need 
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for physical movement of securities certificates. OTC Participants include securities brokers 
and dealers, banks, trust companies, clearing corporations and certain other organizations, 
some of whom (and/or their representatives) own OTC. Access to the OTC system is also 
available to others such as banks, brokers, dealers and trust companies that clear through or 
maintain a custodial relationship with a OTC Participant, either directly or indirectly (the "Indirect 
OTC Participants"). 

Beneficial ownership interests in the Bonds may be purchased by or through OTC 
Participants. The holders of these beneficial ownership interests are referred to herein as the 
"Beneficial Owners." Such OTC Participants and the persons for whom they acquire interests in 
the Bonds, as nominees, will not receive a Bond certificate, but each OTC Participant will 
receive a credit balance in the records of OTC in the amount of such OTC Participant's interest 
in the Bonds, which will be confirmed in accordance with DTC's standard procedures. 
Beneficial Owners of Bonds will not receive certificates representing their beneficial ownership 
interests in the Bonds, unless use of the book-entry system is discontinued, as described below. 

Transfers of beneficial ownership interests in the Bonds which are registered in the 
name of Cede & Co., as nominee of OTC, will be accomplished by book entries made by OTC 
and in turn by the OTC Participants and Indirect OTC Participants who act on behalf of the 
Beneficial Owners of the Bonds. For every transfer and exchange of beneficial ownership in the 
Bonds, the Beneficial Owners may be charged a sum sufficient to cover any tax, fee or other 
governmental charge that may be imposed in relation thereto. 

For so long as the Bonds are registered in the name of OTC or its nominee, Cede & Co., 
the Authority, the Corporations and the Trustee will recognize only OTC or its nominee, Cede & 
Co., as the owner of the Bonds for all purposes, including receipt of all payments, notices 
(except as set forth in the Indenture), voting and requesting or directing the Trustee to take or 
not to take, or consenting to, certain actions under the Indenture. Conveyance of notices and 
other communications by OTC to OTC Participants, by OTC Participants to Indirect OTC 
Participants and by OTC Participants and Indirect OTC Participants to Beneficial Owners of the 
Bonds will be governed by arrangements among OTC, OTC Participants, Indirect OTC 
Participants and Beneficial Owners, subject to any statutory and regulatory requirements as 
may be in effect from time to time. 

Principal, sinking fund, redemption price and interest payments on the Bonds will be 
made by the Trustee to OTC or to its nominee, Cede & Co., as registered owner of the Bonds. 
Disbursement of such payments to the Beneficial Owners will be solely the responsibility of the 
OTC Participants and, when appropriate, Indirect OTC Participants. Upon receipt of moneys, 
DTC's current practice is to credit immediately the accounts of the OTC Participants in 
accordance with their respective holdings shown on the records of OTC. Payments by OTC 
Participants and Indirect OTC Participants to Beneficial Owners will be governed by standing 
instructions of the Beneficial Owners and customary practices, as is now the case with 
municipal securities held for the accounts of customers in bearer form or registered in "street 
name." Such payments will be the sole responsibility of such OTC Participant or Indirect OTC 
Participant and not of the Corporations, the Trustee or the Authority, subject to any statutory 
and regulatory requirements as may be in effect from time to time. 

THE AUTHORITY, THE CORPORATIONS, THE UNDERWRITER, AND THE TRUSTEE 
CANNOT AND DO NOT GIVE ANY ASSURANCES THAT THE OTC PARTICIPANTS OR THE 
INDIRECT OTC PARTICIPANTS WILL DISTRIBUTE TO THE BENEFICIAL OWNERS OF THE 
BONDS (I) PAYMENTS OF PRINCIPAL OR REDEMPTION OR PURCHASE PRICE OF, 
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PREMIUM, IF ANY, OR INTEREST ON THE BONDS, (11) CERTIFICATES REPRESENTING 
AN OWNERSHIP INTEREST OR OTHER CONFIRMATION OF BENEFICIAL OWNERSHIP 
INTERESTS IN THE BONDS, OR (Ill) REDEMPTION OR OTHER NOTICES SENT TO OTC 
OR CEDE & CO., AS NOMINEE FOR OTC AND AS THE REGISTERED OWNER OF THE 
BONDS, OR THAT THEY WILL DO SO ON A TIMELY BASIS OR THAT OTC, OTC 
PARTICIPANTS OR INDIRECT OTC PARTICIPANTS WILL SERVE AND ACT IN THE 
MANNER DESCRIBED IN THIS OFFICIAL STATEMENT. THE CURRENT "RULES" 
APPLICABLE TO OTC ARE ON FILE WITH THE SECURITIES AND EXCHANGE 
COMMISSION, AND THE CURRENT "PROCEDURES" OF OTC TO BE FOLLOWED IN 
DEALING WITH OTC PARTICIPANTS ARE ON FILE WITH OTC. 

THE AUTHORITY, THE CORPORATIONS, THE UNDERWRITER AND THE TRUSTEE 
WILL NOT HAVE ANY RESPONSIBILITY OR OBLIGATION TO ANY OTC PARTICIPANT, 
INDIRECT OTC PARTICIPANT OR ANY BENEFICIAL OWNER OR ANY OTHER PERSON 
WITH RESPECT TO: (I) THE BONDS; (II) THE ACCURACY OF ANY RECORDS MAINTAINED 
BY OTC OR ANY OTC PARTICIPANT OR INDIRECT OTC PARTICIPANT; (Ill) THE PAYMENT 
BY OTC, ANY OTC PARTICIPANT OR INDIRECT OTC PARTICIPANT OF ANY AMOUNT DUE 
TO ANY BENEFICIAL OWNER IN RESPECT OF THE PRINCIPAL OR REDEMPTION OR 
PURCHASE PRICE OF AND PREMIUM, IF ANY, AND INTEREST ON THE BONDS; (IV) THE 
DELIVERY OR TIMELINESS OF DELIVERY BY OTC, ANY OTC PARTICIPANT OR INDIRECT 
OTC PARTICIPANT OF ANY NOTICE TO ANY BENEFICIAL OWNER WHICH IS REQUIRED 
OR PERMITTED UNDER THE TERMS OF THE INDENTURE TO BE GIVEN TO BENEFICIAL 
OWNERS; (V) THE SELECTION OF BENEFICIAL OWNERS TO RECEIVE PAYMENTS IN 
THE EVENT OF ANY PARTIAL REDEMPTION OF THE BONDS; OR (VI) ANY CONSENT 
GIVEN OR OTHER ACTION TAKEN BY OTC OR ITS NOMINEE, CEDE & CO., AS THE 
REGISTERED OWNER OF THE BONDS. 

In the event of an insolvency of OTC, if OTC has insufficient securities in its custody 
(e.g., due to theft or loss) to satisfy the claims of its OTC Participants or Indirect OTC 
Participants with respect to deposited securities and is unable by application of (i) cash deposits 
and securities pledged to OTC to protect OTC against losses and liabilities, (ii) the proceeds of 
insurance maintained by OTC and/or its OTC Participants or Indirect OTC Participants or (iii) 
other resources, to obtain securities necessary to eliminate the insufficiency, no assurances can 
be given that OTC Participants or Indirect OTC Participants will be able to obtain all of their 
deposited securities. 

The information in this section concerning OTC and DTC's book-entry system has been 
obtained from OTC, and the Authority and the Corporations take no responsibility for the 
accuracy thereof. 
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SECURITY FOR THE BONDS 

California Health Facility Construction Loan Insurance Program 

Description. Each Corporation has received a conditional commitment for insurance 
from the Office of the Authority's payment of the principal of and the interest on the Bonds. The 
California Health Facility Construction Loan Insurance Program (the "Program") is authorized 
by Article XVI, Section 4 of the California Constitution and is provided for in the Insurance Law. 
The Program is operated by the Office, which has adopted regulations implementing the 
Program. Under the Insurance Law, the Office is currently authorized to insure health facility 
construction, improvement and expansion loans, as specified in the Insurance Law, to a total of 
not more than $3,000,000,000. The insurance of payment of the principal of and interest on the 
Bonds is evidenced by the Contract of Insurance and the Regulatory Agreement, both of which 
will be entered into by the Office, the Authority and the Corporation, concurrently with the 
execution and delivery of the Bonds. The Regulatory Agreement sets out many of the financial 
covenants of the Corporation relating to, among other things, the maintenance of specified debt 
service coverage levels and the limitations on incurrence of additional indebtedness or 
disposition of assets by the Corporation. Prospective holders of the Bonds should note that the 
provisions of the Regulatory Agreement may be amended with the consent of the Office without 
the necessity of obtaining the consent of the holders of the Bonds or the holders of Parity Debt. 
See "Rights of the Office Under the Regulatory Agreement" herein and APPENDIX C -
"SUMMARY OF PRINCIPAL DOCUMENTS-Regulatory Agreement" hereto. 

The full amount of the principal of and interest, but no redemption premium, if any, on 
the Bonds is insured, under the Program and is backed by the full faith and credit of the State. 
Reference is made to the official statement relating to the general obligation bonds most 
recently issued by the State (at www.treasurer.ca.gov, under the heading "Bonds - Public 
Finance"), annual reports filed by the State with nationally recognized municipal securities 
information repositories and relating to the State's general obligation bonds for financial 
information relating to the general fund of the State and the biennial Actuarial and Asset 
Allocation Study for the Program, available upon request from the Office. 

Insurance Law section 129050, subsection (a) requires that a loan must be secured by a 
first mortgage, first deed of trust, or first priority lien on an interest of the borrower in real 
property and any other security agreement as the Office may require. For this purpose, each 
Corporation will grant a security interest in its Gross Revenues under its Loan Agreement and 
will enter into a first Deed of Trust. See "SECURITY AND SOURCE OF PAYMENT FOR THE 
BONDS-Pledge Under the Indenture; Pledge of Gross Revenues" and "-Deed of Trust" 
herein and APPENDIX C -- "SUMMARY OF PRINCIPAL DOCUMENTS-Deed of Trust" hereto. 

The Program is financed by an application fee of 0.5 percent of the loan applied for, but 
not to exceed $500 (Insurance Law section 129090), an inspection fee not in excess of 0.4 
percent of the Corporation loan that is insured (Insurance Law section 129035), and an 
insurance premium due in full at closing not in excess of 3.0 percent of the total amount of 
principal and interest payable over the term of the loan. (Insurance Law section 129040). The 
fees and premiums charged are deposited in the Health Facility Construction Loan Insurance 
Fund (the "HFCLIF") that is established by the Insurance Law (sections 129010, subsection (g) 
and 129200) and used to defray administrative expenses of the Program, to cure defaults on 
loans and to pay principal of and interest on debentures issued by the Treasurer of the State in 
payment of insurance claims. 
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Incontestability. Under Insurance Law section 129110, the Contract of Insurance is 
incontestable from the date of execution thereof, except in case of fraud or misrepresentation on 
the part of the lender. 

Cancellation. The Insurance Law and the Contract of Insurance impose certain 
continuing obligations on each Corporation as a condition of insuring the Bonds but specify that 
the remedies for breach of these obligations shall not include withdrawal or cancellation of the 
insurance. The insurance provided by the Contract of Insurance will terminate in the event that 
the Bonds are defeased pursuant to the Indenture. 

Benefits Upon Default. If there is an event of default as specified under the Indenture 
("Event of Default"), the Trustee must notify the Office. The Trustee also must notify the Office 
if thirty days prior to an interest or principal payment date there are not sufficient available 
moneys held by the Trustee in the Revenue Fund (other than in the Bond Reserve Account) to 
make the next payment of principal or interest on the Bonds. 

Pursuant to the Regulatory Agreement, if there is an Event of Default and the Trustee 
has notified the Office that available moneys in the Principal and Interest Accounts will be 
insufficient to pay in full the next succeeding payment of interest and/or principal when due, the 
Office shall cause a sufficient amount to be deposited in the Principal Account and/or Interest 
Account at least three Business Days prior to the date on which such payment is due. The 
money will come from the Bond Reserve Account held under the Indenture or from the HFCLIF. 
The obligation of each Corporation to repay any money advanced from the HFCLIF is secured 
by its respective Deed of Trust. 

Following an Event of Default, the Office may either (i) continue to approve such 
transfers or make such payments described in the preceding paragraph as are necessary to 
provide for the timely payment of the principal of and interest on the Bonds, (ii) accept title to the 
Facilities from the Trustee upon foreclosure pursuant to the Deed of Trust or otherwise, (iii) 
accept an assignment of the security interest created under the Deed of Trust and of all claims 
under the Loan Agreement, or (iv) instruct the Trustee to declare the principal of all Bonds 
related to the defaulting Corporation in default then outstanding and the interest due thereon to 
be immediately due and payable and make such payment from the HFCLIF. The Regulatory 
Agreement provides that, upon receipt by the Office of title to the Facilities or assignment of the 
security interest in the Deed of Trust and upon surrender of the Bonds to the Office, the Office 
shall notify the Treasurer of the State and the Treasurer shall issue debentures to the Trustee 
for the benefit of the holders of the Bonds so surrendered in an amount equal to the total face 
value of the outstanding principal of and accrued but unpaid interest on the Bonds, for the term 
and at the interest rate payable on the Bonds. 

While the Office has not requested the issuance of and the Treasurer of the State has 
not issued any such debentures and while definitive procedures for their issuance have not 
been established, including procedures covering matters such as compliance with the 
provisions of the Code and the Treasury Regulations promulgated thereunder, the Office has all 
necessary power to establish such procedures, and it is expected that such procedures would 
be established and that interest on such debentures would not be includable in the gross 
income of the holders of the Bonds for purposes of federal income taxation and would be 
exempt under the law as in effect on the date hereof from State personal income taxes. Upon 
the occurrence of certain Events of Default under the Indenture, there is the possibility that the 
interest on the Bonds could become subject to federal income taxation. The Indenture provides 
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that there shall be no acceleration of the principal of and interest on the Bonds in the Event of 
Default under the Indenture without the consent of the Office. If the Bonds were declared 
taxable by the Internal Revenue Service (the "IRS") or another appropriate authority, thereby 
resulting in an Event of Default under the Indenture, and if the Office did not consent to an 
acceleration, the Bondholders would continue to receive interest payments, but those interest 
payments would not be excludable from gross income for federal income tax purposes. See 
APPENDIX C -- "SUMMARY OF PRINCIPAL DOCUMENTS-The Indenture-Events of Default 
and Acceleration of Maturities." 

Under the Insurance Law, payments of principal of and interest on the Bonds or 
payments on the debentures would be made by the Office from the HFCLIF. 

At the request of the Office, Milliman USA ("Milliman") completed a study in February of 
2003 (the "2002 Actuarial Study") to evaluate, among other matters, (I) the reserve sufficiency 
of the HFCLIF as of June 30, 2002; and (2) the risk to the State General Fund from the 
Program. In the 2002 Actuarial Study, Milliman concluded that the HFCLIF, as of June 30, 2002, 
which at that time had approximately $181 million, appeared to be sufficient, assuming "normal 
and expected" conditions, and that the HFCLIF should maintain a positive balance over a period 
of 15 years. Even assuming abnormal and unexpected events, Milliman found that HFCLIF 
reserves would protect against any General Fund losses for 11 years. As of January 31, 2005, 
the principal amount of loans insured under the Program was $1,275,979, 113 and the cash 
balance of the HFCLIF was approximately $175,594,585. A copy of the 2002 Actuarial Study is 
available upon request to: Office of Statewide Health Planning and Development, Cal-Mortgage 
Loan Insurance Division, 300 Capitol Mall, Suite 1500, Sacramento, CA 95814, Telephone: 
(916) 324-9957; email: cminsure@oshpd.ca.gov. 

The moneys in the HFCLIF are continuously appropriated to pay obligations insured by 
the Office under the Insurance Law. Insurance Law section 129215 states: "The Health Facility 
Construction Loan Insurance Fund, established pursuant to Section 129200, shall be a trust 
fund and neither the fund nor the interest or other earnings generated by the fund shall be used 
for any purpose other than those purposes authorized by this chapter." 

In the event that the Office fails to make any payments when due, the State Treasurer 
will be obligated to pay such amounts authorized to be appropriated to the holders of the 
debentures. As stated in Insurance Law section 129160, subsection (b), "In the event of a 
default, any debenture issued under this article shall be paid on a par with general obligation 
bonds issued by the state." 

See "RATING" herein for a discussion of the rating the Bonds are expected to receive 
due to the insurance by the Office of the Bonds. 

FOR A FURTHER DESCRIPTION OF THE PROVISIONS OF THE REGULATORY 
AGREEMENT AND THE CONTRACT OF INSURANCE, SEE APPENDIX C - "SUMMARY OF 
PRINCIPAL DOCUMENTS." 

Bankruptcy. In the event of bankruptcy of a Corporation, the rights and remedies of the 
Holders of the Bonds are subject to various provisions of the federal Bankruptcy Code. If a 
Corporation were to file a petition in bankruptcy, payments made by the Corporation during the 
90-day (or perhaps one-year) period immediately preceding the filing of such petition may be 
avoidable as preferential transfers to the extent such payments allow the recipients thereof to 
receive more than they would have received in the event of the Corporation's liquidation. 
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Security interests and other liens granted to a Trustee and perfected during such preference 
period also may be avoided as preferential transfers to the extent such security interest or other 
lien secures obligations that arose prior to the date of such perfection. Such a bankruptcy filing 
would operate as an automatic stay of the commencement or continuation of any judicial or 
other proceeding against the Corporation and its property and as an automatic stay of any act or 
proceeding to enforce a lien upon or to otherwise exercise control over its property as well as 
various other actions to enforce, maintain or enhance the rights of a Trustee. If the bankruptcy 
court so ordered, the property of the Corporation, including accounts receivable and proceeds 
thereof, could be used for the financial rehabilitation of the Corporation despite any security 
interest of a Trustee therein. The rights of the Trustee to enforce its security interests and other 
liens it may have could be delayed during the pendency of the rehabilitation proceeding. 

A Corporation could file a plan for the adjustment of its debts in any such proceeding, 
which plan could include provisions modifying or altering the rights of creditors generally or any 
class of them, secured or unsecured. The plan, when confirmed by a court, binds all creditors 
who had notice or knowledge of the plan and, with certain exceptions, discharges all claims 
against the debtor to the extent provided for in the plan. No plan may be confirmed unless 
certain conditions are met, among which are conditions that the plan be feasible and that it shall 
have been accepted by each class of claims impaired thereunder. Each class of claims has 
accepted the plan if at least two-thirds in dollar amount and more than one-half in number of the 
class cast votes in its favor. Even if the plan is not so accepted, it may be confirmed if the court 
finds that the plan is fair and equitable with respect to each class of non-accepting creditors 
impaired thereunder and does not discriminate unfairly. 

Pursuant to the Indenture, the Office shall have the right to vote in the place and stead of 
all Holders of Bonds with respect to any plan of reorganization on any agreement for 
composition of creditors and on any assignment for the benefit of creditors. 

In the event of bankruptcy of a Corporation, there is no assurance that certain 
covenants, including tax covenants, contained in the Loan Agreement or other documents 
would survive. Accordingly, a bankruptcy trustee could take action that would adversely affect 
the exclusion of interest on the Bonds from gross income for federal income tax purposes. 

Rights of the Office Under the Regulatory Agreement. The Regulatory Agreement 
grants the Office extensive rights, including the right to attend and participate in all meetings of 
each Corporation's 'Boards of Directors. Additionally, the Regulatory Agreement prohibits the 
Corporation, without first obtaining the consent of the Office, from affiliating with, merging into, 
or consolidating with any individual, company, organization, partnership or other legal entity; 
transferring cash or cash equivalents to any entity, including but not limited to a subsidiary or an 
affiliate of the Corporation, without first satisfying certain financial covenants; selling, leasing, 
subleasing or otherwise disposing of all or portions of the real property subject to the Deed of 
Trust and, except in the ordinary course of business, buildings, improvements and tangible 
personal property located on such property; acquiring by gift, purchase, construction, merger or 
consolidation any property or equipment, except in the ordinary course of business; and 
entering into or terminating a contract to manage or operate all or substantially all of the 
Facilities with any individual, company, organization, partnership or other legal entity, including 
the Corporation's chief executive officers, chief financial officers and chief operations officers or 
all of those people who otherwise manage or operate all or substantially all of the Facilities, (the 
"Management Agent"). 
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Additionally, upon the occurrence of an event of default under the Regulatory 
Agreement, the Deed of Trust, the Indenture or the Loan Agreement, the Office may assume or 
direct managerial or financial control over the respective Corporation. Under such 
circumstances, the Office may terminate and replace the existing Management Agent with a 
new Management Agent selected by the Office and may remove and replace a majority of the 
Corporation's Board of Directors. See APPENDIX C - "SUMMARY OF PRINCIPAL 
DOCUMENTS - The Regulatory Agreement." 

Pledge Under the Indenture; Gross Revenues 

Subject to and for the purposes and on the terms and conditions set forth in the 
Indenture, there are pledged to secure the payment of the principal of, and interest on, the 
Bonds, all of the Revenues and any other amounts (including proceeds of the sale of the Bonds) 
held in any fund or account established pursuant to the Indenture (except the Rebate Fund). 
Subject to the terms of the Loan Agreements, the Gross Revenues of the Corporations are 
pledged to the payment of the respective Loan Repayments and to secure the payments of the 
principal of, and interest on their respective portions of the Bonds and Parity Debt. "Gross 
Revenues" means, in general, all revenues, income, receipts and money received in any period 
by or on behalf of a Corporation related to its Facilities (other than donor-restricted gifts, grants, 
bequests, donations and contributions). See APPENDIX A - "INFORMATION CONCERNING 
THE CORPORATIONS, "and APPENDIX c - "SUMMARY OF PRINCIPAL LEGAL 
DOCUMENTS - Definitions." The pledge constitutes a lien on, and security interest in, such 
assets. The Authority assigns to the Trustee, for the benefit of the Bondholders of the Bonds, 
all of the right, title and interest of the Authority in the Loan Agreements, the Contracts of 
Insurance and Regulatory Agreements. The Trustee shall be entitled to and shall be required to 
take all steps, actions and proceedings reasonably necessary in its judgment to enforce, either 
jointly with the Authority or separately, all of the rights of the Authority under the Loan 
Agreements, the Contracts of Insurance and the Regulatory Agreements. 

The Corporations agree that, so long as their respective portion of the Bonds remain 
outstanding under the Indenture, all of the respective Gross Revenues shall be deposited as 
soon as practicable upon receipt in a fund designated as the "Gross Revenue Fund" which 
each Corporation shall establish and maintain at such banking or financial institution or 
institutions located in the State of California as each Corporation shall designate for such 
purpose (the "Depository Bank(s)"). Subject only to the provisions of the Loan Agreements 
permitting the application thereof for the purposes and on the terms and conditions set forth 
therein, each Corporation pledges and, to the extent permitted by law, grants a security interest 
to the Trustee in its Gross Revenue Fund to secure the payment of the principal of and interest 
on the Bonds and Parity Debt of such Corporation. 

The pledge of Gross Revenues will be perfected to the extent that such security interest 
may be perfected by filing or notice under the Uniform Commercial Code of the State of 
California and may be subordinated to the interest and claims of others. Some examples of 
cases of subordination or prior claims are (i) statutory liens, (ii) rights arising in favor of the 
United States of America or any agency thereof, (ill) present or future prohibitions against 
assignment in any Federal statutes or regulations, (iv) constructive trusts, equitable liens or 
other rights impressed or conferred by any State or Federal court in the exercise of its equitable 
jurisdiction, (v) Federal or State of California bankruptcy laws that may affect the enforceability 
of the Indenture or pledge of Gross Revenues, (vi) rights of third parties in Gross Revenues 
converted to cash and not in the possession of the Trustee or the Depository Bank(s), (vii) 
provisions prohibiting the direct payment of amounts due to providers from Medi-Cal and other 
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governmental programs to persons other than such providers; (viii) certain judicial decisions that 
cast doubt upon the right of the Trustee, in the event of the bankruptcy of the Corporation, to 
collect and retain accounts receivable from Medi-Cal and other governmental programs; (ix) 
commingling of proceeds of Gross Revenues with other moneys of the Corporation not subject 
to the security interest in the Gross Revenues; and (x) claims that might arise if appropriate 
financing or continuation statements are not filed in accordance with the California Uniform 
Commercial Code, as from time to time in effect. In addition, it may not be possible to perfect a 
security interest in any manner whatsoever in certain types of Gross Revenues (e.g., gifts, 
donations, certain insurance proceeds and grants) prior to actual receipt by the Corporation for 
deposit in the Gross Revenue Fund. Further, it is uncertain whether a security interest may be 
granted in Medi-Cal and other governmental payments. While providers are currently prohibited 
from assigning such receivables, it is unclear whether this prohibition will be interpreted so as to 
preclude the granting of security interests. See "Parity Debt and Other Indebtedness" herein 
and APPENDIX A- "INFORMATION CONCERNING THE CORPORATIONS". 

Bond Reserve Account 

The Bond Reserve Account is required to be established under the Indenture, and within 
the Bond Reserve Account, the Trustee shall establish and maintain seven separate 
subaccounts. The Bond Reserve Account shall be maintained in an amount equal to the Bond 
Reserve Account Requirement. An amount equal to the Maximum Annual Bond Service 
requirement on the Bonds will be deposited in the Bond Reserve Account on the date of delivery 
of the Bonds. The designations and initial amounts deposited in the Bond Reserve Account are 
as follows: 

Corporation 
Asian Community Reserve Subaccount 
California Autism Reserve Subaccount 
Clinicas Reserve Subaccount 
Community Medical Reserve Subaccount 
Social Model Reserve Subaccount 
SCADP Reserve Subaccount 
Verdugo Reserve Subaccount 

Total 

Deposit to Respective 
Reserve Subaccount 

$ 255,852.50 
349,220.00 
802,071.25 
274,761.25 

84,750.00 
167,868.75 
92,825.00 

$2,027,348.75 

Subject to the condition that amounts in a particular subaccount in the Bond Reserve 
Account may be used only to supplement insufficient amounts received from the respective 
Corporation to which the subaccount relates, amounts in the Bond Reserve Account are 
available to be used and withdrawn by the Trustee for the purpose of making up any deficiency 
in the Interest Account or Principal Account (but, in each case, only with the consent of the 
Office) or (together with any other moneys available therefor) for the payment or redemption of 
all or a portion of Bonds then Outstanding. Each Loan Agreement requires the respective 
Corporation to make up any deficiencies, within one year, in the amount to be maintained in its 
respective subaccount. 
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"Bond Reserve Account Requirement" is defined in the Indenture to be, as of 
any date of calculation, an amount equal to the Maximum Annual Bond Service on all 
Bonds Outstanding as of such date or such larger amount as may be established as the 
Bond Reserve Account Requirement by any Supplemental Indenture. A portion of the 
Bond Reserve Account Requirement is funded from funds attributable to each respective 
Corporation. 

"Maximum Annual Bond Service" is defined in the Indenture as, as of any date 
of calculation, the sum of (a) the interest falling due on the Outstanding Bonds 
(assuming that all then Outstanding Serial Bonds are retired on their respective maturity 
dates and that ail then Outstanding Term Bonds are retired at the times and in the 
amounts provided for by Mandatory Sinking Account Payments), (b) the principal 
amount of then Outstanding Serial Bonds falling due by their terms, and (c) the 
aggregate amount of all Mandatory Sinking Account Payments required; all as computed 
for the Bond Year in which sum shall be largest. 

Deeds of Trust 

Each Corporation has executed its Deed of Trust pursuant to which the respective 
Corporation has granted to the trustee under its Deed of Trust for the benefit of the Office, 
holders of Parity Debt and the Trustee, a first lien on and security interest in its Facilities subject 
to Permitted Encumbrances and subject to the right of the respective Corporation (with the prior 
consent of the Office) to remove certain property from the lien on and security interest in the 
corresponding Deed of Trust. as security for the performance of the Corporation's obligations, 
pursuant to its Loan Agreement, its Regulatory Agreement, its Contract of Insurance and with 
respect such Parity Debt. For so long as the Office is obligated under the Contract of Insurance, 
all rights under the Deeds of Trust shall be exercised solely by the Office. With the consent of 
the Office, a Deed of Trust may be amended or terminated at any time without the necessity of 
obtaining the consent of the Trustee, the Authority or the holders of the Bonds or Parity Debt. 
AL TA title insurance policies on each of the Facilities in an aggregate amount not less than the 
principal amount of the Bonds will be delivered at the lime of issuance of the Bonds. See 
APPENDIX E - "SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Deeds of Trust with 
Fixture Filing and Security Agreement." 

Rate Covenant 

Under the Loan Agreements and the Regulatory Agreements, several of the 
Corporations are required to fix, charge and collect rates, fees and charges which are 
reasonably projected to be sufficient in each year to produce a minimum debt service coverage. 
For information relating to the rate covenant, See APPENDIX E - "SUMMARY OF PRINCIPAL 
LEGAL DOCUMENTS - Loan Agreements - Rates and Charges; Debt Coverage" and " - Events 
of Default; Remedies Upon Default" and " - Regulatory Agreements - Rates and Charges; Debt 
Coverage" and - "Loan Default Events; Remedies on Default." The Bonds will continue to be 
insured by the Office in the manner described above even if an Event of Default were to occur. 

Parity Debt and Other Indebtedness 

For a description of the outstanding debt of each Corporation, see "APPENDIX A -
INFORMATION ABOUT THE CORPORATIONS". 
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The Corporations may incur other obligations or indebtedness, in some cases on a parity 
basis with the obligations of the Corporation under its Loan Agreement, subject to the conditions 
set forth in its Regulatory Agreement with respect to the Bonds. See APPENDIX E -
"SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Regulatory Agreements - Limitation on 
Indebtedness - Parity Debt." 

THE BONDS WILL NOT BE DEEMED TO CONSTITUTE A DEBT OR LIABILITY OF 
THE STATE OF CALIFORNIA OR OF ANY POLITICAL SUBDIVISION THEREOF OR A 
PLEDGE OF THE FAITH AND CREDIT OF THE STATE OF CALIFORNIA OR OF ANY SUCH 
POLITICAL SUBDIVISION, OTHER THAN THE AUTHORITY, BUT SHALL BE PAYABLE 
SOLELY FROM THE FUNDS PROVIDED THEREFOR. NEITHER THE STATE OF 
CALIFORNIA NOR THE AUTHORITY SHALL BE OBLIGATED TO PAY THE PRINCIPAL OF, 
OR PREMIUM, IF ANY, WITH RESPECT TO, OR THE INTEREST ON THE BONDS, EXCEPT 
FROM THE FUNDS PROVIDED UNDER THE LOAN AGREEMENT AND THE INDENTURE, 
AND NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE OF 
CALIFORNIA OR OF ANY POLITICAL SUBDIVISION THEREOF IS PLEDGED TO THE 
PAYMENT OF THE PRINCIPAL OF, OR PREMIUM, IF ANY, WITH RESPECT TO, OR THE 
INTEREST ON THE BONDS. THE ISSUANCE OF THE BONDS SHALL NOT DIRECTLY, 
INDIRECTLY OR CONTIGENTL Y OBLIGATE THE STATE OF CALIFORNIA OR ANY 
POLITICAL SUBDIVISION THEREOF TO LEVY OR TO PLEDGE ANY FORM OF TAXATION 
WHATEVER THEREFOR OR TO MAKE ANY APPROPRIATION FOR THEIR PAYMENT. THE 
AUTHORITY HAS NO TAXING POWER. 

MUNICIPAL BOND INSURANCE 

The following information has been furnished by the Insurer for use in this Official 
Statement. No representation is made by the Authority or the Underwriter as to the accuracy or 
completeness of such information, or the absence of material adverse changes therein at any 
time subsequent to the date hereof. Reference is made to APPENDIX F for a specimen of the 
Insurer's policy. 

Payments Under the Policy 

Concurrently with the issuance of the Bonds, Financial Guaranty Insurance Company, 
doing business in California as FGIC Insurance Company ("Financial Guaranty") will issue its 
Municipal Bond New Issue Insurance Policy for the Bonds (the "Policy"). The Policy 
unconditionally guarantees the payment of that portion of the principal or accreted value (if 
applicable) of and interest on the Bonds which has become due for payment, but shall be 
unpaid by reason of nonpayment by the Authority. Financial Guaranty will make such payments 
to U.S. Bank National Association, or its successor as its agent (the "Fiscal Agent"), on the 
later of the date on which such principal, accreted value or interest (as applicable) is due or on 
the business day next following the day on which Financial Guaranty shall have received notice 
(in accordance with the terms of the Policy) from an owner of Bonds or the trustee or paying 
agent (if any) of the nonpayment of such amount by the Authority. The Fiscal Agent will 
disburse such amount due on any Bond to its owner upon receipt by the Fiscal Agent of 
evidence satisfactory to the Fiscal Agent of the owner's right to receive payment of the principal, 
accreted value or interest (as applicable) due for payment and evidence, including any 
appropriate instruments of assignment, that all of such owner's rights to payment of such 
principal, accreted value or interest (as applicable) shall be vested in Financial Guaranty. The 
term "nonpayment" in respect of a Bond includes any payment of principal, accreted value or 
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interest (as applicable) made to an owner of a Bond which has been recovered from such owner 
pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in accordance with a 
final, nonappealable order of a court having competent jurisdiction. 

Once issued, the Policy is non-cancellable by Financial Guaranty. The Policy covers 
failure to pay principal (or accreted value, if applicable) of the Bonds on their stated maturity 
dates and their mandatory sinking fund redemptiorr dates, if any, and not on any other date on 
which the Bonds may have been otherwise called for redemption, accelerated or advanced in 
maturity. The Policy also covers the failure to pay interest on the stated date for its payment. In 
the event that payment of the Bonds is accelerated, Financial Guaranty shall only be obligated 
to pay principal (or accreted value, if applicable) and interest in the originally scheduled 
amounts and on the originally scheduled payment dates. Upon such payment, Financial 
Guaranty will become the owner of the Bond, appurtenant coupon or right to payment of 
principal or interest on such Bond and will be fully subrogated to all of the Bondholder's rights 
thereunder. 

The Policy does not insure any risk other than Nonpayment by the Authority, as defined 
in the Policy. Specifically, the Policy does not cover: (i) payment on acceleration, as a result of 
a call for redemption (other than mandatory sinking fund redemption, if any) or as a result of any 
other advancement of maturity; (ii) payment of any redemption, prepayment or acceleration 
premium; or (iii) nonpayment of principal (or accreted value, if applicable) or interest caused by 
the insolvency or negligence or any other act or omission of the trustee or paying agent, if any. 

As a condition of its commitment to insure Bonds, Financial Guaranty may be granted 
certain rights under the Bond documentation. The specific rights, if any, granted to Financial 
Guaranty in connection with its insurance of the Bonds may be set forth in the description of the 
principal legal documents appearing elsewhere in this Official Statement, and reference should 
be made thereto. 

The Policy is not covered by the Property/Casualty Insurance Security Fund specified in 
Article 76 of the New York Insurance Law. 

The Policy is not covered by the California Insurance Guaranty Association (California 
Insurance Code, Article 14.2). 

Financial Guaranty Insurance Company 

Financial Guaranty, a New York stock insurance corporation, is a direct, wholly-owned 
subsidiary of FGIC Corporation, a Delaware corporation, and provides financial guaranty 
insurance for public finance and structured finance obligations. Financial Guaranty is licensed 
to engage in financial guaranty insurance in all 50 states, the District of Columbia and the 
Commonwealth of Puerto Rico and, through a branch, in the United Kingdom. 

On December 18, 2003, an investor group consisting of The PMI Group, Inc. ("PMI"), 
affiliates of The Blackstone Group L.P. ("Blackstone"), affiliates of The Cypress Group L.L.C. 
("Cypress") and affiliates of CIVC Partners L.P. ("CIVC") acquired FGIC Corporation (the "FGIC 
Acquisition") from a subsidiary of General Electric Capital Corporation ("GE Capital"). PMI, 
Blackstone, Cypress and CIVC acquired approximately 42%, 23%, 23% and 7%, respectively, 
of FGIC Corporation's common stock. GE Capital retained approximately $234.6 million in 
liquidation preference of FGIC Corporation's convertible participating preferred stock and 
approximately 5% of FGIC Corporation's common stock. Neither FGIC Corporation nor any of 
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its shareholders is obligated to pay any debts of Financial Guaranty or any claims under any 
insurance policy, including the Policy, issued by Financial Guaranty. 

Financial Guaranty is subject to the insurance laws and regulations of the State of New 
York, where it is domiciled, including Article 69 of the New York Insurance Law ("Article 69"), a 
comprehensive financial guaranty insurance statute. Financial Guaranty is also subject to the 
insurance laws and regulations of all other jurisdictions in which it is licensed to transact 
insurance business. The insurance laws and regulations, as well as the level of supervisory 
authority that may be exercised by the various insurance regulators, vary by jurisdiction, but 
generally require insurance companies to maintain minimum standards of business conduct and 
solvency, to meet certain financial tests, to comply with requirements concerning permitted 
investments and the use of policy forms and premium rates and to file quarterly and annual 
financial statements on the basis of statutory accounting principles ("SAP") and other reports. In 
addition, Article 69, among other things, limits the business of each financial guaranty insurer, 
including Financial Guaranty, to financial guaranty insurance and certain related lines. 

For the nine months ended September 30, 2004, and the years ended December 31, 
2003 and December 31, 2002, Financial Guaranty had written directly or assumed through 
reinsurance, guaranties of approximately $43.5 billion, $42.4 billion and $4 7 .9 billion par value 
of securities, respectively (of which approximately 57%, 79% and 81 %, respectively, constituted 
guaranties of municipal bonds), for which it had collected gross premiums of approximately 
$250.7 million, $260.3 million and $232.6 million, respectively. For the nine months ended 
September 30, 2004, Financial Guaranty had reinsured, through facultative arrangements, 
approximately 0.1 % of the risks it had written. 

As of September 30, 2004, Financial Guaranty had net admitted assets of approximately 
$3.015 billion, total liabilities of approximately $1.877 billion, and total capital and policyholders' 
surplus of approximately $1.138 billion, determined in accordance with statutory accounting 
practices prescribed or permitted by insurance regulatory authorities. 

The unaudited financial statements of Financial Guaranty as of September 30, 2004, 
and the audited financial statements of Financial Guaranty as of December 31, 2003 and 
December 31, 2002, which have been filed with the Nationally Recognized Municipal Securities 
Information Repositories ("NRMSIRs"), are hereby included by specific reference in this Official 
Statement. Any statement contained herein under the heading "MUNICIPAL BOND 
INSURANCE," or in any documents included by specific reference herein, shall be modified or 
superseded to the extent required by any statement in any document subsequently filed by 
Financial Guaranty with such NRMSIRs, and shall not be deemed, except as so modified or 
superseded, to constitute a part of this Official Statement. All financial statements of Financial 
Guaranty (if any) included in documents filed by Financial Guaranty with the NRMSIRs 
subsequent to the date of this Official Statement and prior to the termination of the offering of 
the Bonds shall be deemed to be included by specific reference into this Official Statement and 
to be a part hereof from the respective dates of filing of such documents. 

Financial Guaranty also prepares quarterly and annual financial statements on the basis 
of generally accepted accounting principles. Copies of Financial Guaranty's most recent GMP 
and SAP financial statements are available upon request to: Financial Guaranty Insurance 
Company, 125 Park Avenue, New York, NY 10017, Attention: Corporate Communications 
Department. Financial Guaranty's telephone number is (212) 312-3000. 
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Financial Guaranty's Credit Ratings 

The financial strength of Financial Guaranty is rated "AAA" by Standard & Poor's, a 
Division of The McGraw-Hill Companies, Inc., "Aaa" by Moody's Investors Service, and "AAA" 
by Fitch Ratings. Each rating of Financial Guaranty should be evaluated independently. The 
ratings reflect the respective ratings agencies' current assessments of the insurance financial 
strength of Financial Guaranty. Any further explanation of any rating may be obtained only from 
the applicable rating agency. These ratings are not recommendations to buy, sell or hold the 
Bonds, and are subject to revision or withdrawal at any time by the rating agencies. Any 
downward revision or withdrawal of any of the above ratings may have an adverse effect on the 
market price of the Bonds. Financial Guaranty does not guarantee the market price or 
investment value of the Bonds nor does it guarantee that the ratings on the Bonds will not be 
revised or withdrawn. 

Neither Financial Guaranty nor any of its affiliates accepts any responsibility for 
the accuracy or completeness of the Official Statement or any information or disclosure 
that is provided to potential purchasers of the Bonds, or omitted from such disclosure, 
other than with respect to the accuracy of information with respect to Financial Guaranty 
or the Policy under the heading "MUNICIPAL BONO INSURANCE." In addition, Financial 
Guaranty makes no representation regarding the Bonds or the advisability of investing in 
the Bonds. 

THE CORPORATIONS 

Brief information on the Corporations is set forth below. For more information 
concerning the Corporations, their operations and management, see APPENDIX A 
-"INFORMATION CONCERNING THE CORPORATIONS" and APPENDIX B - "AUDITED 
FINANCIAL STATEMENTS OF THE CORPORATIONS." 

Asian Community. The Asian Community Center of Sacramento Valley, a California 
nonprofit public benefit corporation owns and operates a 99-bed skilled nursing facility known as 
the Asian Community Nursing Home (the "ACNH") and a community center (the "ACC") located 
in Sacramento, California. The Center was incorporated in 1972 to develop and provide 
charitable services designed to promote the general welfare of persons of Asian ancestry. Its 
services are geared toward the needs of the elderly, immigrants and non-English speaking 
populations. 

California Autism. The California Autism Foundation, Inc. was founded in 1982, and is 
a nonprofit public benefit corporation governed by a Board of Directors. California Autism 
Foundation 's primary purpose is to provide specialized program services for people with autism 
and other developmental disabilities, and to educate the public regarding developmental 
disabilities and the potential contribution of those with disabilities. California Autism Foundation 
provides residential and vocational services to achieve this goal. 

Clinicas. Clinicas del Camino Real, Inc. is a California nonprofit corporation, 
incorporated in 1975. Clinicas operates seven (7) community clinics located in the cities of 
Ventura, Oxnard, Fillmore, Santa Paula and Ojai in the county of Ventura, California. 
Comprehensive primary care services are provided at all 7 health centers as well as Mental 
Health Services. The Ventura and two Oxnard facilities provide dental services and 
ophthalmology services are provided in the Ventura and Oxnard sites as well. Clinicas' mission 
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is to provide services to all residents of the County of Ventura, without regard to patients' 
financial status or language spoken. 

Community Medical. Community Medical Centers, Inc. provides health care and 
related services to low-income, rural and urban residents and a large number of migrant and 
seasonal farm workers in the Counties of San Joaquin, Yolo, Solano and Calaveras. Initially 
established in 1967 as migrant oriented health clinics operating out of mobile vans, the Center 
has grown to ten permanent sites (including one dental clinic) and now offers comprehensive, 
family oriented primary health care with a culturally diverse staff to all segments of the low to 
moderate income populations of the communities it serves. The Center's user base has grown 
from 2,000 in 1967 to more than 44,000 in 2004. 

Social Model. Social Model Recovery Systems, Inc. is a nonprofit 501 (c)(3) corporation, 
incorporated in June 1986. One of Social Model's programs is Touchstones ("Touchstones"), a 
residential treatment facility addressing the needs of adolescents with alcohol and other drug 
addictions. Touchstones, which opened in March 1992, provides residential and nonresidential 
phase recovery programs with emphasis on family recovery and support services, providing 
group and individual counseling, introduction to self-help groups such as Alcoholics 
Anonymous, and formal academic instruction. Social Model operates 9 other treatment and 
prevention programs in Southern California, and conducts peer consultation and training 
throughout the State of California for various drug and alcohol programs. 

SCADP. Southern California Alcohol & Drug Programs, Inc. is a nonprofit public benefit 
corporation founded in 1972. SCADP was organized by community volunteers, including 
parents, members of the judicial system and recovering alcoholics/addicts, in an effort to create 
a local resource to prevent and treat substance addiction and related problems, including 
homelessness and mental illness. Although started as a grassroots effort, SCADP has grown to 
become one of Southern California's largest resources for nonprofit substance abuse recovery 
services, and currently serves over 4,000 homeless men, women and children each year and 
provides a static capacity of 500 residential slots/day. As its primary goal, SCADP seeks to 
provide shelter and treatment modalities for the needs of diverse, high-risk populations, 
including homeless families, women and their children, Latino families, Latinas and their 
children, Latino high-risk youth, the criminal justice population, deaf and hard of hearing 
persons, men and women and their children living with HIV/AIDS, and battered women and their 
children. SCADP's administrative offices are located in its corporate office in Downey, 
California. 

Verdugo. Verdugo Mental Health was formed as a nonprofit corporation to provide 
outpatient psychiatric services for children and adults. The first clinic was located in the 
Glendale Memorial Hospital. In 1962, Verdugo was one of the first private agencies to establish 
a contract with the Los Angeles County Department of Mental Health, under the provision of the 
Short-Doyle Act. In 1973, an additional facility, the Burbank Child Guidance Clinic, opened to 
work specifically with child-related problems of the area's families. Verdugo was also awarded a 
contract to provide treatment to first time drug offenders pursuant to Senate Bill 714 of the 
California Legislature and leased facilities to house its expanding Day Treatment program, 
Arden House. In 1983, Verdugo developed programs for training, outreach, and youth 
employment. In 1985, a self-pay program was developed to provide low cost therapy to 
individuals who are not eligible to receive Short-Doyle services because of low clinical priority. 
In 1986, Verdugo opened its Positive Directions Center, as a drop-in center for persons in 
recovery and their families. Utilizing funds received through a Community Development Block 
Grant, Verdugo constructed the Glen Roberts Child Study Center to provide space for child 
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treatment and research. In late 1993, Verdugo acquired property adjacent to the Glen Roberts 
Child Study Center at 1540 East Colorado Street in Glendale and relocated the adult outpatient 
program and administrative services to the new site during 1994. 

For more detailed information concerning the history, governance, organization, 
facilities, operations, and financial performance of the Corporations, see APPENDIX A -
"INFORMATION CONCERNING THE CORPORATIONS" and APPENDIX D - "AUDITED 
FINANCIAL STATEMENTS OF THE CORPORATIONS." 

BONDHOLDERS' RISKS 

The purchase of the Bonds involves certain investment risks that are discussed 
throughout this Official Statement. Accordingly, each prospective purchaser of the Bonds 
should make an independent evaluation of all the information presented in this Official 
Statement to make an informed investment decision. Certain of these risks are described 
below. However, the following does not purport to be an exclusive listing of risks and other 
considerations that may be relevant to investing in the Bonds, and the order in which the 
following information is presented is not intended to reflect the relative importance of any such 
risks. 

General 

Except as noted herein under "SECURITY FOR THE BONDS - Health Facility 
Construction Loan Insurance Program," the Bonds are payable solely from Revenues, which 
consist primarily of Loan Repayments to be made by the Corporations pursuant to the Loan 
Agreements. No representation or assurance can be made that revenues will be realized by the 
Corporations in amounts sufficient to make their Loan Repayments and thus to pay principal 
and interest payments on the Bonds. The Authority's obligation to make principal and interest 
payments is solely from Revenues provided by the Corporations under the Loan Agreements 
and from certain interest earnings available under the Indenture. 

Payment of the principal and interest payments on the Bonds will be insured by the 
Office. The Authority has no control, financial or otherwise, over the Office. If a Corporation 
was to default in making its Loan Repayment under its respective Loan Agreement and the 
Office were to default on its insurance obligations under the Contracts of Insurance, there could 
be insufficient moneys available to pay the holders of the Bonds. 

Each of the Corporations has few assets (if and when purchased and renovated with 
Bond proceeds) and certain equipment and personal property located at such facilities and at its 
other leased facilities in California. The Corporations will each be significantly dependent upon 
the successful operation of all of its facilities to meet its obligations with respect to the Bonds. 
Future economic and other conditions, including demand for health care services, the ability of a 
Corporation to provide the services required by clients, economic developments in the 
Corporations' service areas, technological developments, competition, methods of payments, 
rates, costs, third-party reimbursement, demographic changes, legislation, governmental 
regulations, malpractice claims and other litigation may adversely affect revenues, and 
consequently, payment of principal, premium, if any, and interest on the Bonds. There can be 
no assurance given that revenues of the Corporations and/or utilization of their facilities will not 
decrease. 
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For information concerning the Corporations, their operations and management, see 
APPENDIX A-"INFORMATION CONCERNING THE CORPORATIONS". See also APPENDIX 
B - "AUDITED FINANCIAL STATEMENTS OF THE CORPORATIONS" . 

Additional Debt 

The Regulatory Agreements permit the issuance of additional indebtedness secured 
equally and ratably with the Bonds. See APPENDIX E - "SUMMARY OF PRINCIPAL LEGAL 
DOCUMENTS - Regulatory Agreements - Limitations on Indebtedness" and " - Parity Debt." 
While the Regulatory Agreements permit the Corporations to incur such parity debt only if 
certain financial and other requirements are met, such indebtedness would increase debt 
service requirements, reduce Bondholders' interest in the collateral securing the Bonds and 
could adversely affect debt service coverage on the Bonds. 

Dependence Upon Governmental Funding 

A portion of the Corporations' services are provided to persons eligible for certain 
benefits that are funded under Federal, State, and various County health programs. A 
significant portion of some Corporation's revenues may be derived from the health programs 
under Medi-Cal, Medicare, CHDP and other programs which are funded through County, State 
and Federal resources. As a result, the success of each Corporation's operations is significantly 
dependent upon continued funding of these programs by various counties, the State, and 
Federal governments, and upon the continued existence of provider contracts for such 
programs with counties or other governmental entities. 

The State of California from time to time has experienced deficits in its operations and 
the future of all health services programs that depend upon funding from the State is uncertain. 
It is also possible that such programs may be the subject of cost reduction and payment 
experimentation, including potential changes involving managed care. As the Corporations' 
ability to make Loan Repayments is significantly dependent upon the continued funding of their 
programs by the State, any reduction in funding for various health programs currently funded by 
the State could have a negative impact on the ability of the Corporations to meet their 
obligations on the Bonds. 

The Corporations may receive a significant portion of their revenues from cost-based 
reimbursement and fee-for-service-based contracts with various departments of social services, 
in several California counties. The level of fiscal strength of County governments in California 
varies widely and from time to time counties experience significant reductions in funding, 
including funding for the provision of health services. Any reduction in funding from County 
social service departments may have a negative effect on the Corporations' ability to 
successfully negotiate provider contracts to gain such funding. The absence of such contracts 
may have a serious negative impact on the Corporations' operating and financial performance. 

For a historical percentage breakdown of each Corporation's dependence upon various 
governmental funding sources see APPENDIX A - "INFORMATION CONCERNING THE 
CORPORATIONS." 

Licensing, Surveys, Facility Inspections and Audits 

Health care centers, including those of the Corporations, are subject to numerous legal, 
regulatory, professional and private licensing and certification requirements. Renewal and 
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continuance of certain of these licenses and certifications are based on inspections, surveys, 
audits, or other reviews, some of which may require or include affirmative action or response by 
the Corporations. These activities generally are conducted in the normal course of business of 
health care treatment centers. Nevertheless, an adverse decision could result in a loss or 
reduction in the Corporations' scope of licensure or certification, or could reduce the payment 
received or require repayment by the Corporations of amounts previously remitted. 

Management of each Corporation currently anticipates no difficulty renewing or 
continuing currently held licenses or certifications of the respective Corporation, nor does it 
anticipate a reduction in revenues resulting from such events that would materially adversely 
affect the operations or financial condition of the Corporation. Nevertheless, actions in any of 
these areas could result in the loss in utilization or revenues, or a Corporation's ability to 
operate all or a portion of its treatment centers, and, consequently, could adversely affect such 
Corporation's ability to make its Loan Repayments in connection with the Bonds. 

Tax-Exempt Status of the Corporation 

Covenants to Maintain Exclusion from Federal Gross Income of Interest on the 
Bonds. The Code imposes a number of requirements that must be satisfied for interest with 
respect to State and local obligations, such as the Bonds, to be excludable from gross income 
for Federal income tax purposes. These requirements include limitations on the use of bond 
proceeds, limitations on the investment of bond proceeds prior to expenditure, a requirement 
that certain arbitrage earned on the investment of bond proceeds be paid periodically to the 
United States, and a requirement that an information report be filed with the Internal Revenue 
Service. The Authority and each Corporation have covenanted in certain of the documents 
referred to herein that they will comply with such requirements. Failure to comply with any of 
these covenants may result in the treatment of the interest paid to holders of the Bonds as 
included in Federal gross income, retroactive to the date of delivery of the Bonds. 

Maintenance of the Tax-Exempt Status of the Corporations. The tax-exempt status 
of the Bonds presently depends upon each Corporation's maintenance of its status as an 
organization described in section 501 (c)(3) of the Code. The maintenance of such status is 
contingent on compliance with general rules promulgated in the Code and related regulations 
regarding the organization and operation of tax-exempt entities, including its operation for 
charitable and educational purposes and its avoidance of transactions which may cause its 
assets to inure to the benefit of private individuals. 

The IRS has recently reorganized its activities relating to tax exempt bonds with the 
stated aim of increasing the level of audit coverage. In addition, the Administration has unveiled 
several proposals designed to increase compliance with the tax laws by tax-exempt 
organizations including new rules for information reporting and an excise tax that would apply to 
excess benefits provided to officers and other insiders. Currently, the only penalty available to 
the IRS under the Code is the revocation of tax-exempt status. Although the United States 
Treasury has suggested to Congress that Congress adopt less onerous sanctions, Congress 
has not done so. Although the IRS has not frequently revoked the 501(c)(3) tax-exempt status 
of nonprofit healthcare Corporations, it could do so more frequently in the future. It is possible 
that loss of tax-exempt status by a Corporation could result in loss of tax exemption with respect 
to the Bonds and of other tax-exempt debt of the Corporation, and defaults in covenants with 
respect to the Bonds and other related tax-exempt debt would likely be triggered. Such an 
event would have material adverse consequences on the financial condition of the Corporation 
and the value of the Bonds. 
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State Income Tax Exemption. The State of California has not been as active as the 
IRS in scrutinizing the income tax exemption of public benefit corporations. However, the loss 
by a Corporation of Federal tax exemption might trigger a challenge to the State tax exemption 
of such corporation. Depending on the circumstances, such event could be adverse and 
material. 

In recent years, State, County, and local taxing authorities have been undertaking audits 
and reviews of the operations of tax-exempt corporations with respect to their real property tax 
exemptions. In some cases, particularly where such authorities are dissatisfied with the amount 
of services provided to the indigent, the real property tax-exempt status of the tax-exempt 
corporation has been questioned. Although the real property tax exemption of the Corporations 
has not, to the knowledge of the management of the Corporations, been investigated by such 
authorities, an investigation or audit could lead to a challenge that could ultimately affect the real 
property tax exemption of the Corporations. 

Conditional Use of Facilities 

Each Corporation currently operates certain of its programs in facilities that may be 
subject to revocation of conditional use permits or zoning specifications. Loss of any number of 
its use permits, changes in local land use regulations, or future legislative changes affecting 
land use policy could cause significant detriment to a Corporation's ability to operate its 
programs. 

Factors That Could Affect the Validity or Value of the Lien Against the Corporations' 
Revenues, and the Enforceability of the Loan Agreements 

The ability of the Trustee to enforce the agreements set forth in the Loan Agreements 
may be limited by laws relating to bankruptcy (see "Bankruptcy" directly following), insolvency, 
reorganization or moratorium and by other similar Jaws affecting creditors rights. In addition, the 
Trustee's ability to enforce such agreements will depend upon the exercise of various remedies 
specified by such documents which may in many instances require judicial actions that are often 
subject to discretion and delay or that otherwise may not be readily available or be limited. 

The various legal opinions to be delivered concurrently with the execution and delivery 
of the Bonds will be qualified as to the enforceability of the various legal instruments by 
limitations imposed by State and Federal laws, rulings and decisions affecting remedies, and by 
bankruptcy, reorganization or other laws of general application affecting the enforcement of 
creditors' rights. 

Bankruptcy 

The rights and remedies of the Owners of the Bonds are subject to various provisions of 
the Federal Bankruptcy Code. If a Corporation were to file a petition for relief under Chapter 11 
of the Bankruptcy Code, its revenues and certain of its accounts receivable and other property 
created or otherwise acquired after the filing of such petition and for up to 90 days prior to the 
filing of such petition may not be subject to the security interest created under its Deed of Trust 
for the benefit of the Trustee and the Authority. The filing would operate as an automatic stay of 
the commencement or continuation of any judicial or other proceeding against a Corporation 
and its property, and as an automatic stay of any act or proceeding to enforce a lien upon or to 
otherwise exercise control over its property. If the bankruptcy court so ordered, the property of 
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such Corporation, including accounts receivable and proceeds thereof, could be used for the 
financial rehabilitation of such Corporation despite the security interest of the Trustee therein. 
While the Bankruptcy Code requires that the interest of the Trustee as lien holder be adequately 
protected before the collateral may be used by the Corporation, such protection could take the 
form of a replacement lien on assets of the Corporation acquired or created after the bankruptcy 
petition is instituted. The rights of the Trustee to enforce liens and security interests against the 
Corporation's assets, including the Corporation Revenues, could be delayed during the 
pendency of the rehabilitation proceedings. 

A Corporation could file a plan for the adjustment of its debts in any such proceeding 
which could include provisions modifying or altering the rights of creditors generally, or any 
class of them, secured or unsecured. The plan, when confirmed by a court, binds all creditors 
who had notice or knowledge of the plan and discharges all claims against the debtor provided 
for in the plan. No plan may be confirmed unless certain conditions are met, among which are 
that the plan is in the best interests of creditors, is feasible and has been accepted by each 
class of claims impaired thereunder. Each class of claims has accepted the plan if at least two
thirds in dollar amount and more than one-half in number of the class cast votes in its favor. 
Even if the plan is not so accepted, it may be confirmed if the court finds that the plan is fair and 
equitable with respect to each class of non-accepting creditors impaired thereunder and does 
not discriminate unfairly. 

Pursuant to the Indenture, the Office shall have the right to vote in the place and stead of 
all Owners of Bonds with respect to any plan of reorganization on any agreement for 
composition of creditors and on any assignment for the benefit of creditors. 

Affiliation, Merger, Acquisition and Divestiture 

A Corporation may from time to time evaluate and pursue potential merger, affiliation 
and acquisition candidates as part of its overall strategic planning and development process. In 
addition, as part of each Corporation's respective ongoing planning and property management 
functions, the Corporation's review the use, compatibility and business viability of its operations 
and may, from time to time, pursue changes in the uses of such facilities and operations. 
Discussion with respect to affiliation, merger, acquisition, disposition or change in use are held 
on an intermittent and confidential basis with other parties. As a result, it is possible that the 
organization and assets and other facilities which currently comprise each respective 
Corporation may change from time to time, subject to the restrictions imposed in its Loan 
Agreement and by the Office in the respective Regulatory Agreement. 

State Bond Insurance and State Fiscal Condition 

The principal and interest payments on the Bonds are insured by the Office, which is an 
instrumentality of the State. The general fiscal condition of the State could adversely affect the 
payments of principal of and interest on any debentures that may be issued in connection with 
such insurance. For a full explanation of the obligations of the Office and the State with regard 
to such insurance, see the Insurance Law as set forth in California Health and Safety Code 
Sections 129000 et seq., as the same may be amended from time to time. There can be no 
assurance that monies in the HFCLIF will be adequate to cover the principal amount of insured 
loans and the interest thereon or that in the event the HFCLIF fails to make payments when 
due, there will be sufficient amounts for the State Treasurer to make appropriations from the 
State Treasury. See "SECURITY FOR THE BONDS - California Health Facility Construction 

-31-



Loan Insurance Program" herein and APPENDIX E - "SUMMARY OF PRINCIPAL LEGAL 
DOCUMENTS - Contracts of Insurance" and "- Regulatory Agreements." 

State Budgets. The State of California is likely to continue to face significant budget 
issues for the foreseeable future. The State faces major challenges related to both a large 
shortfall in the 2005-06 budget and an ongoing structural imbalance between revenues and 
expenditures. 

The Governor signed the 2004-05 State Budget on July 31, 2004. As part of the State 
Budget, the Governor and the Legislature also agreed to place a constitutional amendment on 
the November 2004 ballot (the "Proposition 1A"), and Proposition 1A was adopted by the State's 
voters. The 2004-05 State Budget imposes an ERAF shift equal to $1.3 billion in each of fiscal 
year 2004-05 and fiscal year 2005-06 on cities, counties, special districts and redevelopment 
agencies, but Proposition 1A prohibits (subject to certain limited "emergency" circumstances) 
any further transfers of non-education local government property taxes for the benefit of the 
State. 

The Governor's proposed 2005-06 Budget addresses the 2005-06 shortfall primarily 
through program savings in K-12 education, social services, transportation and employee 
compensation. The plan also relies on about $1.7 billion of the remaining Proposition 57 deficit
bond proceeds, and contains various other funding shifts and borrowing. It assumes additional 
revenues from expanded tax auditing, but does not propose new tax increases. The Governor 
has also called the Legislature into special session to consider several structural budget reforms 
relating to the budget process, pensions, transportation funding, and Proposition 98 (K-12) 
funding. 

Information about the State budget and State spending is available at various State
maintained websites. Text of the budget may be found at the website of the Department of 
Finance, www.dof.ca.gov, under the heading "California Budget." An impartial analysis of the 
budget is posted by the Office of the Legislative Analyst at www.lao.ca.gov. In addition, various 
State of California official statements for its various debt obligations, many of which contain a 
summary of the current and past State budgets, may be found at the website of the State 
Treasurer, www.treasurer.ca.gov. All of such websites are provided for general informational 
purposes only and the material on such sites is in no way incorporated into this Official 
Statement. 

Over certain time periods, deterioration in the State's budget and cash situation, such as 
the current period, may cause the nationally recognized rating services to reduce the State's 
credit ratings. There can be no assurance that such ratings will continue at current levels for any 
given period of time or that such ratings will not in the future be revised or withdrawn. The 
rating of the Bonds is based upon the insurance provided by the Office. Any decline in the 
State's fiscal condition could adversely affect the rating on the Bonds or the ability of the Office 
to make payment in the event of a claim on the insurance. See "SECURITY FOR THE BONDS 
- California Health Facility Construction Loan Insurance Program" and "RATING" herein. 

Environmental Laws and Regulations 

Facilities such as those operated by the Corporations are subject to certain federal, 
State and local environmental and occupational health and safety laws and regulations which 
address, among other things, operations of facilities and properties owned or operated by 
organizations similar to the Corporations. These regulatory requirements include: air and water 
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quality control requirements, waste management requirements. specific regulatory requirements 
applicable to asbestos. polychlorinated biphenyls, and radioactive substances. requirements for 
providing notice to employees and members of the public about hazardous materials handled by 
or located at the facilities, requirements for training employees in the proper handling and 
management of hazardous materials and wastes, and other requirements. 

In their role as owners and/or operators of properties or facilities, organizations similar to 
the Corporations may be subject to liability for investigating and remedying any hazardous 
substances which are located on the property, including any such substances that may have 
migrated off of the property. Typical operations include, but are not limited to, in various, 
combinations, the handling, use. storage, transportation, disposal and/or discharge of 
hazardous. infectious, toxic, radioactive, flammable and other hazardous materials, wastes, 
pollutants, or contaminants. As such, operations are particularly susceptible to the practical, 
financial and legal risks associated with compliance with such laws and regulations. Such risks 
may result in damage to individuals, property or the environment, may interrupt operations 
and/or increase their cost; may result in legal liability, damages. injunctions or fines, and may 
result in investigations, administrative proceedings, penalties or other governmental agency 
actions. There can be no assurance that the Corporations will not encounter such risks in the 
future. and such risks may result in material adverse consequences to the operations or 
financial condition of the Corporations. 

At the present time, management of each Corporation is not aware of any pending or 
threatened claim, investigation or enforcement action regarding such environmental issues 
which, if determined adversely to the Corporation. would have material adverse consequences. 

Marketability of the Bonds 

The Underwriter does not intend to make a secondary market for investments in the 
Bonds and there can be no assurance that there will be a secondary market for the Bonds. The 
absence of such a market for the Bonds could result in investors not being able to resell the 
Bonds should they need to or wish to do so. 

Other Factors 

Additional factors which may affect future operations. and therefore revenues, of the 
Corporations include, but are not limited to, the following: 

(i) Shortages of physicians, nurses or other health care professionals; 

(ii) A change in the Federal income tax or other Federal, State or local laws to require 
the Corporation to render substantially greater services without charge or at a reduced charge; 

(iii) Employee strikes, other adverse labor actions or disputes with members of the 
professional staff; 

(iv) Reinstatement or establishment of mandatory wage or price controls; 

(v) Natural disasters, including floods and earthquakes. which could damage a 
Corporation's clinics or otherwise impair the operations of the Corporation and the generation of 
revenues from such Corporation's clinics; and, 
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(vi) Unfavorable trends in the national, State or local economy or political climate which 
in turn may adversely affect the health care programs funded by the Federal, State and local 
governments; unfavorable changes in current Federal and State legislation and local ordinances 
which currently mandate or provide for health programs; increased governmental regulations 
which could adversely affect a Corporation's ability to provide the level of services forecasted; 
demographic changes which may affect a Corporation's ability to deliver services to clients; 
governmental changes or reductions in rates and other methods of reimbursement of a 
Corporation for services delivered; loss of confidence in a Corporation's ability to deliver quality 
services by State or County officials, health care professionals and the public which would 
adversely affect the level of revenue forecasted; increased malpractice and other claims; 
competition by other for-profit or nonprofit entities which desire to contract with local government 
for the provision of health care services (see also APPENDIX A - "INFORMATION 
CONCERNING THE CORPORATIONS"); and unforeseen major repairs of the Corporation's 
properties or increases in insurance or other operating costs without the Corporation obtaining 
corresponding increases in revenues. 

ABSENCE OF MATERIAL LITIGATION 

The Corporations. There is no controversy or litigation of any nature now pending or, 
to the knowledge of their respective officers, threatened against any Corporation restraining or 
enjoining the execution, sale or delivery of the Bonds or in any way contesting or affecting the 
validity of the Bonds, any proceedings of any Corporation taken concerning the execution, sale 
or delivery thereof, the pledge or application of any moneys or security provided for the payment 
of the Bonds, or existence or powers of a Corporation relating to the execution or delivery of the 
Bonds. 

The Authority. There is no controversy or litigation of any nature now pending or, to the 
knowledge of its respective officers, threatened against the Authority restraining or enjoining the 
execution, sale or delivery of the Bonds or contesting or affecting the validity of the Bonds, any 
proceedings of the Authority taken concerning the execution, sale or delivery thereof, the pledge 
or application of any moneys or security provided for the payment of the Bonds, or the existence 
or powers of the Authority relating to the execution or delivery of the Bonds. 

TAX MATTERS 

In the opinion of Quint & Thimmig LLP, San Francisco, California, Bond Counsel, 
subject, however to the qualifications set forth below, under existing law, the interest on the 
Bonds is excluded from gross income for Federal income tax purposes and such interest is not 
an item of tax preference for purposes of the Federal alternative minimum tax imposed on 
individuals and corporations, provided, however, that, for the purpose of comparing the 
alternative minimum imposed on corporations (as defined for Federal income tax purposes), 
such interest is taken into account in determining certain income and earnings. 

The opinions set forth in the preceding paragraph are subject to the condition that the 
Authority and the Corporations comply with all requirements of the Code that must be satisfied 
subsequent to the issuance of the Bonds in order that such interest be, or continue to be, 
excluded from gross income for Federal income tax purposes. The Authority and the 
Corporations have covenanted to comply with each such requirement. Failure to comply with 

-34-



certain of such requirements may cause the inclusion of such interest in gross income for 
Federal income tax purposes to be retroactive to the date of issuance of the Bonds. 

In the further opinion of Bond Counsel, interest on the Bonds is exempt from California 
personal income taxes. 

Owners of the Bonds should also be aware that the ownership or disposition of, or the 
accrual or receipt of interest on, the Bonds may have Federal or State tax consequences other 
than as described above. Bond Counsel expresses no opinion regarding any Federal or State 
tax consequences arising with respect to the Bonds other than as expressly described above. 

APPROVAL OF LEGALITY 

Legal matters incident to the delivery of the Bonds are subject to the approving opinion 
of Quint & Thimmig, LLP, San Francisco, California, as Bond Counsel. Certain legal matters will 
be passed upon for the Authority by Jones Hall, A Professional Law Corporation, San 
Francisco, California as Disclosure Counsel. Certain legal matters will be passed upon for the 
Authority by the Attorney General of the State of California and for the Corporations by Gabriella 
Navarro-Busch, Esq., Ventura. California. Certain fees payable to Bond Counsel and 
Disclosure Counsel are contingent upon the sale and delivery of the Bonds. 

RATING 

Standard & Poor's Ratings Services has assigned its ratings of "AAA" to the Bonds, with 
the understanding that upon delivery of the Bonds, a municipal bond insurance policy insuring 
the payment when due of the principal of and interest on the Bonds will be issued by the 
Insurer. Any explanation of the significance of such rating may be obtained only from Standard 
& Poor's Ratings Services. The Office and the Authority furnished to Standard & Poor's Ratings 
Services certain information and materials. Generally, rating agencies base their ratings on such 
information and materials, and, in addition, on investigations, studies and assumptions made by 
the rating agencies themselves. There is no assurance that the rating mentioned above will 
remain in place for any given period of time or that it will not be lowered or withdrawn entirely by 
Standard & Poor's Ratings Services if in its judgment circumstances so warrant. The Authority, 
the Corporations and the Underwriter have undertaken no responsibility either to bring to the 
attention of the owners of the Bonds any proposed change in or withdrawal of such rating or to 
oppose any such proposed revision. Any such downward change in or withdrawal of the rating 
would have an adverse effect on the market price of the Bonds. 
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UNDERWRITING 

The Bonds are being purchased by Altura, Nelson & Co., Incorporated (the 
"Underwriter"} at a purchase price of $22, 777,078.95 (representing the aggregate principal 
amount of the Bonds, less an Underwriter's discount in the amount of $202,905.00, and plus an 
original issue premium of $434,983.95), plus accrued interest. The Bond Purchase Contract 
provides that the Underwriter will purchase all of the Bonds, if any are purchased, and contains 
the agreement of the Corporations to indemnify the Underwriter against certain liabilities to the 
extent permitted by law. The obligation of the Underwriter to make such purchase is subject to 
certain terms and conditions set forth in the Bond Purchase Contract. 

The Underwriter may offer and sell the Bonds to certain dealers and others at prices or 
yields different from the prices or yields stated on the cover page to this Official Statement. The 
offering prices or yields may be changed from time to time without notice by the Underwriter. 

The Underwriter is neither involved with the investment of funds for the Authority or any 
Corporation nor is the Underwriter receiving any fees in connection therewith. 

FINANCIAL STATEMENTS 

Certain audited financial statements of each Corporation are included in "APPENDIX B". 
Such financial statements are included herein in reliance upon the authority of the various 
auditors as experts in giving such reports. Investors should review these financial statements 
prior to purchasing the Bonds. 

CONTINUING DISCLOSURE 

The Authority has determined that no financial or operating data concerning the 
Authority is material to an evaluation of the offering of the Bonds or to any decision to purchase, 
hold or sell the Bonds and the Authority will not provide any such information. Each Corporation 
has undertaken all responsibilities for any continuing disclosure to Owners of the Bonds as 
described below, and the Authority shall have no liability to the Holders of the Bonds or any 
other person with respect to Rule 15c2-12 promulgated by the Securities and Exchange 
Commission (the "Rule"). 

Each Corporation has covenanted for the benefit of Owners of the Bonds to provide 
upon request certain financial information and operating data relating to the respective 
Corporation and publicly available at the time of the request (an "Annual Report"), and to file 
notices of the occurrence of certain enumerated events, if material. An Annual Report, 
consisting of the most recently available documents of the type to be included in the Annual 
Report at the time the request is received, will be provided to any person who requests it. The 
notices of material events will be filed by each Corporation with the Municipal Securities 
Rulemaking Board and with the appropriate State information depository, if any. Requests for 
copies of an Annual Report and notices of material events should be addressed to: 

ASIAN COMMUNITY CENTER OF SACRAMENTO VALLEY 
7375 Park City Drive 
Sacramento, CA 95831 
Attention: Chief Executive Officer 
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CALIFORNIA AUTISM FOUNDATION, INC. 
4075 Lakeside Drive 
Richmond, CA 94806 
Attention: Executive Director 

CLINICAS DEL CAMINO REAL 
200 South Wells Road, Suite 200 
Ventura, CA 93004 
Attention: Chief Executive Officer 

COMMUNITY MEDICAL CENTERS 
701 East Channel Street 
Stockton, CA 95202 
Attention: Chief Executive Officer 

SOUTHERN CALIFORNIA ALCOHOL & DRUG PROGRAMS 
11500 Paramount Boulevard 
Downey, CA 90241 
Attention: Chief Executive Officer 

SOCIAL MODEL RECOVERY SYSTEMS 
250 East Rowland Street 
Covina, CA 91723 
Attention: Chief Executive Officer 

VERDUGO MENTAL HEALTH 
1540 East Colorado Boulevard 
Glendale, CA 91205 
Attention: Chief Executive Officer 

The specific nature of the information to be contained in an Annual Report or the notices 
of material events is set forth in APPENDIX E - "FORM OF CONTINUING DISCLOSURE 
CERTIFICATE." These covenants have been made in order to assist the Underwriter in 
complying with Securities and Exchange Commission Rule 15c2-12(b)(5). Each Corporation 
has had no instance in the previous five years in which it failed to comply in all material respects 
with any previous continuing disclosure obligation under the Rule. 

-37-



MISCELLANEOUS 

The foregoing and subsequent summaries. descriptions or provisions of the Bonds, the 
Indenture, Loan Agreements, the Contracts of Insurance, the Regulatory Agreements and the 
Deeds of Trust and all references to other materials not purporting to be quoted in full are only 
brief outlines of some of the provisions thereof and do not purport to summarize or describe all 
of the provisions thereof. 

This Official Statement is not to be construed as a contract or agreement between the 
Authority or the Corporations and the Owners of any of the Bonds. 

CALIFORNIA HEAL TH FACILITIES FINANCING 
AUTHORITY 

By: is/ Sandra Simpson-Fontaine 
Executive Director 
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APPENDIX A 

INFORMATION CONCERNING THE CORPORATIONS 

The information contained herein as Appendix A has been obtained from the 
Corporations. Neither the Underwriter nor the Authority makes any representation as to the 
accuracy of this information. 
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ASIAN COMMUNITY CENTER OF SACRAMENTO VALLEY 

History 

The Asian Community Center of Sacramento Valley, a California nonprofit public benefit 
corporation (the "Center"), owns and operates a 99-bed skilled nursing facility known as the 
Asian Community Nursing Home (the "ACNH") and a community center (the "ACC") located in 
Sacramento, California. The Center was incorporated in 1972 to develop and provide charitable 
services designed to promote the general welfare of persons of Asian ancestry. Its services are 
geared toward the needs of the elderly, immigrants and non-English speaking populations. 
Notwithstanding its primary mission, the Center complies fully with the provisions of applicable 
federal, State of California and local laws prohibiting discrimination on the basis of race, color, 
creed, sex, religion, national origin, disability, marital status, age, physical handicap, medical 
condition or ancestry. 

Description of the Facilities and Services Provided 

The Center's ACNH began providing services in 1987 and consists of approximately 
40,000 square feet of space. The facility provides 24 hour care to its residents and the following 
services: physician ordered medication administration, personal care, physical and occupational 
therapy and speech pathology. Clinical laboratory and radiology services are provided to 
residents on a contract basis. Residents are admitted only upon order of a physician. The 
services provided by ACNH are designed to meet the health needs of the Asian population, and 
are available to the general public. 

The ACC administrative office is located at 7375 Park City Drive, Sacramento, CA 
95831, where it also operates a range of community services for older adults living in the 
community. Services include ACC Rides Transportation Services, ACC Drop-In Respite 
Services, and over 25 classes that are part of its Lifelong Learning and Wellness Programs. 

The Deed of Trust executed in connection with the 1992 Refunding Series D Bonds 
relates to the Center's ACNH facility in Sacramento, California. 

Service Area 

ACNH's primary service area as Sacramento County, California, which includes the 
cities of Sacramento, Rio Linda, North Highlands, Citrus Heights, Orangevale, Folsom, Fair 
Oaks, Carmichael, Rancho Cordova, Elk Grove, Galt, Isleton and the Delta from which the 
majority of residents are drawn. 

Personnel and Employee Relations 

As of January 2005, the Center employed approximately 121 individuals representing a 
total of approximately 96 full-time equivalent personnel. Of these employees approximately 92 
percent are ACNH staff, 78 of whom belong to the nursing staff. The Center's employees are 
not currently associated with any unions and management is not aware of any union organizing 
activity. The Center considers its relations with its employees to be good. 
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License 

The ACNH is licensed each year by the State of California Department of Health 
Services. The current license is due to expire on April 4, 2005. 

Insurance 

The Center carries professional liability insurance insuring that its employees, 
volunteers, officers, directors, trustees and committee members, while acting within the scope of 
their duties, against malpractice liability with limits of $3,000,000 per occurrence. Primary 
coverage is provided through Lloyd's Insurance I American Health Insurance Co., with excess 
coverage primarily underwritten by Lloyd's Insurance I American Health Insurance Co. The 
Center also currently carries property damage insurance (including business interruption 
insurance) through Evanston Insurance with a coverage limit of approximately $9,957,516. 

Corporate Governance 

The Center is currently governed by a 17-member Board of Directors (the "Board"). The 
bylaws of the Board authorizes a maximum of a 17-member Board. Approximately one-third of 
the directors are elected annually to serve three year terms for a maximum of two terms. 
Directors may be re-elected to additional terms after a one year absence. The current members 
of the Board of Directors of the Center, their occupations and the expiration of their respective 
terms are as follows: 

Name Occupation Expiration of Term 
Winston Ashizawa Consultant December 2007 
Norman Fong Pharmacist December 2006 
Bob Garrett Certified Public Accountant December 2005 
Howard Harris Retired December 2006 
Paula Higashi Lawyer December 2006 
Lynn Kurahara Administrator December 2005 
Frances Lee Retired December 2005 
Franc Martinez Electrical Engineer December 2006 
Don Morishita Retired December 2006 
Rose Nagao Retired December 2007 
Mary Philip Manager December 2006 
Janet Sakata Social Services December 2005 
Jerry Seid Manager December 2005 
Janet Tedesco Administrator December 2006 
Craig Wong Retired December 2006 
Helen Yee Consultant December 2006 
Walt Yip Private Business December 2007 

A-3 



Executive Management 

The senior management team responsible for the daily operations of the ACNH are 
profiled below: 

DONNA L. YEE, Executive Director, earned her Doctor of Philosophy degree from 
Brandeis University, Boston MA (1990), and brings 33 years of experience as a social worker, 
manager, health services researcher, policy advocate, and administrator to this position. She 
joined the staff in 2000. 

DARREN L. TRISEL, Nursing Home Administrator, earned a Master of 
Administration/Health care from Central Michigan University (1991 ), and brings 17 years of 
experience as a lab technologist, and skilled nursing facility administrator. He joined the staff in 
2001. 

RANJIT K. SINGH, Director of Nursing, earned her Bachelor of Science in Nursing from 
Central Nursing College in Suva, Fiji Islands (1977) and obtained her Registered Nurse license 
in 1995. She joined the staff in 2000 as MOS Nurse Coordinator and has been the Director of 
Nursing since 2002. 

WILLIAM F. FONG, M.D. Nursing Home Medical Director, earned his M.D. degree from 
the University of California, San Francisco ( 1948). He has been the Medical Director position 
since the ACNH opened in 1987. 

Financial Information 

The following summary statement of revenues and expenses for the three fiscal years 
ended December 31, 2001 through 2003 are derived from the audited financial statements of 
the Center. Unaudited figures are shown for 2004. The data set forth below is qualified by 
reference to, and should be read in conjunction with the financial statements and related notes 
thereto of the Center, included in Appendix B of the Official Statement. 
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ASIAN COMMUNITY CENTER OF SACRAMENTO VALLEY 
SUMMARY STATEMENT OF REVENUES AND EXPENSES 

Fiscal Years Ending December 31 

Audited Audited Audited Unaudited 
2001 2002 2003 2004 

Revenue and Other Suggort: 
Patient care $4,579,331 $4,766,655 $4,999,976 $5,359,784 
Bingo 366,311 337,311 353,539 242,381 
Grants 166,946 196,089 229,410 
Program revenue 14,518 51,493 44,347 
Rental 5,994 10,767 10,144 
Contributions and other 257 758 298,996 363 352 389,146 

Total Revenue and Other 5,203,400 5,590,420 5,975,216 6,275,212 
Support 

Ogerating Ex~enses: 
Programs 4,664,003 4,889,265 5,286,028 5,101,955 
Management, general and 133,7997 135,166 81,406 261,721 
administrative 
Fund-raising 255,235 306,396 307 227 430 062 

Total Expenses 5,053,035 5,330,827 5,674,661 5,793,738 

Change in net assets from 150,365 259,593 300,555 481,474 
operations 

Other Changes: 
Interest and dividends 94,906 46,891 38,255 56,818 
Net realized and unrealized gain (119,227) (110,286) 46,158 140,841 
(loss) on investments 
Investment fees (9479) (11,087) (7.671) (20 234) 
Total other changes (33,800) (74,482) 76,742 177,425 

Change in Net Assets 116,565 185,111 377.297 304,049 

Net Assets at beginning of year 4,560 391 4,676,956 4,862,067 5 239 364 

Net Assets at end of year $4 676 956 $4 862 067 $5 ?39 364 $5 543 413 

Source: Asian Community Center. 

Sources of Revenues 

Payments to the Center on behalf of certain residents are paid by the federal 
government under the Medicare program, by the federal government and the State of California 
under the Medicaid program, known as Medi-Cal in California, by commercial insurance 
carriers, by self-paying residents and by contracted rate payors (including health maintenance 
organizations) ("Contracts"). See however, "BONDHOLDERS' RISKS" in the Official Statement 
for a discussion of factors which may affect revenues. 

The following summarizes the Center's mix of revenues by payor source for the three 
fiscal years ended December 31. 
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ASIAN COMMUNITY CENTER OF SACRAMENTO VALLEY 
Revenues by Payor Source 

Fiscal Years Ended December 31 

Payor Source 
Medicare 
Medi-Cal 
Private 
Contracts 

Total 

Source: Asian Community Center. 

Other Indebtedness 

2002 
$ 130,566.55 

2,909,529.83 
1, 770,301.59 

234,088.30 
$5,044,496.27 

2003 
$ 145,724.00 

3,313,686.00 
1,823,305.31 

311 795.00 
$5,594,510.31 

2004 
$ 249,618.00 

4,031,263.00 
1,583,713.00 

300,576.00 
$6, 165, 170.00 

After issuance of the Bonds to refund the 19920 Asian Community Bonds, the Center 
will have no other outstanding long term bonded indebtedness. 

Historic Utilization of Facilities 

Historical utilization data for the Center's ACNH is shown in the table below: 

ASIAN COMMUNITY CENTER OF SACRAMENTO VALLEY 
Historic Utilization 

Fiscal Years Ended December 31 

Licensed Beds 
Bed Days Available 
Bed Days Used 
Occupancy Rate 

Source: Asian Community Center. 

Litigation 

2002 
36,135 
35,628 
99% 

2003 
36, 135 
35,872 
99% 

2004 
36,234 
35,935 
99% 

There is no controversy or litigation of any nature now pending against the Center, or the 
knowledge of its officers threatened, restraining or enjoining the execution or delivery of its Loan 
Agreement, or the issuance, sale, execution and delivery of the Bonds, any proceedings of the 
Center taken concerning the execution, delivery, issuance or sale thereof, the pledge or 
application of any moneys or security provided for the payment of the Bonds or for the payment 
of its obligations under its Loan Agreement or the existence or powers of the Center relating to 
the execution and delivery of its Loan Agreement. 

There is no litigation of any nature now pending against the Center, or the knowledge of 
its officers threatened, which, in the judgment of the Center management, would materially 
adversely affect the operations or financial condition of the Center. 
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Loan Payment Schedule 

Shown below is the Loan Payment schedule for the obligation of the Center on its Loan, 
in connection with the Bonds: 

ASIAN COMMUNITY CENTER OF SACRAMENTO VALLEY 
Loan Payment Schedule 

Year Ending Principal Total Center 
!April 1) Payments Interest Loan Payment 

2006 $ 125,000.00 $ 72,452.50 $ 197,452.50 
2007 190,000.00 68,702.50 258,702.50 
2008 195,000.00 63,002.50 258,002.50 
2009 200,000.00 57,152.50 257, 152.50 
2010 205,000.00 50,152.50 255,152.50 
2011 215,000.00 42,977.50 257,977.50 
2012 220,000.00 35,237.50 255,237.50 
2013 230,000.00 27,317.50 257,317.50 
2014 240,000.00 18,807.50 258,807.50 
2015 250,000.00 9,687.50 259 687.50 
Total $2,070,000.00 $445,490.00 $2,515,490.00 
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THE CALIFORNIA AUTISM FOUNDATION, INC. 

General 

The California Autism Foundation, Inc. ("CAF") was founded in 1982, and is a nonprofit 
public benefit corporation governed by a Board of Directors. CAF's primary purpose is to provide 
specialized program services for people with autism and other developmental disabilities, and to 
educate the public regarding developmental disabilities and the potential contribution of those 
with disabilities. CAF provides residential and vocational services to achieve this goal. 

Existing Facilities and Services 

Residential Services. CAF's first group home, A Better Chance ("ABC"), was opened in 
San Rafael in 1983 and housed six autistic teenagers. A clinical program was created which 
emphasized development of a resident's communication skills, maximum empowerment of 
residents to make their own choices, and a program of skill-building activities. In addition, 
behavior modification protocols were employed to address behavioral problems. The success of 
this program led to the creation of eight additional ABC group homes currently in operation 
(together, the "ABC Group Homes), three of which are specifically for children. The ABC Group 
Homes are ail licensed by the State of California Department of Social Services. CAF currently 
provides residential services to 54 clients. 

Residential care is the cornerstone of CAF. Currently 54 clients, age 1 O to 60, live in 
nine ABC homes located in Marin, Contra Costa and San Francisco Counties. 

Supported Living. Supported Living represents CAF's participation in the movement 
toward more mainstream living for people with developmental disabilities. Supported Living 
Services provide clients the opportunity to live in their own house or apartment and experience 
greater independence than is possible in a licensed home. In March 2001, CAF's Supported 
Living Services began with 10 consumers. Currently, over 20 consumers are served in three 
counties, Contra Costa, Alameda and Marin. 

A Better Chance School. A Better Chance School serves students ages 6-22 from 
eight school districts, and specializes in helping students who have been unable to succeed 
elsewhere. 

The school's functional skills curriculum includes basic math and language arts, 
vocational training, culinary classes, art classes, music classes, travel training and self help 
skills together with a modern behavioral intervention program. Some of the students participate 
in on-site counseling, as well as speech, language, art, music and movement therapy. Classes 
are organized according to age and skill levels. Each student has six to ten academic goals per 
year that are measured quarterly and staff develop a Functional Behavior Analysis/Intervention 
Plan for each student that focuses on fostering responsibility and skills training. Older students, 
age 14 and up, have an Individual Transition Plan that combines employment with educational 
objectives in preparation for their transition to an adult program at age 22. Matthew McAlear, 
Assistant Principal, says "Our job is to prepare our students for successful transitions into adult 
programs after graduation. Simultaneously, we prepare the community to live and work with our 
students. It is so rewarding to see what is possible for our students." Students from ABC School 
are working at Hooper's Chocolates, Wendy's, McDonald's, Jack in the Box, Pinole Paws, and 
Pinole Animal Shelter. They also work in landscaping and clean up for the Marin County Parks 
System. 
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Day Services. In 1988, CAF opened A Better Chance Day Program (the "ABC Day 
Program"), which provides vocational training opportunities for residents of CAF's ABC Group 
Homes and others in the community. The ABC Day Program is licensed by the State of 
California Department of Social Services. ABC Day Program clients work at landscaping, meals 
on wheels delivery, screen-printing, light packaging and assembly, and commercial cooking and 
cleaning. 

In 1989, CAF opened ABC Supported Employment, a vocational training program 
funded by the Department of Rehabilitation. ABC Supported Employment offers employment 
coaching for high potential clients who are capable of learning to work at independent job sites. 
It is a program designed to assist disabled individuals with their employment needs in the 
community. Job coaches are teamed up with consumers and provide ongoing support for the 
duration of their jobs by assisting with transportation, providing one-on-one training, and 
assisting with social skills necessary to ensure a successful work experience. 

In 2001, ABC Day Program expanded to include a Marin County site, and it currently 
serves over 100 consumers in Contra Costa and Marin Counties. 

In April 1994, CAF acquired the assets and liabilities of Westcom Industries 
("Westcom") from Rehabilitation Services of Northern California. Westcom was a sheltered 
workshop program, renamed "ABC Industries," and currently employs developmentally disabled 
individuals to manufacture and sell goods and services. ABC Industries offers job opportunities 
to clients who are more independent than CAF's ABC Day Program clients, but are not yet 
ready for independent employment. ABC Industries includes vocational assessment of client
employees, classroom instruction under contract with the West Contra Costa County Unified 
School System Office of Adult Education, work experience, and outplacement assistance. 
Clients working in ABC Industries perform assembly, repackaging, and re-labeling for food, 
beverage and software industries. Approximately one employee per quarter transfers from the 
workshop program to the ABC Supported Employment program. Generally, after one year in the 
ABC Supported Employment program, the employee is able to work independently in the private 
sector. The ABC Industries and ABC Supported Employment are not required to be licensed by 
any state agency but are funded by the Department of Rehabilitation and are required to be 
accredited by the Commission for the Accreditation of Rehabilitation Facilities, a national 
accreditation agency. 

Supported Employment. ABC Supported Employment assists those who work offsite at 
various businesses such as Home Depot, Hooper's Chocolates, McDonalds, Chevy's 
Restaurant, and Ross Department Store. A CAF job coach provides complete job training and 
ongoing support to participants and acts as liaison between the employer and CAF employee. 

Use of Prior Bond Proceeds 

A portion of the Prior Bond proceeds were used to purchase and improve a 60,000 
square-foot warehouse building that become the vocational training center for ABC Day 
Program and ABC Industries, as well as to house the offices of CAF. This increased space 
allowed ABC Industries to accept new business contracts and new clients, which were being 
turned away due to lack of capacity. The new location also allowed CAF to expand its 
classroom and office space for its other operations. ABC Day Program acquired larger offices 
and a new 4,000 square-foot training center, allowing it to expand its client base. CAF 
administration also received more office space and a conference room. A portion of the Prior 
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Bond proceeds were also used to refinance financing for the five ABC Group Homes owned by 
CAF. 

Management 

The management of CAF is comprised of the following: 

John Clay, Executive Director. Mr. Clay, the founder of CAF, has served as Executive 
Director since 1983. Previously, he was a social worker and assistant director at Napa State 
Hospital for five years, and. a behavioral counselor and family therapist for Family Services of 
the North Bay for five years Mr. Clay received a B.A. in Politics from the University of Sussex 
and a M.S. in Psychiatric Social Work at Columbia University. 

Margaret Schliessmann, Chief of Operations. Ms. Schliessmann joined CAF in 1994 
as the Director of Residential Services. Previously, she was the Founder and Co-Director of 
Therapon Association for the Developmentally Disabled for 16 years. At CAF, Ms. 
Schliessmann directs, administers, and coordinates the activities of the CAF organization in 
support of policies, goals, and objectives established by the Chief Executive Officer and the 
Board of Directors. She oversees a $10 million annual budget and 250 staff. Ms. 
Schliessmann has a total of 26 years experience and a BA in Liberal Studies from the University 
of the Pacific, Raymond College. 

Ludy Argouarch, Chief Financial Officer. Ms. Argouarch joined CAF in 2000. 
Previously, she was a Financial Manager for ten years for Exodus, Inc. and Therapon 
Association, both non profit agencies providing services for developmentally disabled and 
autistic people. She was an Administrative Assistant for Therapon Association for three years. 
She worked for eight years for banking and financial institutions in the Philippines. Ms. 
Argouarch received a B.A. in Business Administration, Major in Accounting, from the University 
of East and a Certified Public Accountant status from the Philippines. 
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Board of Directors 

CAF is governed by a Board of Directors. The Board of Directors is responsible for 
establishing policies and approving budgets, activities, programs and capital expenditures. The 
Board Members and their occupations are as follows. 

-'-'N=a=m=e'--~~~~~~~~~P_o~s~i=ti=o=n'--~~~~~~~~O~c~c~uip~a~ti~o~n'--~~~~~~-
John Clay Non-voting Member Executive Director of CAF 
Nate Garhart President Attorney 
Rhonda Johnson Vice President Bank Manager 
Martin Peters Secretary Business Owner 
Debra Greenstein Treasurer Business Owner 
Diane Nolan Miller Member Educator 
Ralph Mcleran Member Real Estate Broker 
Fred Bowe Member CHP Retired 
Darolyn Davis Member Business Owner 
Ron Kilgore Member Service Provider 
C. William Maxeiner Member, Emeritus 

Insurance Coverage 

CAF carries general liability insurance provided by USI of Southern California Insurance 
Services covering CAF and its employees while acting within the scope of their duties. The 
limits of liability are $1 million per occurrence and $2 million aggregate, plus a $2 million 
umbrella. 

Employees 

CAF currently has approximately 250 employees; approximately 25 of these employees 
work on a part-time basis. None of the employees are represented by a bargaining unit. Health 
and dental insurance is provided to all full-time employees. 

Service Area 

CAF's service area is determined by the Regional Center of the East Bay (as discussed 
below under "Sources of Revenues") and is based on factors such as transportation time, 
consumer choice, and case manager referrals. The service area includes Richmond, San Pablo, 
El Sobrante, El Cerrito, Hercules and Pinole, all areas of increasing population, business 
growth, employment, and housing. Transportation services in the area include Amtrak, Bay Area 
Rapid Transit and AC Transit (bus service). 

Competition 

Commercial Support Services, a program similar to the ABC Industries, is located in 
West Contra Costa County, approximately 8 miles from ABC Industries. Commercial Support 
Services has both a work activity and a supported employment component, with 90 people in 
the work activity program and 25 people in supported employment. They have been in operation 
for 30 years within the Richmond area. In addition, Community Integrated Work Program is a 
day program in Richmond. CAF's management expects these facilities to have a negligible 
effect on its revenues. 
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Sources of Revenues 

CAF receives revenues primarily from four sources: 

Regional Centers. The majority of CAF's revenues (approximately 81 percent) are 
received from Regional Centers. In order for the State to carry out its responsibilities under the 
Health and Welfare Services division of the State Department of Developmental Services, the 
State contracts with a network of nonprofit regional centers ("Regional Centers") to provide fixed 
points of contact in the community for persons with developmental disabilities. State general 
fund revenues are annually allocated for the operation of these Regional Centers. Currently, 
there are 21 Regional Centers in the State. Regional Centers provide initial intake and 
assessments, public information services, individual program plans, referrals, and other 
services. The Regional Centers may enter into service contracts with private nonprofit 
organizations that meet the requirements established by the Department of Developmental 
Services. 

The ABC Group Homes and the ABC Day Program receive funding from the Regional 
Center of the East Bay, the Golden Gate Regional Center, and other Regional Centers, 
depending on the source of the referral. There is currently a waiting list for individuals interested 
in the ABC Day Program. 

Social Security. The ABC Group Homes receive Supplemental Security Income ("SSI"), 
either from the Regional Centers or the representative payee, who is the person or entity 
designated to receive SSI funds on behalf of a client. The Regional Centers have historically 
reduced State payments by the amount of any SSI increase. 

Rehabilitation. ABC Industries and Supported Employment receive funding from the 
State Department of Rehabilitation. Funds for ABC Industries are based on client census at 
ABC Industries. With the increased space available at the new location, management expects 
the client load to increase by approximately ten percent per year. 

Other Income and Donations. Other income primarily includes revenues generated 
from the operations at Custom Assembly and Packaging. Normal donations are projected to 
grow at historic levels. 
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Financial Summary 

The following summary statement of revenues and expenses for the three fiscal years 
ended December 31, 2001 through 2003 are derived from the audited financial statements of 
CAF. Unaudited figures are shown for 2004. The data set forth below is qualified by reference 
to, and should be read in conjunction with the financial statements and related notes thereto of 
the Center, included in Appendix B of the Official Statement. 

THE CALIFORNIA AUTISM FOUNDATION, INC. 
SUMMARY STATEMENT OF REVENUES AND EXPENSES 

Fiscal Years Ending December 31 

Audited Audited Audited Unaudited 
2001 2002 2003 2004 

Unrestricted Net Assets 
Revenues, gains and other support: 

Contributions $ 86,399 $ 382,743 $ 1,360,032 $ 195,935 
Program services 6,705,181 8,787,823 9,394,257 8,894,867 
Production revenue 1,057,021 853,031 1,081,508 1,117,078 
Interest income 30,412 12,745 8,873 80,195 
Rental income 123,741 107,822 23,814 23,275 
Other income 10 652 108 173 117195 212 083 

Total unrestricted revenue, gain, support 8,013,406 10,252,337 11,985,679 $10,523,433 

Changes restricted net assets: 
Decrease to bond reserve funds, net (22,871) (8,732) (14,744) (71,653) 
Decrease to funds held on behalf of clients, net (4,318) (2,630) (14,599) (3 504) 

Total unrestricted revenue, gains and other support 7,986,217 10,240,975 11,956,336 10,448,276 
and reclassifications 

Expenditures: 
Program services: 

Support services 5,521,629 7,143,481 7,626,058 7,395,577 
Production expenses 782,455 762,030 801 001 1 010,729 

Total program services 6,304,084 7,905,511 8,427,059 8,406,306 

Supporting services 
Management and administrative 1,314,164 1,331,077 1,263,935 1,555,441 
Fund raising 5229 29 070 201 491 111 003 

Total supporting services 1,319,393 1,360, 147 1,465,426 1,666,444 

Total Expenditures 7,713,477 9,265,658 9,892,485 10,072,750 

Increase in unrestricted net assets 272,740 975,317 2,063,851 375,526 

TemQorarily Restricted Net Assets 
Increase in bond reserve funds, net 22,871 8,732 14,744 71,653 
Decrease to funds held on behalf of clients, net 4 318 2,630 14 599 2504 

Increase in temporarily restricted net assets 27,189 11,362 29,343 75,157 

Net Assets at Beginning of Year 1,796,516 2,096,445 3,083,124 5, 176,318 

Net Assets at End of Year $2,096,445 $3,083,124 $5,176,318 $5,627,000 
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Other Indebtedness 

After issuance of the Bonds to refund the 1995A California Autism Bonds, GAF will have 
no other outstanding long term bonded indebtedness. 

Loan Payment Schedule 

Shown below is the Loan Payment schedule for the obligation of GAF on its Loan, in 
connection with the Bonds: 

THE CALIFORNIA AUTISM FOUNDATION, INC. 
Loan Payment Schedule 

Year Ending Principal Total 
(April 1) Payments Interest Loan Payment 

2006 $ 185,000.00 $ 164,907.50 $ 349,907.50 
2007 190,000.00 159,357.50 349,357.50 
2008 195,000.00 153,657.50 348,657.50 
2009 205,000.00 147,807.50 352,807.50 
2010 210.000.00 140,632.50 350,632.50 
2011 215,000.00 133,282.50 348,282.50 
2012 225,000.00 125,542.50 350,542.50 
2013 235,000.00 117,442.50 352,442.50 
2014 245,000.00 108,747.50 353,747.50 
2015 250,000.00 99,437.50 349,437.50 
2016 265,000.00 89,750.00 354,750.00 
2017 275,000.00 76,500.00 351,500.00 
2018 290,000.00 62,750.00 352,750.00 
2019 305,000.00 48,250.00 353,250.00 
2020 320,000.00 33,000.00 353,000.00 
2021 340,000.00 17,000.00 357 000.00 
Total $3,950,000.00 $1,678,055.00 $5,628,065.00 
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CLINICAS DEL CAMINO REAL, INC. 

History, Description of Facilities and Services 

Clinicas del Camino Real, Inc. ("Clinicas"), formerly known as the Free Clinic of the 
Santa Clara River Valley, is a California nonprofit corporation, incorporated in 1975. Clinicas 
operates seven community clinics located in the cities of Ventura, Oxnard, Fillmore, Santa 
Paula and Ojai in the county of Ventura, California. Comprehensive primary care services are 
provided at all seven health centers as well as Mental Health Services. The Ventura and two 
Oxnard facilities provide dental services and Ophthalmology Services are provided in the 
Ventura and Oxnard sites as well. Clinicas' mission is to provide services to all residents of the 
County of Ventura, without regard to patients' financial status or language spoken. 

Service Area Description 

Management has identified Clinicas' primary service area as the County of Ventura. 
More than 90% of the patients Clinicas served in fiscal year ended June 30, 2004 reside in this 
primary service area. 

Historical Utilization of Facilities 

Historical client utilization data for the Clinicas' facilities is shown in the table below: 

CLINICAS DEL CAMINO REAL, INC. 
Client Utilization 

2000 2001 2002 2003 2004 

Primary Care 63,351 63,354 68,594 75,329 81,720 
Mental Health 12,964 12, 185 11,421 12,370 14,608 
Dental 10,436 13,018 14,708 17,069 21, 120 
Health Education 1,466 964 1,168 1,547 267 
Nutrition 10 3 6 6 109 
Outreach 10, 110 12,225 13,405 13,550 15,608 
Other Health ( 1) 4 175 4109 5 017 8175 8,528 
Total 102,512 105,858 114,319 128,046 141,960 

(1) Includes Optometry, Podiatry, Chiropractor and Acupuncture 
Source: Clinicas del Camino Real, Inc. 

Primary Service Area Competitors 

While there are many primary care physicians in Clinicas' service area, Clinicas 
experiences very little direct competition. This lack of competition is due to the fact that most 
private practice physicians do not service Clinicas' target population: low income, monolingual 
(Hispanic) farm workers and Medi-Cal recipients. 

For patients without insurance, Clinicas' facilities are the only ones in the County of 
Ventura area that offer a sliding fee scale. In addition, health care must be accessible 
linguistically as well as financially; Clinicas' bilingual, bicultural staff meets that need. Very few 
other health facilities have bilingual personnel in all staff levels, as Clinicas does. Clinicas' 

A-15 



frequently overloaded patient schedules attest to the fact that Clinicas competes with few others 
for stated target population. 

Summary Financial Information 

The following summary statement of revenues and expenses for the four fiscal years 
ended June 30, 2001 through 2004 are derived from the audited financial statements of 
Clinicas. The data set forth below is qualified by reference to, and should be read in conjunction 
with the financial statements and related notes thereto of Clinicas, included in Appendix B of the 
Official Statement. 

CLINICAS DEL CAMINO REAL, INC. 
SUMMARY STATEMENT OF REVENUES AND EXPENSES 

Fiscal Years Ending June 30 

2001 20002 20003 2004 
SuQQOrt and Revenues: 
Patient Services $ 8,613,883 $10,752,165 $12.193,058 $13,537,552 
Grants & contracts 2.638,746 2,936.524 4.176,168 4,284,238 
Other Income 134 049 112 516 63 471 60,263 
Gross Operating Revenue 11.386,678 13,801,205 16.432,697 17,882,053 

Less Deductions: 
Contractual Allowances 1,000.391 1.540.210 2,007,180 2,214,620 
Uncollectible Allowances 318,811 362,028 394, 119 363,569 
Total Deductions 1 319 202 1.902.238 2.401.299 2,578,189 

Total Support & Revenues 10,067.476 11.898,967 14,031,398 15,303,864 

0Qerating ExQenses 
Salaries & Benefits 6.436,941 7,416,179 8,618,340 9,929,766 
Supplies & Other 1,401,527 2,021,195 2,740,603 2,244,307 
Contracted Services 528,061 408,270 602,794 792,170 
Building Rent/Maintenance 199,927 215,373 239,909 221,449 
Depreciation 629,242 554,545 716,785 828,813 
Interest Expense 659 204 687 616 637 927 616 237 

Total Expenses 9,854,902 11,303, 178 13,556,358 14,632,742 

Excess of Support and 
Revenue over operating 
expenses 212,574 595,789 475,040 671, 122 

Capital Acquisitions 683,365 333,116 1,054,675 1,663,769 

Excess of Revenues over 
Expenses $212 574 $595 789 $475 040 $671 122 
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The summary statement of revenues and expenses for the six-month period ended 
December 31, 2003 and 2004 are derived from the unaudited financial statements and includes 
all adjustments, consisting of normal recurring accruals, which management of Clinicas 
considers necessary to present such information in conformity with generally accepted 
accounting principles. The results of operations for the six months ended December 31, 2004 
shown in the subsequent table are not necessarily indicative of the operating results to be 
expected for the entire fiscal year ended June 30, 2005. 

CLINICAS DEL CAMINO REAL, INC. 
SUMMARY STATEMENT OF REVENUES AND EXPENSES 

Six Months Ending December 31 

Support and Revenues: 
Patient Services 
Grants & contracts 
Other Income 
Gross Operating Revenue 

Less Deductions: 
Contractual Allowances 
Uncollectible Allowances 
Total Deductions 

Total Support & Revenues 

Operating Expenses 
Salaries & Benefits 
Supplies & Other 
Contracted Services 
Building Rent/Maintenance 
Depreciation 
Interest Expense 

Total Expenses 

Excess of Support and Revenue over 
operating expenses 

Capital Acquisitions 

Source: Clinicas del Camino Real. Inc. 

Capitalization 

Six Months 
2003-04 

$7,104,427 
2,020,990 

73 872 
9, 199,289 

1,289,010 
55,744 

1 344 754 
7,854,535 

4,662,349 
997,134 
373, 163 
229,637 
404,920 
339,245 

$7 006,448 

$848 087 

$442 019 

Six Months 
2004-05 

$7,613,911 
2,265,730 

8064 
9,887,705 

1,339,396 
563,361 

1 902 757 
7,984,948 

5,646,544 
1, 144,017 

396,812 
231,368 
426,534 
344 100 

$8, 189,375 

($204 427} 

$157 493 

The following tables set forth the capitalization of Clinicas as June 30, 2004. 

Outstanding Long-Term Debt: 
Fund Balance Total: 
Total Capitalization (total assets): 
Net Long-Term Debt as a percentage of Total Capitalization: 

Source: Clinicas del Camino Real, Inc. 
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$ 9, 113,668 
3 754 848 

$12,868,516 
40.48% 



Other Indebtedness 

After issuance of the Bonds to refund the portion of the STARTS Bonds relating to 
Clinicas, the portion of the 1990 Local Med COPs relating to Clinicas, and the 1995A Clinicas 
Bonds (all as described in the Official Statement) Clinicas will have no other outstanding long 
term bonded indebtedness. 

Sources of Revenues 

A summary of revenue by source for fiscal years 2000 through 2004 is set forth in the 
following table: 

Patient Services 
Grants & Contracts 
Other Income 

CLINICAS DEL CAMINO REAL, INC. 
Summary Statement of Revenues and Expenses 

Historical Payor Class Mix 

2000 2001 

$7,107,553 $7,294,681 
1,558,593 1,876,051 

98 747 134 049 
$8,764,893 $9,304,781 

~ 

$8,849,927 
1,881, 160 

112516 
$10,843,603 

2003 

$9,791,759 
1,459,387 

63471 
$11,314,617 

Source: Clinicas del Camino Real, Inc. 

License 

2004 

$10,959,363 
2,863,042 

60 263 
$13,882,668 

The facilities of Clinicas are licensed as community clinics by the State of California, 
Department of Health Services. 

Professional Staff 

As of September 30, 2004, Clinicas professional staff consisted of approximately 15 full
time equivalent ("FTE") physicians, 8 FTE mid-level practitioners, 13 FTE psychologists, and 7 
FTE dentists. 

Employees 

As of September 30, 2004, Clinicas employed a staff of approximately 266 individuals 
representing at total of approximately 215 FTE personnel. These numbers include the 
professional staff identified in the previous section. Clinicas' employees are not currently 
associated with any unions. 

Clinicas enjoys a good working relationship with its employees. Approximately 16% have 
worked for Clinicas for over five years and approximately 10% have more than 10 years of 
service. These figures understate the loyalty of Clinicas' employees because Clinicas has 
experienced rapid growth in recent years, vastly increasing the denominator of the proportion. 
Management estimates that employee turnover in fiscal year ended June 30, 2004 was 
approximately 12%. 
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Governance 

Clinicas is governed by its Board of Directors, which currently consists of nine members. 
Each director holds office for a period three years. 

The Board of Directors appoints the Chief Executive Officer who is the direct 
representative of the Board of Directors in the management of Clinicas, and is responsible for 
the administration of all departments. 

Litigation 

There is no controversy or litigation of any nature now pending against Clinicas, or to the 
knowledge of its officers threatened, restraining or enjoining the execution or delivery of its Loan 
Agreement, or the issuance, sale, execution and delivery of the Bonds, or in any way contesting 
or affecting the validity of the Bonds, any proceedings of Clinicas taken concerning the 
execution, delivery, issuance or sale thereof, the pledge or application of any moneys or 
security provided for the payment of the Bonds or for the payment of its obligations under its 
Loan Agreement or the existence or powers of the Clinicas relating to the execution and delivery 
of its Loan Agreement. 

There is no litigation of any nature now pending against Clinicas, or to the knowledge of 
its officers threatened, which, in the judgment of Clinicas, would materially adversely affect the 
operations or financial condition of Clinicas. 

Seismic Consideration 

On January 17, 1994, an earthquake of an estimated magnitude of 6.8 on the Richter 
Scale struck the Los Angeles are causing significant damage to public and private structures 
and facilities in a four-county area including northern Los Angeles County, Ventura County, and 
parts of Orange and San Bernardino Counties, which were declared as State and Federal 
disaster areas on January 18. The earthquake totally destroyed Clinicas' Fillmore Clinic. 
However, services to patients have never stopped and the Fillmore Clinic began seeing patients 
out of modular units. The Fillmore Clinic resided in the modular units for four years. Clinicas 
has since built a new two-story, 12,131 square foot health center, which opened in 1998. This 
site offers medical, dental, and mental health services, along with an outreach and health 
education staff. 
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Loan Payment Schedule 

Shown below is the Loan Payment schedule for the obligation of Clinicas on its Loan, in 
connection with the Bonds: 

CLINICAS DEL CAMINO REAL, INC. 
Loan Payment Schedule 

Year Ending Principal Total 
(April 1} Payments Interest Loan Payment 

2006 $ 125,000.00 $ 411,047.50 $ 536,047.50 
2007 385,000.00 407,297.50 792,297.50 
2008 395,000.00 395,747.50 790,747.50 
2009 415,000.00 383,897.50 798,897.50 
2010 430,000.00 369,372.50 799,372.50 
2011 435,000.00 354,322.50 789,322.50 
2012 450,000.00 338,662.50 788,662.50 
2013 470,000.00 322,462.50 792,462.50 
2014 495,000.00 305,072.50 800,072.50 
2015 510,000.00 286,262.50 796,262.50 
2016 525,000.00 266,500.00 791,500.00 
2017 560,000.00 240,250.00 800,250.00 
2018 580,000.00 212,250.00 792,250.00 
2019 610,000.00 183,250.00 793,250.00 
2020 645,000.00 152,750.00 797,750.00 
2021 465,000.00 120,500.00 585,500.00 
2022 490,000.00 97,250.00 587,250.00 
2023 460,000.00 72,750.00 532,750.00 
2024 485,000.00 49,750.00 534,750.00 
2025 510 000.00 25,500.00 535 500.00 
Total $9,440,000.00 $4,994,895.00 $14,434,895.00 
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COMMUNITY MEDICAL CENTERS, INC. 

History, Description of Facilities and Services 

Community Medical Centers, Inc. (the "Center"), formerly known as Agricultural Workers' 
Health Centers, provides health care and related services to low-income, rural and urban 
residents and a large number of migrant and seasonal farm workers in the Counties of San 
Joaquin, Yolo, Solano and Calaveras. Initially established in 1967 as migrant-oriented health 
clinics operating out of mobile vans, the Center has grown to ten permanent sites (including one 
dental clinic) and now offers comprehensive, family oriented primary health care with a culturally 
diverse staff to all segments of the low to moderate income populations of the communities it 
serves. The Center's user base has grown from 2,000 in 1967 to more than 44,000 in 2004. 

The Center's ten clinic sites include: one in the County of Yolo (Esparto), two in the 
County of Solano (Dixon and Vacaville), one in the County of Calaveras (San Andreas) and six 
in the County of San Joaquin (Stockton, Tracy and Lodi). The proceeds of the Prior Bonds were 
used for the City of Stockton site known as the San Joaquin Valley Health Center which later 
became the Channel Medical Center. 

The Channel Medical Center and all the other Center's sites are certified as Federal 
Qualified Health Centers ("FQHC"). This designation entitles the clinics to prospective payment 
reimbursement for costs related to services covered by Medi-Cal, including overhead and debt 
service costs allocated to those services up to a cap. This is an important advantage over 
standard fixed-rate, fee-for-service Medi-Cal reimbursement. Furthermore, FQHC designation 
allows continued prospective payment rate reimbursement under managed care systems, which 
otherwise precludes cost-based reimbursement. 

The Centers have received funding from Section 330/329 Community Health Center 
program since 1978 and the Migrant Health Center program since 1967. 

Service Area Description 

Management has identified the Center's primary service area, as far as medical visits 
are concerned, as a four-county area that includes eastern Solano, Yolo, Calaveras, and San 
Joaquin. The primary service area for dental visits is the County of San Joaquin. 
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Utilization of Facilities 

Historical client utilization data for the Center's facility is shown in the following table: 

COMMUNITY MEDICAL CENTERS, INC. 

Total Medical Encounters with 
Physicians and mid-level 
practitioners 

* Projected 

84,842 

Source: Community Medical Centers, Inc. 

Primary Service Area Competitors 

Client Utilization 

2001 

91,465 

2002 

108,906 

Management has identified no primary service area competitors. 

Summary Financial Information 

~ 

126,976 

2004 

131.396* 

The following summary statement of revenues and expenses for the four fiscal years 
ended June 30, 2001 through 2004 are derived from the audited financial statements of the 
Center. The data set forth below is qualified by reference to, and should be read in conjunction 
with the financial statements and related notes thereto of the Center, included in Appendix B of 
the Official Statement. 
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COMMUNITY MEDICAL CENTERS, INC. 
SUMMARY STATEMENT OF REVENUES AND EXPENSES 

Fiscal Years Ending June 30 

2001 2002 2003 2004 
GRANT REVENUE: 

Health and Human Services Funds $1,843,930 $2,537,638 $2.203,065 $2,804,621 
Health and Human Services other 392,360 544,529 468, 197 517,596 
HIV Care San Joaquin/Solano County 61,552 
Special Supplemental Food Program 

for Women and Children 529,257 547,813 666,001 681,776 
Non Governmental grants and other 474,300 497,757 667,984 204,236 
State and County Funds 1, 134,626 1,725,041 1,536, 159 1,420,840 

Total Grant Revenue 4,374,733 5,852,778 5,541,406 5,690,621 
PROGRAM REVENUE: 

Private patients 1,998,338 2,096,204 2,161,119 2,691,766 
Private insurance 448,764 731,751 414,379 771,760 
Child Health, Disability and Prevention 594,647 589,632 599,547 196, 156 
Medi-Cal and Medicare 4, 179,470 6,419,588 6,503,241 8,714,659 
Denti-Cal 143,714 137,686 134,569 228,696 
Family Planning 724,404 797,710 957,347 1,106,431 
Pharmacy 679,004 

Total Program Revenue 8,089,337 10,772,571 10,770,202 14,388,472 
Less: write, off of uncollectible (1,420,083) (1, 728,807) (1,710,332) (1,853,417) 
Net program revenue 6,669,254 9,043,764 9,059,870 12,535,055 
Net Assets Released 267,985 164 448 313511 245 158 
Total Revenue 11,311,972 15,060,990 14,914,787 18,470,834 

EXPENSES: 
Salaries 6,945,516 8,067,484 9,768,317 11, 149,203 
Fringe benefits 716,284 893,573 1,234,948 1,662,204 
Travel 96,853 121,664 131,917 166,176 
Equipment 89,351 390,525 227,126 41,309 
Supplies 93,682 131,819 164,096 131,141 
Contractual 91,518 76,973 208,696 216,544 
Drugs 360,211 153,000 174,569 503,618 
Other 2,300,332 3,094,583 3,307,745 3,521,884 

Total Expenses 10,693,747 12,929,621 15,217,414 17,392,079 
OTHER INCOME: 

Interest income 29,194 35,802 51,259 31,327 
Other income 7,051 2,886 7,910 9,695 
Donation 0 0 0 195 
Fire loss reimbursement 0 0 0 
Interest expense (217,778) (213,428) (209,239) (223,793) 

Total Other Income (181,533) (174,740) (150,070) (182,576) 
EXCESS OF REVENUE (EXPENSES) i3Z2 023 i:l 956 629 i(452 69Z) $896 H9 
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The summary statement of revenues and expenses for the six month periods ended 
December 31, 2003 and 2004 shown in the subsequent table are derived from the unaudited 
financial statements and include all adjustments, consisting of normal recurring accruals, which 
management of the Center considers necessary to present such information in conformity with 
generally accepted accounting principles. The results of operations for the six months ended 
December 31, 2004 are not necessarily indicative of the operating results to be expected for the 
entire fiscal year ending June 30, 2005. 

COMMUNITY MEDICAL CENTERS, INC. 
SUMMARY STATEMENT OF REVENUES AND EXPENSES 

Six Months Ending December 31 

GRANT REVENUE: 
Health and Human Services Funds 
Health and Human Services other 
HIV Care San Joaquin/Solano county 
Special Supplemental Food Program 

for Women and Children 
Non Governmental grants and other 
State and County Funds 

Total Grant Revenue 
PROGRAM REVENUE: 

Private patients 
Private insurance 
Child Health, Disability and Prevention 
Medi-Cal and Medicare 
Denti-Cal 
Pharmacy 
Family Planning 

Total Program Revenue 
Less: write, off of uncollectible 
Net program revenue 
Net Assets Released 
Total Revenue 

EXPENSES: 
Salaries 
Fringe benefits 
Travel 
Equipment 
Supplies 
Contractual 
Drugs 
Other 

Total Expenses 
OTHER INCOME: 

Interest income 
Other income 
Donation 
Fire loss reimbursement 
Interest expense 

Total Other Income 
EXCESS OF REVENUE (EXPENSES) 

Six Months 
12/31/2003 

$1,287,312 
243,630 

33,881 
342,608 

173,046 
640,580 

2,721,057 

1,088,020 
157,720 
116,375 

3,683,866 
107,249 

0 
777 091 

5,930,321 
(899 327) 

5,030,994 
0 

$7 752 051 

5,471,016 
596,841 

81,127 
34,328 
62,380 

140, 172 
41,698 

1 444 872 
7,872,434 

19,344 
6,051 

195 
0 

{103,010) 
(77,420) 

$(197 803) 

Six Months 
12/31/2004 

$1,382,817 
200,007 

38, 104 
407,676 

102,550 
579 237 

2,710,391 

1,114,124 
258,949 

76,259 
4,405,315 

125,093 
558,072 
776 140 

7,313,952 
{897,650) 

6,416,302 
0 

$9 126 693 

5,916,839 
871,816 

70,122 
74,212 
71,722 

191,206 
310,725 

1 671 492 
9,178,134 

14,800 
1,166 

0 
0 

(112,523) 
(96,557) 

${147 998} 

Note: The Six months ended December 31, 2003 and 2004 do not include non-operating income of managed care 
risk pool distributions which are booked at fiscal year end. Net Assets Released are also booked at Year End. 
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Capitalization 

The following table sets forth the capitalization of the Center at June 30, 2004. 

Outstanding Long-Term Debt: 
Fund Balance Total: 
Total Capitalization: 
Net Long-Term Debt as a percentage of Total Capitalization: 

Source: Community Medical Centers, Inc. 

Other Indebtedness 

June 30. 2004 
$2,580,000 

5,698.848 
$8,278,848 

31.1% 

After issuance of the Bonds to refund the portion of the STARTS Bonds relating to the 
Center, (as described in the Official Statement) the Center will have no other outstanding long 
term bonded indebtedness. 

Sources of Revenues 

A summary of revenue by source for fiscal years 2000 through 2004 is set forth in the following 
table: 

COMMUNITY MEDICAL CENTERS, INC. 

Grants and Contracts 
Gross Fee for Service 

2000 
4,074,523 
6,635,177 

Source: Community Medical Centers, Inc. 

License 

Historical Payor Class Mix 

2001 
4,374,733 
6,669,254 

2002 
5,852,778 
9,043,764 

2003 
5,250,141 
9,351,135 

2004 
5,690,621 

12,535,055 

The facilities of the Center, including the Channel Medical Center facility, are licensed as 
community clinics by the State of California, Department of Health Services. 

Professional Staff 

As of September 30, 2004, the Center professional staff consisted of approximately 40. 
There was one professional staff (Nurse Practitioner) who left CMC in fiscal year ended June 
30, 2004. 

Employees 

As of September 30, 2004, the Center employed a staff of approximately 311 individuals 
representing a total of approximately 251 full-time equivalent personnel. Full-time equivalent 
personnel has increased from 170 in 2000 to 251 in 2004. The Center's employees are not 
currently associated with any unions. 
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The Center enjoys a good working relationship with its employees. Approximately 15% 
have worked for the Center for over 5 years and approximately 11 % have more than 10 years of 
service. Management estimates that employee turnover in the fiscal year ended June 30, 2004 
was approximately 16%. 

Governance 

The Center is governed by its Board of Directors, which currently consists of ten 
members. Each director holds office for a term of three years. 

The Board of Directors appoints the Chief Executive Officer, who is the direct 
representative of the Board of Directors in the management of the Center, and is responsible for 
the administration of all departments. 

The Project 

The Center's portion of the proceeds of the Bonds will be used to refinance the Center's 
portion of the Prior Bonds, the proceeds of which refunded bonds that were used to (i) defease 
a bridge loan on a building purchased near to the current facility of San Joaquin Valley Health 
Center in Stockton, California, (ii) renovate the new facility into a full service medical clinic and 
provide a parking lot, and (iii) renovate the current facility into a complete dental facility. In 
addition to the refinancing, the Center will also use approximately $157,000 of Bond proceeds to 
fund improvements to the Center's leased facility in the City of Lodi. 

Litigation 

There is no controversy or litigation of any nature now pending against the Center, or, to 
the knowledge of its officers threatened, restraining or enjoining the execution or delivery of its 
Loan Agreement, or the issuance, sale, execution and delivery of the Bonds, or in any way 
contesting or affecting the validity of the Bonds, any proceedings of the Center taken concerning 
the execution, delivery, issuance or sale thereof, the pledge or application of any moneys or 
security provided for the payment of the Bonds or for the payment of its obligations under its 
Loan Agreement or the existence or powers of the Center relating to the execution and delivery 
of its Loan Agreement. 

There is no litigation of any nature now pending against the Center, or to the knowledge 
of its officers threatened, which, in the judgment of the Center, would materially adversely affect 
the operations or financial condition of the Center. 
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Loan Payment Schedule 

Shown below is the Loan Payment schedule for the obligation of the Center on its Loan, 
in connection with the Bonds: 

COMMUNITY MEDICAL CENTERS, INC. 
Loan Payment Schedule 

Year Ending Principal Total 
(April 1) Payments Interest Loan Payment 

2006 $ 50,000.00 $ 139,511.26 $ 189.511.26 
2007 135,000.00 138,011.26 273,011.26 
2008 140.000.00 133,961.26 273.961.26 
2009 145,000.00 129,761.26 274,761.26 
2010 150,000.00 124,686.26 274,686.26 
2011 155,000.00 119,436.26 274,436.26 
2012 160,000.00 113,856.26 273,856.26 
2013 165,000.00 108,096.26 273,096.26 
2014 170,000.00 101,991.26 271,991.26 
2015 175,000.00 95,531.26 270,531.26 
2016 185,000.00 88,750.00 273,750.00 
2017 195,000.00 79,500.00 274,500.00 
2018 200,000.00 69,750.00 269,750.00 
2019 215,000.00 59,750.00 274,750.00 
2020 225,000.00 49,000.00 274,000.00 
2021 235,000.00 37,750.00 272,750.00 
2022 520,000.00 26,000.00 546 000.00 
Total $3,220,000.00 $1,615.342.60 $4,835,342.60 
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SOCIAL MODEL RECOVERY SYSTEMS, INC. 

History, Description of Facilities and Services 

Social Model Recovery Systems, Inc. ("Social Model") is a nonprofit 501 (c)(3) 
corporation, incorporated in June 1986. One of Social Model's programs is Touchstones 
("Touchstones"), a residential treatment facility addressing the needs of adolescents with 
alcohol and other drug addictions. Touchstones, which opened in March 1992, provides 
residential and nonresidential phase recovery programs with emphasis on family recovery and 
support services, providing group and individual counseling, introduction to self-help groups 
such as Alcoholics Anonymous, and formal academic instruction. Social Model operates 9 other 
treatment and prevention programs in Southern California, and conducts peer consultation and 
training throughout the State of California for various drug and alcohol programs. 

Service Area Description 

Touchstones' primary service area is the County of Orange. Secondary service areas 
include the Counties of Los Angeles, Riverside and San Diego. 

Historical Utilization of Facilities 

Historical client utilization data for the Touchstones facility only is shown in the table 
below: 

SOCIAL MODEL RECOVERY SYSTEMS, INC. 

Licensed Beds 
Admissions 
Patient Days 
Occupancy 
Average Length of Stay (months) 

Source: Social Model Recovery Systems, Inc. 

Primary Service Area Competitors 

Client Utilization 

Fiscal Year 
2002 
23 
67 

6,923 
83% 
2.87 

Fiscal Year 
2003 

23 
83 

7,011 
84% 
3.4 

Fiscal Year 
2004 
23 
94 

6,954 
83% 
2.64 

Management has identified the following facilities as competitors of Touchstones: 

Facility 
Med Pro 

Phoenix House 
Positive Action Center, Chapman Hosp. 
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Location 
San Clemente 

Santa Ana 
Orange 



Summary Financial Information 

The following summary statement of revenues and expenses for the three fiscal years 
ended June 30, 2002 through 2004 are derived from the audited financial statements of Social 
Model. The data set forth below is qualified by reference to, and should be read in conjunction 
with the financial statements and related notes thereto of Social Model, included in Appendix B 
of the Official Statement. 

SOCIAL MODEL RECOVERY SYSTEMS, INC. 
SUMMARY STATEMENT OF REVENUES AND EXPENSES 

Fiscal Years Ending June 30 

Audited Audited Audited 
2002 2003 2004 

SUPPORT AND REVENUE 
Service Contracts $2,805,044 $3,101,617 $3,129,612 

Client Fees 1,292, 100 1,355,334 1,424,964 

Consulting Services 58,300 84,415 55,963 

Community Housing Revenue 66,831 67,839 56,224 

Contributions 500 12,745 4,031 

Interest and Dividends 19,002 6,288 2,478 

Other 25 000 63 000 43483 

Total Revenue 4,266,777 4,691,238 4,716,755 

EXPENSES 
Staffing and related expenses 2,865,178 3,268,460 3,393,268 
Facility Expense 367,058 399,706 255,838 

Equipment Lease and Interest 65,222 73,482 74,388 

Insurance 46,048 60,922 61,660 

Resident Supplies 245,829 233,961 257,577 

Travel and Vehicle 100,119 116,671 99,838 
Professional Fees 142,071 123,096 97,057 

Other 211 673 291 477 329,388 

Total Expenses 4 043198 4 567 776 4 569 014 

INCREASE IN NET ASSETS FROM OPERATIONS 223,580 123,462 147,741 

NET ASSETS AT BEGINNING OF YEAR 843,954 906,330 1 029 792 

NET ASSETS AT END OF YEAR $1 067 534 i:1 029 Z92 $1 177 533 

Source: Social Model's Audited Financial Statements for Fiscal Years 2002 through 2004. 
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The summary statement of revenues and expenses for the six-month periods ended 
December 31, 2003 and 2004 shown in following table are derived from the unaudited financial 
statements and includes all adjustments, consisting of normal recurring accruals, which 
management of Social Model considers necessary to present such information in conformity 
with generally accepted accounting principles. The results of operations for the six months 
ended December 31, 2004 are not necessarily indicative of the operating results to be expected 
for the entire fiscal year ended June 30, 2005. 

SOCIAL MODEL RECOVERY SYSTEMS, INC. 
SUMMARY STATEMENT OF REVENUES AND EXPENSES 

Six Months Ending December 31 

SUPPORT AND REVENUE 
Service Contracts 
Client Fees 
Consulting Services 
Community Housing Revenue 
Contributions 
interest and Dividends 
Other 
Total Revenue 

EXPENSES 
Staffing and related expenses 
Facility Expense 
Equipment Lease and Interest 
Insurance 
Resident Supplies 
Travel and Vehicle 
Professional Fees 
Other 
Total Expenses 

Increase in Assets From Operations 

Source: Social Model Recovery Systems, Inc. 

Capitalization 

Six Months Six Months 
12/31/2003 12/31/2004 

$1,592,782 $1,748,823 
622,709 716,313 

32,831 26,706 
24,257 41,626 
3,528 8,357 
1,226 3,483 

10 000 33 101 
2,287,335 2,578,411 

1,672,771 1,808,449 
195,100, 196,578 
40,337 30,834 
29, 113 29,290 

121,541 141,412 
61,606 52,990 
58,750 84,427 
91 010 98 141 

2,270,228 2,442,119 

$17 105 $136 289 

The following table sets forth the capitalization of Social Model at June 30 2004. 

Outstanding Long-Term Debt: 
Fund Balance Total: 
Total Capitalization: 
Net Long-Term Debt as a Percentage of Total Capitalization: 

Source: Social Model Recovery Systems, Inc. 
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June 30. 2004 
$2,529,153 

1,029,792 
$3,558,945 

71.06% 



A summary of revenue by source for all of Social Model's facilities for fiscal years 2001 
through 2004 is set forth in the following table. 

SOCIAL MODEL RECOVERY SYSTEMS, INC. 
Historical Revenue Sources 

2001 2002 2003 2004 

County Contracts 62.06% 65.74% 66.12% 66.35% 
Non-County Contracts 2.02 1.37 1.80 1.19 
Client Fees 33.75 30.28 28.89 30.23 
Other _.lli 2.61 ~ 2.23 

100.00% 100.00% 100.00% 100.00% 

Source: Social Model Recovery Systems, Inc, 

Sources of Revenues 

A summary of revenue by source for fiscal years 2000 through 2004 is set forth in the 
following table: 

SOCIAL MODEL RECOVERY SYSTEMS, INC. 
Historical Revenues 

County Contracts 

Non-County Contracts 

Client Fees for Service 
Other 

2000 
$2,090,726 

57,717 

1,494,630 
23,455 

Source: Social Model Recovery Systems, Inc. 

Other Indebtedness 

2001 2002 
$2,366,396 $2,805,044 

76,940 58,300 
1,341,224 1,358,931 

28,216 44,502 

2003 
$3,101,617 

84,415 

1,423, 173 
82,032 

2004 
$3, 129,613 

55,963 

1,481,904 
49,276 

After issuance of the Bonds to refund the portion of the STARTS Bonds relating to Social 
Model, (as described in the Official Statement) the Center will have the following outstanding 
long term bonded indebtedness. 

Notes Payable. At June 30, 2004, Social Model had vehicle notes payable totaling 
$65,210, with interest rates ranging from 0% to 11.9%. 

Long-Term Debt. Other than the bonds being refunded with Bond proceeds, Social 
Model's only long-term indebtedness consists of a Loan Agreement, dated as of June 1, 2001, 
between the Authority and Social Model, which payments are on a parity with Social Model's 
obligation under the Loan, and will be cross-collateralized. The proceeds of the 2001 loan were 
used to finance the acquisition and renovation of a facility located on East Fork Road, Azusa, 
California. The outstanding balance on the 2001 loan is $1,755,000. 
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License 

Social Model's Touchstone facility is licensed as a group home by the State of California, 
Department of Social Services. 

Professional Staff 

Touchstones is a nonmedical program, therefore no direct medical personnel are on 
staff. However, a psychiatrist who is on-call 24 hours is retained as a consultant. 

Employees 

As of September 30, 2004, Social Model employed a staff of approximately 80 
individuals representing a total of approximately 65 full-time equivalent personnel. Social Model 
employees are not currently associated with any labor union. 

Twenty seven percent (27%) of staff have worked for Social Model for over five years. 

Governance 

Social Model is governed by its Board of Directors, which currently consists of five 
members. Each director holds office for a period of three years. 

The Board of Directors appoints the Chief Executive Officer, who is the direct 
representative of the Board in the management of Social Model, and is responsible for the 
administration of all departments. 

The Project 

Social Model's portion of the proceeds of the Bonds will be used to refinance Social 
Model 's portion of the Prior Bonds, the proceeds of which were used to purchase Touchstones 
Adolescent Alcohol and Other Drug Treatment Services at 515 North Parker Street, Orange, 
California 92868. 

Litigation 

There is no controversy or litigation of any nature now pending against Social Model, or 
to the knowledge of its officers threatened, restraining or enjoining the execution or delivery of 
its Loan Agreement, or the issuance, sale, execution and delivery of the Bonds, or in any way 
contesting or affecting the validity of the Bonds, any proceedings of Social Model taken 
concerning the execution, delivery, issuance or sale thereof, the pledge or application of any 
moneys or security provided for the payment of the Bonds or for the payment of its obligations 
under its Loan Agreement or the existence or powers of Social Model relating to the execution 
and delivery of its Loan Agreement. 

There is no litigation of any nature now pending against Social Model, or to the 
knowledge of its officers threatened, which, in the judgment of Social Model, would materially 
adversely affect the operations or financial condition of Social Model. 
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Loan Payment Schedule 

Shown below is the Loan Payment schedule for the obligation of Social Model on its 
Loan, in connection with the Bonds: 

Year Ending 
{April 1) 

2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
Total 

SOCIAL MODEL RECOVERY SYSTEMS, INC. 
Loan Payment Schedule 

Principal 
Payments 

$ 35,000.00 
45,000.00 
45,000.00 
45,000.00 
45,000.00 
50,000.00 
50,000.00 
50,000.00 
55,000.00 
55,000.00 
60,000.00 
60,000.00 
65,000.00 
70,000.00 
70,000.00 
75,000.00 
80,000.00 

$955,000.00 
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Interest 

$ 40,571.26 
39,521.26 
38, 171.26 
36,821.26 
35,246.26 
33,671.26 
31,871.26 
30,071.26 
28,221.26 
26,131.26 
24,000.00 
21,000.00 
18,000.00 
14,750.00 
11,250.00 
7,750.00 
4 000.00 

$441,047.60 

Total 
Loan Payment 

$ 75,571.26 
84,521.26 
83, 171.26 
81,821.26 
80,246.26 
83,671.26 
81,871.26 
80,071.26 
83,221.26 
81,131.26 
84,000.00 
81,000.00 
83,000.00 
84,750.00 
81,250.00 
82,750.00 
84,000.00 

$1,396,047.60 



SOUTHERN CALIFORNIA ALCOHOL & DRUG PROGRAMS, INC. 

Southern California Alcohol & Drug Programs, Inc. ("SCADP") is a nonprofit public 
benefit corporation founded in 1972. SCADP was organized by community volunteers, including 
parents, members of the judicial system and recovering alcoholics/addicts, in an effort to create 
a local resource to prevent and treat substance addiction and related problems, including 
homelessness. Although started as a grassroots effort, SCADP has grown to become one of 
Southern California's largest resources for nonprofit substance abuse recovery services, and 
currently serves over 4,000 homeless men, women and children each year. As its primary goal, 
SCADP seeks to provide shelter and treatment modalities for the needs of diverse, high-risk 
populations, including homeless families, women and their children, Latino families, Latinas and 
their children, Latino high-risk youth, the criminal justice population, deaf and hard of hearing 
persons, men and women and their children living with HIV/AIDS. mental health, and battered 
women and their children. SCADP's administrative offices are located in its corporate office in 
Downey, California. 

SCADP provides a comprehensive continuum of care including detoxification, treatment, 
transitional housing, outpatient counseling, aftercare (employment development, skills building, 
placement, relapse prevention counseling), and permanent housing case management. SCADP 
provides a current static capacity of 500 residential beds and more than 2,000 outpatient slots in 
programs for men, women, youth and families. The treatment philosophy integrates social 
model principles (peer interaction and group therapies) with public health concepts and mental 
health therapies to form a multi-disciplinary mix of shelter and care. 

Service Area Description 

SCADP primarily serves the Los Angeles and Orange Counties. The southeast area of 
Los Angeles County comprises the bulk of SCADP's clients. This area has been identified as 
having the second largest Hispanic population in Los Angeles County and 37 .5% of the clients 
served are Hispanic. 

Historic Utilization of Facilities 

Historic client utilization data for SCADP's facilities for fiscal years 2001 through 2004, 
with projections for 2005, is shown in the table below. 
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SOUTHERN CALIFORNIA ALCOHOL & DRUG PROGRAMS, INC. 
Historic Client Utilization 

Actual Actual Actual Actual Projected 

Year Ending June 30 2001 2002 ~ 2004 2005 
Residential - Existing Bed-Days 144,480 150,275 173,375 173,375 164,500 

Clients Served - Residential 1,886 2,076 1,921 1,825 1,850 

Average reimburs. per bed/day 67 63, 67 64 64 

Average reimbursement per client 4,957 4,482 5,901 5,781 5,801 

Average length stay days 77 72 90 95 94 

Occupancy(%) 97% 98°/o 97% 95% 96% 

Subtotal Client Fees - Residential $9,349,542 $9,305,192 $11,336,745 $10,550,893 $10,731,616 

% Client Fees - Residential 69.99% 64.41% 71.23% 66.28% 66.28% 

Community/OutQatienV DUI 
Clients Served OutpatienUEdu 3,163 3,198 3,249 3,638 3,950 

Services 
Average Reimbursement per Client 478 704 493 657 562 

Subtotal Client Fees Outpatient :1;1 511,649 :1;2,251 456 :1;1 603,118 :1;2,390 525 :1;2 220 861 
Services 

Total Client Served 5,049 5,274 5,170 5,463 5,800 

Total Revenues per Client 2,151 2,191 2,503 2,369 2,233 

Total Client Revenue $10,861,191 $11,556,648 $12,939,663 $12,941,418 $12,952,477 

Other Revenue 296 203 324 610 257 613 202 175 350 000 

Total Revenue $11157 394 $11 881 258 $13 197 476 $13 143 593 $13 302 477 

Source: Southern California Alcohol & Drug Programs, Inc. 

Primary Service Area Competitors 

There are approximately 250 Department of Health Services-ADPA funded programs in 
Los Angeles County, about a quarter of which provide residential services. In fiscal year 1998-
99 the latest data year available) these programs served 36,000 unduplicated clients. This is 
approximately 10% higher than in 1996-97. SCADP defines its service area as Los Angeles and 
Orange Counties. In Los Angeles County the majority of SCADP's clients are from the cities of 
Downey, Norwalk, Long Beach and Whittier. In Orange County the majority of SCADP's clients 
are from the cities of Costa Mesa, Anaheim and Santa Ana. 

SCADP is generally considered to be one of the larger providers of residential substance 
abuse services for men, women and children in California. Local providers include Behavioral 
Health Services, Social Model Recovery Services, and Prototypes, A Center for Innovation in 
Health, Mental Health and Social Services. In the areas that SCADP serves, it is second only to 
Behavioral Health Services in the amount of services it provides to Los Angeles. SCADP is the 
only provider of residential services to women and children in Orange County. However, 
County agencies contract with many different providers for social services. Increased 
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competition from a wide variety of potential sources, including, but not limited to, other in
residence and outpatient social service facilities, clinics, behavioral health care professional, 
and others, could adversely affect the utilization and/or revenues of SCADP. Competition may, 
in the future, arise from new sources not currently anticipated. Further competition for SCADP's 
clients and funding sources may also arise as a result of changes in the funding mechanisms for 
social services. However, the passage of Proposition 36 by the voters of California to treat 
rather than incarcerate nonviolent drug offenders is expected to provide over 50 million dollars 
for treatment services in Los Angeles County. SCADP will be under contract with Los Angeles 
County to provide additional services for this population and continues to contract with various 
entities to provide residential and outpatient services to criminal justice populations. 

Management of SCADP have identified the following primary service area competitors 
(as compared to SCADP): 

Facility 
Tarzana Treatment Center 
Southern California Alcohol & Drug Programs, Inc. 
Behavioral Health Services 
Clare Foundation 

Summary Financial Information 

No. of Beds 
n/a 
475 
n/a 
n/a 

The following summary statement of revenues and expenses for the four fiscal years 
ended June 30, 2001 through 2004 are derived from the audited financial statements of 
SCADP. Unaudited projected totals are shown for 2005. The data set forth below is qualified by 
reference to, and should be read in conjunction with the financial statements and related notes 
thereto of SCADP, included in Appendix B of the Official Statement. 
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SOUTHERN CALIFORNIA ALCOHOL AND DRUG PROGRAMS INC 
SUMMARY STATEMENT OF REVENUES AND EXPENSES 

Fiscal Years Ending June 30 

Actual Actual Actual Actual Projected 
2001 2002 2003 2004 2005 

Revenues 
Client Fees $ 1,851,446 $ 1,864,255 $ 1,765,016 $ 1,522,832 $ 1,648,500 
Govt Contacts 7,631,712 8,762,112 10,136,136 10,297,503 9,961,522 
Third Party Payments 4654,474 757,719 741,306 889,047 982,000 
Other Non-Fed 723,559 172,562 297,405 232,036 360,455 
Contracts 
Donated Facility 232,000 202,600 202,600 279,000 280,000 
Interest Income 16,500 22,500 8,570 18,326 25,000 
Other 47 703 99 510 46443 (95,151) 45 000 
Total $15,157,394 $11,881,258 $13, 197,476 $13, 143,593 $13,302,477 
Expenses 
Personnel $6,058,394 $6,954,665 $8, 100,824 $8,120,231 $8,288,165 
Rental 791,677 699,860 761,620 856,662 752,500 
Depreciation/Amortization 381,714 203,891 341,078 298,840 360,000 
Other Operating 2,698,753 2,996,304 3,292,156 3,130,073 2,842,000 
Interest 279 286 441 656 355 243 445 613 650 800 
Total $10,209,824 $11,296,376 $12,850,921 $12,851,419 $12,893,465 

Increase in Net Assets $947,570 $584,882 $346,555 $292,174 $ 409,012 

Functional Expenses 
Salaries Wages & 
Benefits $ 5,632,755 $ 6,470,257 $ 7,586,721 $ 7,520,887 $ 7,659,550 
Payroll Taxes 425,640 484,408 514, 103 599,344 628,615 
Auto& Equip Leases 214,200 204,746 235,672 171,347 165,000 
Bond Amor! 15,205 19,248 26,214 25,669 25,000 
Conferences/ Meetings 36,998 46,387 47,954 51,978 55,000 
Depreciation 366,509 184,643 314,864 273,171 335,000 
Films/Literature 20,515 20,266 26,571 23,411 25,550 
Food 429,253 430,612 493,590 524,743 550,500 
Furn&Equip 56,456 135,736 86,938 56,875 75,000 
Govt Admin Fees 42,175 4,150 47,702 31,997 35,000 
Housekeeping 161,800 248,393 181,414 175,789 175,000 
Insurance 122,033 118,445 139,969 153,758 169,500 
Interest 279,286 441,656 355,243 445,613 575,800 
Office Supply 158,677 183,571 157,277 139, 178 145,000 
Other 241,827 221,580 250,918 301,895 215,500 
Postage &Printing 41,518 31,443 30,516 23,591 25,000 
Professional Fees 302,931 220,366 343,232 490,750 415,500 
Rent 791,677 699,860 761,620 856,662 752,500 

Repairs & Maintenance 415,276 607,284 693,355 419,130 375,000 
Travel 113,383 112,276 110,884 116,885 115,500 
Utilities/telephone 341 710 411 049 446 164 448 746 375 000 
Total Expenditures $10,209,824 $11,296,376 $12,850,921 $12,851,419 $12,893,465 
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Capitalization 

The following table sets forth the capitalization of SCADP at June 30, 2004, as adjusted 
to reflect the incurrence of the loan under its Loan Agreement. 

Outstanding Long-Term Debt: 
Fund Balance Total: 
Total Capitalization: 
Net Long-Term Debt as a percentage of Total Capitalization: 

Source: Southern California Alcohol & Drug Programs, Inc. 

Sources of Revenues 

June 30. 2004 

$ 8,501,787 
4 617 190 

$13, 118,977 
64.8% 

A summary of revenue by source for fiscal years 2000-01 through 2003-04, with projections for 
2004-05, is set forth in the following table: 

SOUTHERN CALIFORNIA ALCOHOL & DRUG PROGRAMS, INC. 
Revenue Sources 

Actual Actual Actual Actual Projected 
2000-01 2001-02 2002-03 2003-04 2004-05 

Revenues 
Client Fees $ 1,851.446 $ 1,864.255 $ 1,765,016 $ 1.522,832 $ 1,648,500 
Govt. Contacts 7,631,712 8,762, 112 10,136,136 10,297,503 9,961,522 
Third Party Payments 4,654.474 757,719 741,306 889,047 982,000 
Other Non-Fed Contracts 723,559 172,562 297.405 232,036 360,455 
Donated Facility 232,000 202,600 202,600 279,000 280,000 
Interest Income 16,500 22,500 8,570 18,326 25,000 
Other 47 703 99 510 46443 (95,151) 45 000 
Total $15.157.394 $11,881,258 $13, 197,476 $13,143,593 $13,302,477 

Source: Southern California Alcohol & Drug Programs, Inc. 

Other Indebtedness 

After issuance of the Bonds to refund the portion of the STARTS Bonds relating to the 
SCADP, (as described in the Official Statement), SCADP will have the following outstanding 
long term bonded indebtedness. 

Note payable to Bank of the West. This note was entered into on March 31, 2004 in the 
original amount of $700,000; it is secured by real property with monthly payments of $3,889 
principal and interest. The note is due March 1, 2019. Interest is set at a rate of 2.5% over the 
bank's cost of funds. The current interest rate on the note is 5.51 %. 

State Loan. An agreement was made with the State of California, Emergency Housing 
and Assistance Program to provide funding in the amount of $500,000 for the purchase of 
property used by SCADP. The loan is secured by the property. Repayment of the loan is 
deferred as long as the property is used as an emergency shelter and transitional housing 
facility. The-term of the loan is ten years at which time the outstanding balance will be forgiven. 
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$72.000 Note payable to John and Carolyn McFarland. dated July 11, 2000; the note is 
secured by real property. Interest-only payments of $660 per month are based on an 11 % 
interest rate. The note matures on August 7, 2006. 

$675.000 Note payable to Bank of the West, dated October 22, 2002. Principal 
payments of $3,750 beginning December 1, 2002 and continuing monthly until October 2017. 
Interest is at 2.5% over the bank's cost of funds. Current principal balance is $593,066. 

$252,000 Note payable to Bank Of The West; secured by real property. Payments of 
$1,859 interest and principal beginning August 1. 2001, ending July 1, 2031. Interest is 7.875% 
per month. 

$4,095,000 California Health Facility Financing Authority Insured Health Facility 
Revenue Bonds. 1997 Series A. Bonds are due December 1, 2022. Terms stipulate interest and 
principal payments of $26,543 per month. Interest is at 5.50% per year. Principal balance at 
June 30, 2004 was $3,400,804. This note is on a parity with SCADP's obligation under its Loan 
Agreement. 

$1,780,000 California Health Faculties Financing Authority Insured Health. Facility 
Revenue Bonds, 2001 Series A. A twenty-five year mortgage note, issued May 1, 2001, 
matures May 1, 2026. The interest rate for the first year was 3.35%, which increases each year 
to a variable rate to 5.45% in 2026. Interest and principal payments are $10,814 per month. 
Principal balance at June 30, 2004 was $1,610,371. This note is on a parity with SCADP's 
obligation under its Loan Agreement. 

License 

The facilities of SCADP are licensed as outpatient and residential programs by the State 
of California, Department of Alcohol and Drug Programs as either adult alcoholism recovery or 
adult alcoholism and drug recovery facilities. 

Professional Staff 

SCADP maintains and utilizes Medical Directors who are independent contractors. The 
staff consists of a blend of professionals and paraprofessionals who contribute to the continuum 
of care (out-patient and residential services) provided by the agency. All professionals maintain 
professional licenses and para-professionals typically have a community college generated 
certificate in alcohol and drug studies. Although the philosophy is social model, oversight in 
many cases is provided by masters level and or licensed professional staff. 

Employees 

As of December 31, 2004, SCADP employed a staff of approximately 329 individuals 
representing a total of approximately 315 full-time equivalent personnel. Full-time equivalent 
personnel has increased from 290 in 2000 to 315 in 2004. SCADP's employees are not 
currently associated with any unions. 

SCADP enjoys a good working relationship with its employees. Approximately 25% have 
worked for SCADP for over 5 years and approximately 35% have more than 1 O years of service. 
Management estimates that employee turnover in the fiscal year ended June 30. 2004 was 
approximately 15%. 
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Governance and Management 

SCADP is governed by its Board of Directors, which currently consists of 13 members 
and 4 officers. Each officer holds office for a period of one year. The members have a lifetime 
appointment. 

The Board of Directors appoints the Executive Director/Chief Executive Officer, who is 
the direct representative of the Board of Directors in the management of SCADP, and is 
responsible for the administration of all departments. 

Litigation 

There is no controversy or litigation of any nature now pending against SCADP, or, to 
the knowledge of its officers threatened, restraining or enjoining the execution or delivery of its 
Loan Agreement, or the issuance, sale, execution and delivery of the Bonds, or in any way 
contesting or affecting the validity of the Bonds, any proceedings of SCADP taken concerning 
the execution, delivery, issuance or sale thereof, the pledge or application of any moneys or 
security provided for the payment of the Bonds or for the payment of its obligations under its 
Loan Agreement or the existence or powers of SCADP relating to the execution and delivery of 
its Loan Agreement. 

There is no litigation of any nature now pending against SCADP, or to the knowledge of 
its officers threatened, which, in the judgment of SCADP, would materially adversely affect the 
operations or financial condition of SCADP. 
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Loan Payment Schedule 

Shown below is the Loan Payment schedule for the obligation of SCADP on its Loan, in 
connection with the Bonds: 

SOUTHERN CALIFORNIA ALCOHOL & DRUG PROGRAMS, INC. 
Loan Payment Schedule 

Year Ending Principal Total 
(April 1) Payments Interest Loan Payment 

2006 $ 30,000.00 $ 81,358.75 $ 111,358.75 
2007 75,000.00 80,458.75 155,458.75 
2008 85,000.00 78,208.75 163,208.75 
2009 85,000.00 75,658.75 160,658.75 
2010 90,000.00 72,683.75 162,683.75 
2011 95,000.00 69,533.75 164,533.75 
2012 95,000.00 66,113.75 161,113.75 
2013 105,000.00 62,693.75 167,693.75 
2014 105,000.00 58,808.75 163,808.75 
2015 105,000.00 54,818.75 159,818.75 
2016 115,000.00 50,750.00 165,750.00 
2017 120,000.00 45,000.00 165,000.00 
2018 125,000.00 39,000.00 164,000.00 
2019 130,000.00 32,750.00 162,750.00 
2020 140,000.00 26,250.00 166,250.00 
2021 145,000.00 19,250.00 164,250.00 
2022 150,000.00 12,000.00 162,000.00 
2023 90 000.00 4,500.00 94 500.00 
Total $1,885,000.00 $929,837.50 $2,814,837.50 
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VERDUGO MENTAL HEALTH 

History, Description of Facilities and Services 

In 1957, Glendale Mental Health Services ("Glendale"), the predecessor to Verdugo 
Mental Health ("Verdugo"), was formed as a nonprofit corporation to provide outpatient 
psychiatric services for children and adults pursuant to the results by a survey conducted by the 
Glendale Welfare Planning Council assessing the community based need for local mental 
health services. Glendale's first clinic was located in the Glendale Memorial Hospital. In 1961, 
Glendale moved to larger quarters at 803 East Broadway in Glendale, California. At that time, its 
name was changed to the Glendale Guidance Clinic. 

In 1962, Glendale was one of the first private agencies to establish a contract with the 
Los Angeles County Department of Mental Health, under the provision of the Short-Doyle Act. 
From 1963-73, Glendale moved several times as contract monies and client caseload 
increased. In 1973, an additional facility, the Burbank Child Guidance Clinic, opened to work 
specifically with child-related problems of the area's families. Glendale was also awarded a 
contract to provide treatment to first time drug offenders pursuant to Senate Bill 714 of the 
California Legislature and leased facilities to house its expanding Day Treatment program, 
Arden House. In 1981, the name of Glendale was changed to Verdugo. 

In 1983, Verdugo developed programs for training, outreach, and youth employment. In 
1985, a self-pay program was developed to provide low cost therapy to individuals who are not 
eligible to receive Short-Doyle services because of low clinical priority. In 1986, Verdugo 
opened its Positive Directions Center, as a drop-in center for persons in recovery and their 
families. 

Utilizing funds received through a Community Development Block Grant, Verdugo 
constructed the Glen Roberts Child Study Center to provide space for child treatment and 
research. This facility opened in 1987. Under the auspices of Assembly Bill 3632, Verdugo 
provides intensive outpatient services to students in need from the local special education 
consortium (including the Burbank, Glendale and La Canada School Districts) on a Burbank 
school site. Children's services were enhanced with the opening of the Magnolia Park School 
project. 

Verdugo decided to relocate its adult outpatient program and its administrative I fiscal 
services site from its Arden Avenue facility to a site closer to the Glen Roberts Child Study 
Center. In late 1993, Verdugo acquired property adjacent to the Glen Roberts Child Study 
Center at 1540 East Colorado Street in Glendale and relocated the adult outpatient program 
and administrative services to the new site during 1994. 

Also in 1994, Verdugo transitioned from a traditional clinical model of mental health 
service delivery to a rehabilitation model for State of California, Department of Mental Health 
contract programs. 

In 2001, Verdugo completed a minor name change from Verdugo Mental Health Center 
to Verdugo Mental Health and operates under that name currently. 
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Service Area Description 

Management has identified Verdugo's primary service area as the Cities of Glendale, 
Burbank, Eagle Rock, La Crescenta, and parts of Sunland-Tujunga, in Southern California. 

Historical Utilization of Facilities 

Historical client utilization data for Verdugo's facilities is shown in the table below: 

Number of patients 
Units of Service 

VERDUGO MENTAL HEALTH 
Historic Client Utilization 

2000 
2,347 

1,659,428 

2001 
2,350 

1,292, 177 

2002 
2,499 

1,718,604 

Primary Service Area Competitors 

2003 
2,168 

1,537,817 

2004 
1,803 

1,086,499 

There is no other clinic that operates in Verdugo's primary service area that has a Los 
Angeles County Department of Mental Health contract. Two local hospitals, Glendale Adventist 
Medical Center and Glendale Memorial Hospital, offer inpatient psychiatric beds. The two 
geographically closest clinics are Pacific Clinics (a private nonprofit agency) located in 
Pasadena, California and West Valley Mental Health (directly operated by the Los Angeles 
County Department of Mental Health) in Van Nuys, California. 

Summary Financial Information 

The following summary statement of revenues and expenses for the three fiscal years 
ended June 30, 2002 through 2004 are derived from the audited financial statements of 
Verdugo. The data set forth below is qualified by reference to, and should be read in 
conjunction with the financial statements and related notes thereto of Verdugo, included in 
Appendix B of the Official Statement. 

Verdugo continues to have an unfunded pension liability. The pension fund program had 
been closed, and approximately $250,000 is being annually funded into the program. Verdugo 
expects the liability to be fully funded at the end of 2005 or early 2006. 
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VERDUGO MENTAL HEALTH 
SUMMARY STATEMENT OF REVENUES AND EXPENSES 

Fiscal Years Ending June 30 

2002 2003 2004 
Public Support and Revenue: $5,273,565 $5,640,440 $5,782,888 
Public Support (United Way, Contributions, 72,380 63,826 79,721 
Fund Raising) 

Revenue: 
Outpatient 4,095,125 4,447,042 4,652,226 
Day services 388,074 372,939 361,280 
Case Management 0 0 0 
Outreach 28,991 28,991 28,991 
Rehabilitation 0 0 0 
Drug free 32,982 43,815 39,307 
Alcohol recovery 305,513 353,754 325,481 
JTPA administration - WIA 237,544 242,018 186,862 
Noncontract 114,222 95,281 69,134 
Investment Income (1,266) (7,226) 35,886 
Rental Income 0 0 0 
Total Revenue 5,201,185 5 576 614 5 703 167 
Total Public Support and Revenue $5,273,565 $5,640,440 $5,782,888 

Expenditures: 
Salaries $3,722,568 $3,442,662 $3,203,239 
Payroll taxes 281,655 248,063 254,641 
Benefits 504,301 743,171 900,086 
Advertising 11,384 12,289 5,386 
Auto & Mileage 15,709 8,925 11,486 
Bad debts expense 604, 150 3,009 0 
Building Maintenance 60,301 62,946 85,386 
Business meetings 13,687 13,876 14,560 
Computer expense 11,349 3,322 1,953 
Consulting & professional fees 52,305 126,772 148,541 
Data processing 11,262 9,793 10,382 
Depreciation 97,289 92,908 87,153 
Dues & subscriptions 35,684 29,700 28,179 
Equipment maintenance 11,154 13,465 9,162 
Equipment rental 45,472 39,533 46,185 
Facility leases 175,938 125,531 45,564 
Fund raising expenses 8,091 1,509 11,675 
Insurance 110,682 129,892 144,306 
Interest 115,838 104,173 108,785 
Legal & accounting 27,245 40,625 29,556 
Moving expense 0 2,692 395 
Office I Program supplies 133,560 122,593 116,939 
Pharmacy & lab expense 28,208 25,295 11,792 
Postage 4,532 6,780 5,093 
Printing 19,816 20,215 24,181 
Purchased services 104,318 90,944 135,919 
Staff development 7,321 3,607 4,484 
Supportive services 305 1,462 255 
Taxes & licenses 3,237 2,553 2,352 
Telephone 85,919 81,692 71,347 
Utilities 43878 49.222 39.851 

Total Expenditures 6 347 158 5.609,997 5 559,715 
Excess of Revenues over Expenditures ($1,073,593) $ 30,443 $ 223,173 
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The summary statement of revenues and expenses for the six-month periods ended 
December 31, 2003 and 2004 shown in the following table are derived from the unaudited 
financial statements and includes all adjustments, consisting of normal-recurring accruals, which 
management of Verdugo considers necessary to present such information in conformity with 
generally accepted accounting principles. The results of operations for the six months ended 
December 31, 2004 are not necessarily indicative of the operating results to be expected for the 
entire fiscal year ended June 30, 2005. The audited financial statements and related notes for 
Verdugo for the fiscal year ended June 30, 2004 is set forth in Appendix B hereto. 
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VERDUGO MENTAL HEALTH 
SUMMARY STATEMENT OF REVENUES AND EXPENSES 

Six Months Ending December 31 

Six Months 
12131/03 

Six Months 
12/31/04 

Public Support and Revenue: (Unaudited) 
Public Support (United Way, Contributions, Fund Raising) 

Revenue: 
Outpatient 
Day services 
Case Management 
Outreach - Homeless 
Rehabilitation 
Drug free 
Alcohol recovery 
JTPA administration WIA 
Noncontract 
Investment Income (loss) 
Rental Income 
Total Revenue 
Total Public Support and Revenue 

Expenditures: 
Salaries 
Payroll taxes 
Benefits 
Advertising 
Auto & Mileage 
Bad debts expense 
Building Maintenance 
Business meetings 
Computer expense 
Consulting & professional fees 
Data processing 
Depreciation 
Dues & subscriptions 
Equipment maintenance 
Equipment rental 
Facility leases 
Fund raising expenses 
Insurance 
Interest 
Legal & accounting 
Moving expense 
Office I Program supplies 
Pharmacy & lab expense 
Postage 
Printing 
Purchased services 
Staff development 
Supportive services 
Taxes & licenses 
Telephone 
Utilities 

Total Expenditures 
Excess of Revenues over Expenditures 

Source: Verdugo Mental Health. 
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$ 29,046 $ 25,911 

2,351,917 2,706,831 

16,373 5,433 

18,217 7,369 
164,509 123,814 

99,911 89,745 
31,982 44,710 
(1,023) 12,313 

2,681,886 2,990,215 
2,710,932 3,016,126 

1,580,873 1,681,766 
125,772 121,320 
470,936 396,716 

3,325 3,548 
1,791 3,439 

25,078 46,660 
4,957 6,722 
1,502 7,783 

68,054 87, 180 
5,125 5,319 

43,470 43,593 
16,835 15,492 
4,619 2,856 

16,247 40,995 
28,643 18,851 

2,650 2,624 
71,794 71,555 
54,073 49,876 
24,556 17,314 

396 
56, 131 64,406 

5,989 2,296 
2,776 2,316 

20,552 9,375 
40,917 49,034 

1,602 1,066 
148 2,573 

1,389 1,676 
34,887 34,080 
17 580 15 904 

$2,732,667 $2 677,523 
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Capitalization 

The following table sets forth capitalization of Verdugo at December 31, 2004. 

Outstanding Long-Term Debt: 
Fund Balance Total: 
Total Capitalization: 
Net Long-Term Debt as a percentage of Total Capitalization: 

Source: Verdugo Mental Health. 

Other Indebtedness 

December 31. 2004 
$ 835,000 
1176 777 

$2,079,459 
0.40% 

After issuance of the Bonds to refund the portion of the STARTS Bonds relating to 
Verdugo, (as described in the Official Statement), Verdugo will have no other outstanding long 
term bonded indebtedness. 

Historical Revenues 

A summary of revenue by source for fiscal years 2000 through 2004 is set forth in the 
following table. 

County Cont. Programs 
Non-County Program 
Contributions 

Total 

Source: Verdugo Mental Health. 

License 

VERDUGO MENTAL HEALTH 
Historical Revenues 

2000 2001 2002 
$4,731,756 $4,976,860 $4,734,787 

762,740 674,133 467,664 
50 310 235,973 71 114 

$5,544,806 $5,886,966 $5,273,565 

2003 
$5,182,536 

401,304 
56,600 

$5,640,440 

The facilities of Verdugo are MediCal certified by the State of California. 

Professional Staff 

2004 
$5,363, 110 

304,171 
115 607 

$5,782,888 

As of December 1, 2004, the Verdugo professional staff consisted of approximately 42 
employees, including approximately 19.4 full-time equivalents. 

Employees 

As of December 1, 2004, Verdugo employed a staff of approximately 147 individuals 
representing a total of approximately 48.6 full-time equivalent personnel. Verdugo's employees 
are not currently associated with any unions. 
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Verdugo enjoys a good working relationship with its employees. Approximately 7% have 
worked for Verdugo for over five years and approximately 25% have more than 10 years of 
service. 

Governance 

Verdugo is governed by its Board of Directors, which currently consists of 8 members, 2 
community support group representatives, and 8 emeritus members. Each director may hold 
office for a period of four years. 

The Board of Directors appoints the Executive Director who is the direct representative 
of the Board of Directors in the management of Verdugo and is responsible for the 
administration of all departments. 

The Project 

Verdugo's portion of the proceeds of the Series B Bonds will be used to refinance 
Verdugo's portion of the Prior Bonds, the proceeds of which were used to (i) acquire property, 
and (ii) fund tenant improvements to relocate adult and administrative programs from the 
currently leased site. 

Litigation 

There is no controversy or litigation of any nature now pending against Verdugo, or to 
the knowledge of its officers threatened, restraining or enjoining the execution or delivery of its 
Loan Agreement, or the issuance, sale, execution and delivery of the Bonds, or in any 
contesting or affecting the validity of the Bonds, any proceedings of Verdugo taken concerning 
the execution, delivery, issuance or sale thereof, the pledge or application of any moneys or 
security provided for the payment of the Bonds or for the payment of its obligation under its 
Loan Agreement or the existence or powers of Verdugo relating to the execution and delivery of 
its Loan Agreement. 

There is no litigation of any nature now pending against Verdugo, or to the knowledge of 
its officers threatened, which, in the judgment of Verdugo, would materially adversely affect the 
operations or financial condition of Verdugo. 

A-48 



Loan Payment Schedule 

Shown below is the Loan Payment schedule for the obligation of Verdugo on its Loan, in 
connection with the Bonds: 

VERDUGO MENTAL HEAL TH 
Loan Payment Schedule 

Year Ending Principal Total 
(April 1) Payments Interest Loan Payment 

2006 $ 20,000.00 $ 43,735.00 $ 63,735.00 
2007 45,000.00 43,135.00 88,135.00 
2008 50,000.00 41,785.00 91,785.00 
2009 50,000.00 40,285.00 90,285.00 
2010 50,000.00 38,535.00 88,535.00 
2011 55,000.00 36,785.00 91,785.00 
2012 55,000.00 34,805.00 89,805.00 
2013 60,000.00 32,825.00 92,825.00 
2014 60,000.00 30,605.00 90,605.00 
2015 60,000.00 28,325.00 88,325.00 
2016 65,000.00 26,000.00 91,000.00 
2017 65,000.00 22,750.00 87,750.00 
2018 70,000.00 19,500.00 89,500.00 
2019 75,000.00 16,000.00 91,000.00 
2020 80,000.00 12,250.00 92,250.00 
2021 80,000.00 8,250.00 88,250.00 
2022 85,000.00 4,250.00 89,250.00 
Total $1,025,000.00 $479,820.00 $1,504,820.00 
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INDEPENDEHT AUDfTOBI' REPORT 

To the Soard or Onctors 
Asian Community Center of Sacramen1o Valley, Inc, 
Sacramento, Calll'omia 

We have audited thEt accompanying statemen1s of tfnat'!ciaj position of Asian Com:muntty Center of Sacramento 
Valley, Inc. (a nooprof!l emporat!on) as of December 31, 2003 and 2002. and the refat&d statements- Of act.NitiK:, 
functional expenses, and cash flows for the years then $nded. These financial $talements are the r~ of 
the Organization's management Out responsibltlty ls to expres,s an opinion on these financial' statements bas&d 
on our audits. 

We conducted our aoorts In accordance with auditing standards generally aecepted In the United State of America. 
Those standards require that we plan and perionn the audit to obtain reasonable 8.S$Urance about Wheiher 1he 
fmancial statements are tree of material misstatement An audit lneludes examining, on a 1e$1 bas.is, evldenc& 
supporung !he amounts and ~es in the financial statement.a. AA aUdit als.olneluelea 8$$96$1ngthe aecoun&ig 
principles US&d and slgniflearrt es:limates made by management, as well as evaluating the overall flnM(:!af statement 
presentation. We b&lkwe that our aUdlts provide a reasonable basis for OUf opiroon. 

In Ollf opinion, the financial statements fmerred to ebove pret60t fall"~, In an material respects, the Hnandal posffion 
of Asian Community Center ot Sacramento Valley, Inc, mi of December 31, 2003 and 2002, and the change$ In its 
net assets and its caah llows for the years then ended In contoonlty with aOOO\.n'\tir\g principle& ge'*81Jy accepted 
in the Uniled St.ates of Am&rica. 

~ hlfll~ ;, !roe 
Certified Public Acooun1ants 
Sacramento, Callfomla 
AprR 21, 2004 

IH , . .., .. o, ""''' ,,...,. H1. una1.Mtorto), t;o;, ........... UlU,OU 1' .,,.H•.«o 1<, tH . .oo, rnr 
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ASIAN COMMUNITY CENTl!R OF ~CRAMENTO VALLEY, INC. 

cummt a&t8b: 
cm and...., equ1v.-
Aceotm\8 recelvabkl, not ot aftowance of 

S30,000 In 2003 and 2002 
Grants reaeJVabl& 
Ottler acoooots «K:eivable 
Supply lr!venlOI)' 
Prepaid expeneet 
Investment• 

Total: current 8$$Gt$ 

long-term &Nets: 
Land, buRdfflg. and equipment 

°""°'IN Patient trust fund 
c.,h_by_ 
Bond and orgenimtion caste 

Total assets 

C<Jm,ntllabl-: 
Aecounts 1)1-yable 
Medi<,arepayabln 

Statements of Flnancial Posllion °"-31, 2003 and 2002 

ASSETS 

LIABILITIES ANO NET ASSETS 

Wage,,-_ and frlngo booefils payable 
Interest payabk, 
Revenues recetved In advance 
Cunontportlon of bonda payable 

Total current lfab!ll11oe 

loo;-tenn ffe.bilffi&s: 
Patient trust lund payable 
Sol\ds. payable net of cumml portion and Ul\am<Jrtl2ed 

bond diacotltitot $47,669 In 2003and $51,726 fn 2002 

TofafliobUil!ea 

Netaueta: 
Unmstrlct&d 
Temporarily ntfflltted 

Total liabW11E!l and net a!Jflls 

See- accompanying notw. 2 

= 
$ 1,601,289 

467,170 
26,742 

9,783 
28,863 

208,069 
~ = 
3,608,175 

3.000 
3,584 

512.711 
--1UM 
~ 

s 8144,679 

$ 202,880 
.(), 

344,sn 
44,625 

211,924 
~ -

3,584 

~ w= 
= 
5,159,629 
~ 
~ 

s ll.144679 

~ 

S 1,635,523 

543.323 
21.219 

4,776 
21,422 
1e,ne = = 

3.952.617 
3,000 
3,956 

1592,606 
__:!il1!§ 
.1.lli.QZZ 

s 7709051 

$ 122,532 
2,:!19 

2n,ao2 
47,025 

180,176 
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ASIAN COMMUNrTY CENTER OF SACRAMENTO VALLEY, INC. 
Notes, to Financial Statemenla 

Not& 1: Summary ot Slgn!Hcant Accounting Policiea: 

llaml 

Th& A$1an Community Cent« of Saoramemo Valley, tnc. (Orgamutton) was 1ncorpora1ed on April 3. 1972 as 
a Cafffomla pubUc benefit corporation, $>CEtml)tfrom federal andsta1e lncome taxes under me Sectton S01(c)(3) 
and Revenue and Tax Code 23701d, 4fJd Is classified as an other than prNate foundation. 

Th& Organltatlon's primasy program IS the Op$tatioo of the Asian Community Nur$1ng Home, a 99-b&d skilled 
nuraing 1acllity In $aeram(!;nto, California. In addition. the Organization operates a senior cenlef and provides 
01her ~ lo 1he As.an community in Saeramanlo. 

Basis of Presentatton 

Th& aCOOfTIP&OY\ng fll'lancial statements have been prepared on the accrual basis: of accoontmg lo acootdance 
with generttlty accepted accounting prlncrpies in the UnHed Stat$& of America. Net assets: and r8\lenues. 
•XJ'.!Mtet, gaN and los$8$ ar& ~!fled based on thtl •)(19tence or abSence of donor"ff'nposed restrictions. 
~ly. net asaets of the Organization and chJnges: therein are classffled and reported as fo~ 

Unrnatrlcted net usett • Net &$$$ls trntt are not subfect to donor-imposed stlpulatlons.. The Board ot 
OhctOl'S has designated certain unrestricted net usets for apeeifte purpo$e$. The Board may undeslgnate 
the funds and make them avaUable for general operations a1 its discretion. 

M ol De®mber 31. unrestricted net 8"ats consist of: 

Non-dos;gnated 
Designated by the Board Of 011'$,;::to,s: 

Oepreciaflon f$$8(V\11 

Van and nurafng home ai:.tMttes 

= $ 4.{)46,081 

1,044,850 
68698 

$5159629 

= $ 8,800,435 

983,756 
61.078 

S 1,846067 
femgorarffvl'fltrnted net BS§@ - Net assets IWbjoct to donor-Jmpo&ed stipulations It.at mayor will be met. 
ellhef by actions of the Organlzafion and/or th& passego of time. When a reshictlon a,q:»res, temporarily 
resttk:1ed net assets are reclas$ffktd to ulit8$lrloted net assets anct reported In lhe statement of actMties 
as net assets ~dfrom rmrlctions. If restricllons are met within th& .sante-tep(ll'ttig ~ as: receiwld, 
8\JCfl contrlbUlions are reported as uore$b'lcted support 

As ot Oeoernber 31, temporarily restricttd rntt mets consist of: 

Oooor-reslrlcied grants and oontrlbutlons:. 
In-home v1$1ts 
cap11.a1 campaign con1ributiom 
Major gift campaign conttlbutlons 
Sierra Health Foundation- Grant 

=-
$ 1,000 

S.000 
70.735 

,J)_, 

$ 79,735 

= 
S 1,000 

8,000 
-0, 

Ll!Q!! 

$ 36000 
etm:umtoJly res1rlcted net assets ~ Net assets subject to donor~lmpos&d stipulations tha1 ff'l&y be 
maintained permanently by th& Organiutlon. Th& Orga~atton has no perman&ntly restricted net assets 
aaof Oeeember 31, 2003 and 2002.. 

Cash and CQh EguiymantjS 

Cash and cash equfvalen!s oons!st of petty east!. eash in banks, money market funds, treasury bills, and 
treasury not&& With maturitles of 1hle& months or fes8-. 

$ 

ASIAN COMMUNITY CENTER OF SACRAMENTO VALLEY, INC. 
Notes to Fmanci&f Statements 

*'1e 1: Summary of Significant Aocoi,ntif'IO PoliCfflS (contfm.led}: 

Aceout'lt.s Recatyabfe 

Patient care revenue Is reeoroed al et.1abtlshed bil!lng rates or at th• amount reafitabkt under agrtemerua with 
third-party payors, n$l of the provision 1or uncollectit»e: aocounts. 

All aecounts racelvabfe are ree«dad on an accrual ~sis, Management determines past 00$ aeoourrts baHd 
upon review of the outstanding balanc8$ and $talus of noted collection efforts. Trad& accounts reoeivabfe are 
deemed uncol/actlble and written oft at management's: dlscmtion after an regal iMlf'\ues for coUectfon have been 
pursued. The affowanea for uocoltect:ibla aOO<lunts is ntimaled by examining 1he $ta.hi$ of !ndMdu8t trade 
accounts /l!Cefllabte and looh.idlng an amount sufficient to cover Ufl)8fd accounts tha1 are 90 day,.old and Older. 
No llnllflce charges are anos.s&d and no collateral ls required. 

Supply Inventory 

Inventory Is calculated at oost USkng the flrst·!n, rust-out method. 

land, Building and Egujgment 

Purchased property and equipment are carried at cost and donaled fixed assets are carried at their fair mark.et 
value at date of donation. Any item with an expected life greater than one year and a purohasa price ot at IEiast 
$1,000 is cap!Wized. OepreclatiOJ'l ls by the straight.ffn& method, usfng the following estimated useful !Nes: 

Buildlng and improve~ 
Equipment 

Long-Term CUh Accounts 
--3-s10years 

The Organization accumulates fund! 10 mt?flt the !mereGt, sinklngfund. Md other requirements on its long-term 
debt Th9 majority of th& funds are held in a bond re~ fund and are reported on these statements a. CQh 
Heid by Trustee. 

In addition. funds: hflld on behalf of r&Skleots: are d&po$i!ed In a separate bank account and .an, ~rted aa 
Patient Trust Funds. A corresponding: long*t&rm flability is reported.. 

Bond Costs and Di9counts 

Bond cOSls and discounts are stated a1 cost net ol accumulated-amortization and are b&in9 amortized aver the 
11,e of the bond. 

Revenue R§C&lved in Advance 

Revenue received tn actvance t"Q?f&sents amounts billed bylh&Nursing Home forthe ro!!owing )'$&!"$ services. 
These biOtngs wm be reoognlzed a1- revenue 1n th~ sueeeedlng year. 

AdV8rtt$!na 

Advertising eosts are charged to operations when Incurred. Ad\lertis!ng expense was $20,442 rn 2003 Md 
$31,249 In 2002, 

~ 

The prepatalion of ffnanc!al statements m oontormity with generally a<:oopted accounting principles ~ 
management to ma~ $Stlmatas and assumption& that affect the repot1ed amounte of M$9t! and liabltlflN and 
disclosure of oornlngent assets and liabllitiff at !he data o1 th& financial s:tatements and tt,e reported: amounts 
of r(Ml!nut& and IJXP8nsH; during 1h& mportlog !>f>rto<I. Aclual results could differ from those estimatat. 

7 



ASIAN COMMUNITY CENTER OF SACRAMENTO VAU.EY, INC. 
Nota to Fmancial Statemaflt.S 

Note 2: Investments; 

Note 3; 

Jnvestmorns am carried at readBy determtnable fair market value. Foliowlrlg Is a summary of investments 
cla..ified byrnsjot.,,,. .. of°""""'""' a,, 

a,u11y """"lltla 
U.S. Trtuuryncuritles 
CertHICates of dei,otft 

Net lo$$es on invMtments consfst of: 

Realized (·loH) gm 
Unrealized gain(--) 

Land. Building and Equipment: 

Land 
Building and Im~ ... _ 
Land 
Building and improvements ... _ 

= $ 592.312 
202,786 
661.BSZ 

S 1.456.955 

$ -8,136 
§4.294 

s 46.158 

Oecembet' 31, 2003 
Cost or 
Dona!ed -$ 746,976 
5.212,377 

§82,506 
S s1141859 

Coiii" or 
Donated 

Oecornber 31~ 

-$ 7,46,976 
5.203,727 

810837 
$ §Nl §42 

Accumulated 
Oear,ciation 

$ -<). 
2,171,033 

MZMQ 
S 2§9§:223 

= s 572.673 
259,260 

. ,2, 

S 8:11 W 

S &.039 
·1193?5 

f ·1 1229 

Net 
BookVafue 

$ 746,976 
2,866.787 

192A12 
S W,175 

Net 
Book VaJue 

$ 746.978 
3,032.664 

172947 
S 3952fil7 

A portion of the Ofganizatton'.S building J$ rented to anottier non-plOfit o,ganlzstion on a month-tO-month basis. 
Tha Organatron ~ $10,767 «nd SS.994 In rent tor the )'e8fS. endad 09Clember 31, 2003 and 2002, re-. 

Nof& 4: Bonds p-
$3,160,000 of Insured Health Faciffty R&Venue 1992 Refuncffng Serles D Bonds, MCUred by land and building, 
were issued October 1, 1992 bearing in1ernst at 6.2$% and are due September 1, 2015. lnteresl I& payable In 
semi-annuaf Inst~ and prbcipel payments commenced in 1993. Tiw Organlzatton makes monthly 
depoSls to the truste& to fund thew paymems. 

Sehedu:led long-term matuf'ltie& are at folk>ws: 

2004 
2005 
2008 
2007 
200& 
Thereafter 

6 

$ 125,000 
135,000 
140,000 
150,000 
100,000 

-~ 

i 2145999 

ASIAN COMMUNITY CENTER OF SACRAMafrO VALLEV1 INC. 
Note& 10 Financial Statemeot.s, 

Note 5: Lease: 

The Organization leases a b)lgo faeUHy with a lea&& .xpirtng In M'bnlary 2004. There are two options to renew 
tor an additional five year period at the oodof lhe lease, SUbsequent to De~ 31, 2003, the Organllation 
exerefsed the, opffon for an ~"looal five year period. 

Follow\ng is a sehadul& oi future minimum r&n1al paytNntG roqtdred under the bingo facility opemtlng ~ tor 
the next flV& years as of December31, 2003: 

2004 
2005 
2006 
2007 
2008 

$ 7,61)5 
-<). 
,(). 
-<). 
-<). 

Nota 6; Medicare Reimbul'$emen1 and Grant& Aecelvablell.Jabllity. 

Note 7: 

Note~ 

Revenu&und&rthltd-partypayoragr&em&!rt$andgrantsaresubjectk>examlnat!onand:~adjostmenl, 
Provisions for estimated third-party payor and/or settlements a.re provided In the period the related s~ 
are rand&red. Offferences between the amounts aooruedand$E.lbseqwnt seltfements: are reeouled in the year 
of settlement 

Donated Services.: 

The Organizalion usoo the S&rvices of mar,yvolunt9ers, ptll1lcularty for the Bingo Fund operations.. The value 
ot the&& services is substantial. however, It cannot be estimated and In acco«ianc• with FASS 116 has not 
been recorded. 

Retirement Plan: 

The OrganizatiOn has. a tax shelter annwly 403{b} plan avalfable ta its empfo)988. Parlieipatfon In !he program 
18 solely at the emp(oyee's t;!ption:. The Orgaoization does not make oonttibutir;,na to tha 403(b} plan. 

Note 9:" Concentrations of Credit Risk:: 

Aa ot Oecember 31, 2003 and 2002, the ()rgMl?atioo had ca$h balanc&s In barik& which were in excesa ot 
federally Insured limits by S1,268,132 and $1,304,131, mpecUvely. The Board of Direetora approves 8Jt 
lnveS1ed cash In excess of $100,000 exceptfor the fUl'lds held by the Trustee. The funds hekf by th& Th.l$tff 
are held in Treasury Cash Reserves which are covered by the Security Investment Prottdion Corporation. 

Investments that an, not Insured by the FOIC are coveted by lhec Soourlty lnv$6tmw,l 'ProtecUotl Corporal10n. 

Noto 1 O: Constraints on Bmgo Funds: 

As 1'9QUired by the County Clerk of Saoramento, an profit$ derived from bingo game, are kept In a apecial fund 
Of' account and are 0-01 commingled Wflh any Oth&r fund or JeeOUnt, Profrt.s from btngo games may be u&&d 
ror the Asian Comm unify Center's charttable purposes only. 
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JN!)EPENDENT AUDITORS RiJPORT 

To the Board of Directors of 
'The California Autism Foundation, Inc, 

We have audited the accompanying statement of financial position of The 
California Autism Foundation. [nc. {a nonprofit organization) and it's subsidiary as 
of Detember 31, 2003~ and the related statements of activities~ functional expenses. 
and cash nows for the year then ended. These financial statements a.re the 

.......... ~ te3p0nsibility of the Foundation's management Our responsibility is to express an 
, ,,,_ ~, c~ opinion on these financial statements hued on our- audit. 
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\Ve ~nducted our audit in aa:ordance with auditing stmdatds genenlly accepted 
in the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standan:ls, issued by the Comptroller General or 
the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements arc free of 
material misstatement, An audit includes examining. on a test basis, evidence 
supporting~ amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles: used and the significant estimarc.s 
made by management, as wen as evaluating the overall financial statement 
presentation. We believe that our audit provides a. reasonable basis for our opinion. 

In our opinion,. the financial statements referred to above prtSeDt fairly, in all 
material ttSpOcts, the, financial position of The California Autism Foundation, Inc 
and it's subsidiary as: of December 31, 2003, and the changes in its net assets and 
its cash flows for the year then ended in oonformity with accounting principles 
genenlty accepted in the United States of America. 

In accordnce with Goverrunent Auditing Standards, we have also issued our report 
dated March lS, 2004, on our eonsideration. of The California Autism Foundation, 
Inc. •s internal control OVCf financial reporting and our tests of its compliance with 
tcrtain provisions of Jaws. regula~. contracts, and grants, That report is N1 
integral part of an audit performed in accordance with Government Auditing 
Sttrndards and 1houk1 be read in conjunction with this report in considering the 
results of our audit. 

Bollinger' Actountaac)\ 
A Professional Corporation 
Ca#j,"41'1d,&~ 

Santa Rosai California 
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March 15, 2004 

To the Senior Management and 
The Board of Directors of 

BOLLINGER 
ACCOUNT,~'( APC 

fl"i.'.~<(!.\l lF.{!'fRSH!P 
1,) HEtP rnr l'~Ll~Pt~ 

The California Autism Foundation 

Jn planning and performing our audit of the financial statements ofTbe California 
Autism Foundation for the year ended December 31. 2003, we considered the 
Foundation's internal control structure to plan our auditing procedum for tbe purpose 
of ex.pressing 0'1t opinion on the financial statements and to provide assurance on 
internal control structure. 

However, during our,audit. ,,.,e noted certain matters involving the internal con trot 
structure and other operational matters that are presented for your consideration. Tb.is 
lelter does not affect our report dated March I 5, 2004, on the financial statements of 
The California Autism Foundation. 

We will review the status of these comments during our ne);t audit engagcmenL Our 
comments and recomrn~tions,. aU of which have, been discussed with :app«)priatc 
members of management, are intended to improve the internal control structure or 
result in other open ting efficiencies. We will be pleased to discuss thCSC comments in 
further detail 11.t your convenience. to perform any additional study of these matlets.i- or 
to assist you in implementing the recommendations. Our comments are S1Jmmarized 
as follows: 

Bank Cash Accounts 

C.Sb account balances continue to be healthier. We ~om.mend reviewing 
periodically cash needs and investment strategies. in order to maintain adequate 
liquidity and use any excess funds to reduce the outstanding balance on other debts. 

We noted that the foundation places ca.sh in several banking institutions. At 6me:s the 
amount on deposit exceeds the $ l 00,00 Federal Depository Insurance limit of the 
institution. This exposes the Foundation to a collection ris:k. We n:oommcnd lhe 
Foundation monitor the situation and if necessary open additional bank acoount.s if the 
deposits exceed the $100,000 limit. 

Bonds Payable 

The bulk of the bonds payable to the California Health Facilities Financing Authority 
carry an interest rate of 6.2:So/o. We recommend that the Foundation continue lo 
monitor the interest rate environment in order to capitalize when t:he opportunity arises 
to refinance these bonm. 
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Accounttng Manual 

Tue Foundation dOes not have a completed forma1 accounting manual documenting 
the procedures fut fiscal operations in accordance with the written policies. A written 
accounting man:uaJ is necessary to ensure that transactions are treated in a 
standardlw:I, fyst:emic manner and that proper internal controls exist in the accounting; 
system. Should employees have a question as to the proptr handling of a transaction 
m accordance with management's authorization, such information may not be 
available in writing. 

Foundation personnel are aware of IJte need to have a formal accounting manual and 
have made considerable progress in documenting the ~ures. We recommend th&t 
management continue to comptetion the accounting manual which should include 
operating gu_idelines for fiscal 1ctivities be preparro including a description of each 
ftSC&I procedure, such as invoice paying. maintenance of accounts receivable ,nd 
accounts payable subsldilll)' records, and payroll procedures. In addition, an expense 
allocation methodology should also be incorporated into the aecounting manual as 
well as poli<:ios and procedwts for controlling updates to c,;isting procedures ond 
implementation of new ones. 

Organizational Stnu:tu.re: 

The s~ of the Foundation •s accounting and administrative staff preetudes certain 
internal controls: that would be preferred if the ofilce staff were large enough to 
prov.ide optimum segregatio-n of duties. This situation dictates that the Board of 
Directors remain involved in the ftnancial affaifli. of the Foundation to provide 
oversight and independent review functions.. 

We wish to- thank the Executive Director and the ChiefFjnanclal Officer and their 
staffs for their support and QSistance during our audit. 

This report is intended solely for the information and use of the Board of Directors, 
managernen~ and others within. the Foundation and is: not intended to be and should 
not be used by anyone other than these specif red parties. 

BoUtnger Aceo-untanty, APC 
Cmijidl'liblkA~ 
Santa Rosa, califomia 
M3'<h IS, ,004 
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THE CAUFORNIAAUTISM FOUNDATION, INC. 
STATEMENT OF FINANCIAL POSITION 

DECEMBER 31, 2003 

ASSETS 

Cash and cash equivalents (Note 2) 
Cash and cash equivall!ll\ts w restrfcied (Note 3) 
Investments (Note 4) 
Receivables, net of al!owance for uncolleciibh,s 

of $18,096 (Note 5) 
Note receivable (Note 6) 
Prepaid expenses 
Script Inventory 
Property and equipm•nt, net (Note 7) 
Investment in affiliate {Note$) 

Total Assets 

llABILITIES AND NET ASSETS 

S.n~ line of cn,dft (Note 9) 
Defemid revenue (Note 10) 
Accounts payable and accrue(! expenses 
Bonds payable (Note 11 ) 
Other tong.Jerm debl(Note 12) 

Tota-1 liabilit!es 

Net assets 
Unrestricied 
Temporatfly restricted 

Totar net assets 

Total liabilffies and net assets 

$ 1,010,171 
590,119 
660,351 

989,372 
935,000 
134,505 

5,448 
7,186,386 

.. __ _?2.!),633 

$ ,...,...,.,J2,032,185 

$ 613,700 

$ 

198,800 
408,674 

3,835.000 
,, _ _1.799,493 

_ .. M~,ssr 

4,586,199 
590.119 

ll,176,318. 

12,032.165 

See aeeompanying nofes to fu,a,ru:!a:l Wdements 



THE CALIFORNIA AUTISM FOUNDATION, INC. 
STATEMEl>IT OF ACTIVITIES 

DECEMBER 31, 2003 

UNRESTRICTEO NET ASSETS 
Revenue, gains and other support: 

Con1rtbi.ttionff Ptogram_, 
Prodllctlonreveooe ,,., __ 
Rental Income 
Other ineome: 

T otat uf'Vn1ricted revenue, ga,ios and other $1Jpporl 

Changes to ffl1:rlt\ed net aAets 
DeclN#Et to- bond rNeMt funds, nel 
Decrease In funds held on behatt_of clients, net 

Total unrestricted revenue, gains and other s.upport 
and reelasslficetkm$ 

Expenditures: 
Program

Support
ProdueUon expenses 

Total progrem services 

Suppotllog-
Managerneot and admlnislra!ive: 
Furu! raising 

Total,wpportingservlcel, 

T <ital expenditure$ 

lncre8ff lo unrestricted net anets 

TcMPORARIL Y RESTRICTED NET ASSETS 
lneteil&e to bond MlN'Ve: funds, net 
Increase In Mids heJd on behalf of dients, net 

1ncr ....... temporarily"""'1clednet....is 

NET ASSETS AT BEGINNING OF YEAR 

NET ASSETS AT END OF YEAR 

s 1,360.032 
9,394,257 
1,081,5()8 

8.873 
23.814 

..•. _117,195_ 

. 11,985,$79 _ 

(14,744) 
(14,599) 

_ _!1,956,336 

7,626.058 
~., •. _11Q1,001 

e~ 

1,283.935 

--~·491. 

1,4tl5,42tl 

9,892.485 

Z063,B51 

14,744 
14,599 

~ 

3,083,124 

$ ~176,318 

~e aceompanylng notes lo financial statements 

,,.,.,,.,.. 
~ 
Payroll taxes 
Employee benef'U 
Staff~ and training 

"""""""'" =-Rem 
Utilities 
Food and hooseli:&aping 
Repairs and ma1ntenane& 
Oepceci,tion 

O!her expendiruras 
Interest 

'""""""" Program expend'1tvrn 
Travet atld tran,portation 

°'"" 

THE CAIJFORMA AUTISM FOUNOATION, INC. 
S'fATEMENT OF FUNCTIONAL EXPENDITURES 

DECEMBER 31. 2003 

PROGRAM SERVICES SUPPORTING SERVICES M-Total --~- ABC!~ eodGfme,a Fundr~ 

$- 5,749.946 $ '4,'671.815 $ ffl,291"5 848,832 S 
569,763 484,1tU 32,718.r 52.804 
43e,91a 363.535 29, 158" 41.220 
118,061 53,396 823' 83.ll42 
271,356 150,510 5,600 34,853 79,393 

102,683 98,008 4.675 
21l8,347 167,124 43.313 57,850 

0 0 
280-,307 160,975 35,3go--..., 83,942 
2211.753 161.541 10, 158' 57"'54 

371,624 178,499 60.02tr- 111,539 21,5$ 
S&S,901 454,950 se,·534, 52,361 
1s1.n4 570,154 87,600 93,940 
-45.191 31,718 3,~ 10,166 

--~--· 74.652 3.830 44.?91 -··--~ 
s~s 7£26,058 $ so1,oo,1.s ... =1.253,935 s~ 

See~ RQl8$ to flmmclal statements 



THE CALIFORNtA AUTISM FOUNDATION, INC, 
STATEMENT OF CASH FLOWS 

OECEMSf:R 31. 2003 

CASH FLOWS FROM OPERATING ACTMTIES 
Increase In net asSGts 
AdJU$tments lo reconcile to net cash prowled 
by Opeta!Jng aetfvltfes: ~ 
~ arid amodb:alfon 
Donation of klve&ull(m{.,J 
Donatien d fumltuN, and fixtures 
Donation of $1oek In affiliate 
Gail\ on selc oHrwwtmenta 

llnaea$e)_ln.....,.11ng .... ,. 
Acx:::ountlJ rooeivabte ~ net 
Prepaid expenaes 
Soripl lnvanto,y 

MC<Uae {~) In operating llabtlftl" 
A.ocounb payable and accrued Ueblfitiff 

Net cash provided by opera6ng activities 

CASH FLOWS fROM INVESTING ACTMTtES 
Change In nmrlcted cash ............. _&_! 
Cons&'uctioo In prognmi 
Acqulsffionot~nts 
Proc:eeds from~ ofTnvestnw!nts 

Net cash UMd In kwedtlg a~ 

CASH FLOWS FROM FtNANCJNG. ACTIVITIES 
Net bonowings under lloe of cm;« agreement, 
PB)'ll\Mt9oobcnd&peyabi. 
Btm>Wing of t!Qte$/mortgages peyable 
Repayments of ooteslmortgages p&yabt& 

Net eaSh PfOV!ded by finantlng actM1les 

Nel-ln<Mhandcash_l_ 

Cnh and Clllsh eqt;Ml~. beginning of l'$8f 

$ 2.093,194 

228,753 
1830.05$) 
(51,900) 

(320,83>) 
12$,531) 

87,131 
(58,643) 

2,578 

.. ....@Z!."l 

-l:~~900 

29,343 
1412.300) 
{56,812) 

(415.696) 

.-..!~~ 

,_(,39,1~ 

452,576 
(12~000) 
222,000 

~~l 

(116.0<1) 

501,696 

508,475 

Cash and cash~ eoct or year $,_1,0101171 

Supplemental ~re of cash low Jl"llormation: 
Cashpold""'1ng1!,e,-for-... SmuJ71.624 

NOl't(:bh tn~ and financing ae1Mtte-s h 2003 conslsi of setting property In ,etum 
fQf- e note reeewable In the amount of $935,000. 

Sea lliccompanywQ no1e$ to financial slaierml'Jf:' 
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NOTES TO THi; FINANC!Ak STATEMENT 

YEAR ENDED PECEMlle& 3 t 2003 

Note I -Summary or Significant Accounting PoHciet 

Standards t>fAccounting and R.enorting 

The Foundation follows standards of accounting and financial :repor1ing prescribed for 
not~for~profit organizations. 1n accordance with these standards, e~nditure:s for 
leaseboJd improvements and. equipment and the fair market va1ue of donated property 
are capitalized. Donated materials and equipment are reflected as contributions by their 
estimated value at date of' receipt. Depreciation of equipment is .recorded over the 
estirna!ed useful life of the asset The accounting records arc maintained on the accrual 
basis of accounting; revenue is recorded when earned, and expenditures are r«ofded 
when incurred. Investments arc valued at market. 

Donor Rmctions 

Contributions are considered available and un.remieted for 1he general program unless 
temporarily or pennanently restricted by the donor1 and are reflected in the financial 
statements as such. Funds are considered 1emporarily restricted if a restriction is 
imposed which will either expjre by the passage of time or will be fulfilled and removed 
by actions of the Foundation pursuant to those stipulations. At such time of fulfillmenl. 
those funds are removed from the temporary restricted category and are then considered 
unrestricted. 

~ 

The preparation of financial statement.s in confoonity with generally accepted 
accounting principles requires managem¢nt to make estimates and assumptions that 
affect the reported amounts of assets and liabil)ties at the date of the fmaooiaJ statements 
and the reported amounts of revenues and expenses: during 'the reporting period. Actual 
results could differ from those estimates. 

DescdPtlon ofRenorting I!ntitv 

The califomia Autism Fo,.i:ndation. Inc. is a not-for-profit :foundation exempt from 
federal and state taxation under Settion SOl{e)(3) of _tho lntemtl Revenue Code. The 
Foundation's prirnary purpose is to provide specialized program services for people wi1h 
autism and other developmental distlbilities. to educate , the public regarding_ 
developmental disabilities anti the potential contribution of those with disabilities, and to 
employ development.any disabled Jndividu&ls to manufacture and seU goods and 
services. The Foundation provide:s residential and v~tional servictS to acbieva this 
goat 

The Foundation's wholly owned subsidiary, Pom,la -ABC IV, LLC, is a limit<od 
liability company formed to own and lease to the Foundation the property located at 
1340 :Portola Avenue~ San Francisco, CA. 
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l!Qll;s TO THE FINANCIAL STATEMENT 

YEAR ENDED PECEMBER, ;u, 2003 

Note t - Summary of Significant Accounting Poticjes, continued 

Support and Revenue 

The Foundation has been approved by and contra¢fS for services with the California 
Department of Rehabilitation Services. the Regional Center of the Bait Bay, the Golden 
Gate Regional Center and the Ca!ifomia State Department of Education. Any reduction 
of government fundirig or Joss of these contracts may seriously impact the Foundation's: 
ability to continue providing services to its' climts. 

Note 2 .. Cash and Cash Eguiyalents 

Cash equivalent$ consist of sbort-term,. highly liquid investments. which are readily 
converu'ble into CMh. within ninety days of pu.n:hase. Cash and cash equivalents for 
purposes of the statement of cash flow exclude pcnnanently restricted ¢tSb and cash 
equivalents. 

~tions of Credit Risk 

Financial instnuntnts, which potentiaJty subject the Foundation to credit risk principally 
consist of bank ba1anees and accounts receivable. The California Autism Foundation. 
Inc. utilizes various honks le deposit cosh funds. The Federal Deposit lnsumru:e 
Corporation (FDIC) insures these accounts to the extent that dle accounts do not exceed 
$100,000. The Foundation at December 31, 2003 ond periodically througjlout !he year 
has maintained balances in various operating and money market accountS- in excess of 
federally insured limits. 76% ond 23% of bank baloru:es are held with Mechanics Bank 
ond City National Bank, respectively. The Regional Center of the East Bay and the 
Golden 0.k> Regional Center repmeot 43% and 14%, respectively of accounts 
rc«;eivable. 

Note 3 - Cash and Cyb Eouivalents .. Rmtrlcied 

The California Autism Foundatioo. Inc. has obu:ined the issuance of the California 
Health Facilities Financing Authority 1nsurcd Revenue Bonds (The California Autism 
Poun<lation, Inc., 1995 Serios A Bonds, dated November I, 1995) in lhe principal 
amount of $4,700,000. US Bank i<ttust« oftbat Indenture. Pumiantto Section 3.02 of 
the Indenture, certain funds are set aside 10 insure that the:c is adequate security for 
timely payments of the Bonds. 

AJ$ of December 31, 2003, $557,817 i• held in trust with US Bank in the following 
a<XiOuntJ: 

Born! Reserve Fund 
Principal Account 

$374,376 
23,0&4 

111c Ytu~JCVA!""l-1\ J\UI INM tUUNIJA-IJUN IN\. 

NOTES IO THE FINANCIAL STATEMENT 

YEAR ENDED PECl!MBER 31 200,i 

Note 1 .. Cash and M Eauivalents - R,gtriCfed continued 

Interest Account 
rnsurancc Account 
Revenue- Account 

Total held in trust with US Bank 

20,352 
22,486 

ll1.fil 
$ SS7,817 

The balance of restricted cash is held in separate depository accounts., as required. on 
behalf of elients: of the Foundation for personal items. 

Held in trust for clients S.12,302 

Total Cash and Cash Equivalents~Restrieted fmim 
Note 4 - Investment Securities 

Investments are composed of funds investing in debt and equity securities and are 
carried at ~r market. 

Note 5 - Accounts Rectjvable 

Accounts receivables are stated at the amount management expects to collect fflm:i 
outstanding balances. Management provides for probable uncollcctible amounts through 
a provision for bad debt expense and an adjustment to a valuation allowance based oo its 
assessment of the current status of individual receivables from grants. cootracts and 
others. Balances that are: still outstanding after management has used reasonable 
eoUection efforts are written off through a charge to the valuation allowance and• credit 
to the applicable accounts receivable. Changes in the valuation allowance account have 
not been material to the fmaoclal statements:. 

Note 6 - Note Receivable 

Note Receivable, individual, secured by doeds of tiust to real property, monthly jnterest 
installment at 6% per annum. Due on ot before- December 30. 200& (See Noto 10). 

Note 7 - Lapd, Buildings and Eqpioment 

Land, buildings. and equipment arc recorded at cost basis if purchased, and tllir value if 
donated. Depreciation of buildings and equipment is recorded on a straigbt~line: basts 
over the estimated useful lives of the assets of five years ror·fluniture and equipment. 
and of fifty years for buildings. Asseu with a useful life of two or UlO(C years and a cost 
of $1,000 or more arc capitalized. 

At December 3 l, 2003, the cost and related accumulated depreciation for such assets is 
summarized as follows: 
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NOTES IQ WE FJNANCJAI, STATEMENT 

YllARENDED DECEMBER 31 2003 

Note 7 - I,.anrl, Buildfoas. and Eauirunent continued 

Descrjpfipn 

ABC I Home 
ABCI!l!ome 
ABCil!Home 
ABC IV Home 
ABCVHomc 
ABCV!Homc 
ABCVllHomc 
ABC VIII Honie 
ABC IX Home 
ABC Truckee 
Co,te Arango Land 
Lakeside Building 
Transportation Bquipmont 
Fumiture & Equipment 

Totals 

Recap: 
Land 
Buildings 
Transpmltltion Equipment 
Furniture & Equipment 

Cost 
JaliL ~ 

$ 214,735 50 Yn 
244,194 SOYr, 
185,000 50Yrs 
439,277 50Yrs 
253,051 50Yrs 
601,037 50Yrs 
350,358 SO Yrs 
317,714 50Yrs 
228,346 SO Yrs 

375,000 
4.os1.3n SO Yrs 

854,688 5 Y11 
316,918 5Yrs 

SI S21 6!Ml 

Less acooowlat<d depreciation 

$ 2,544,613 
4,805,47! 

854,688 
ill.ill 

8,S21,690 
(l 3921!6) 
7,129,574 

Construction in progress 56.812 
$7 JRfi 386 

Depreciation 
~ 

$ 3,264 
2,611 
l,908 
3,375 
2,679 
9,541 
5,358 
4,225 
2,485 

12,942 

59,164 
103,117 
18,084 

U2B.1.53 

Accumulated 
Depreajatjpn 

S 36,342 
47,&87 
22,767 
22,080 
32,008 
18,154 
14,705 
38,350 

7,443 

410.832 
496,707 
244.841 

Sl322Jl6 

· All land and buildings not encumbered by private mortgages are encumbered by the 
bonds payable descnoed in Note 11, 

Note 8 - Investment in Affiliate 

On December 31, 2003~ the dii'eelor of the Foundation donated 25% of s:toek in Windsor 
Confections, Inc., a smaU private company owned by the director. The stock was 
donated at a cost of$J20,833.detenni.ncd by a certified appraisal report. Because th< 
FQWldation does not exercise sl_gni!icant influence over the companyJs optn:ting and 
fmancial activities, the investment in stock is ucounted fo.r under the cost method. 

! IIM }-l'U.Af\.JN'Ul\ttU.llh!Mt'VUNUAlllJN, 1Nb 

NOTES JO THE FlNANqAL STATEMilNT 

YEAR ENDED DECEMBER 31. 2003 

Note 9- Bank Lines of Credit 

The Foundation has two lines of ctedit with financial institutions. One pro vi~ for a 
rrwdmum borrowing ofS:500,000 and l$ collateralizcd by alJ accounts maintained by file 
foundation at UBS Financial Services. Intetest is payable monthly at 1.15% over the 
London Interbank Offered !tale (2.876% at December 31, 200,). The director 
personally guatantees ill borrowing. The second provides fur a maximum borrowing of 
$350,000 and is collateralized by all the Foundati0h$ equipment. Interest is payable at 
1.5% over the lender's index rate (5.25 -6.0% at December 3l, 2003). 

Note tQ - Sale-Leaseback Transaction -Opgatjng Lem 

On December 29, 2003, the Foundation. entered into a sale-leaseback 8.11'!1Ul80lllent 
Under the arrangement. the Foundation sold the- 13296 Han.set Avenue Truckee property. 
and leased it back for a period of five years. The leaseback bas been accounted for as an 
operatmg lease. Tho $198,800 n:a!i.u<! in this transaction bas been doferred and will be 
amortized to ineome in proportion to rental expense over the term of the lease. The 
operating lease includes a purchase option within om: year of the agreement for an 
amount not to exceed $945,000. 

Note I I ~ Bond! Payable 

The California Autism Foundation, fne. has been successfu! -in obtaining lhe issuance of 
the California. He3ttb Facilities Financing Authority Insured hvenue Bonds (The 
California Autism Foundation. Inc., 1995 Series A Bond, dated November 1. 1995) in 
the principal amount of S4. 700,000. Toe initial interest was ~A and is increasing ntably 
over the life of the bond to 6.25%. The bonds mature on November I. 2020. 

Following is a summary of the bond principal maturities and interest requirements: 

Year Ending 

December 31 
2004 
2005 
2006 
2007 
2008 

Thereafter 

Totals 

~ 
$135,000 

140,000 
IS0,000 
160,000 
170,000 

3 080,000 

$3 &3S 000 

QlullQll 
5.10 
5.20 
S.375 
6.25 
6.25 
6.25 

Interest 
$237,045 
230,025 
222,500 
213,125 
203.125 

l,388.438 

$2 494 25& 

Ie!lll 
$372,045 
370,025 
372,500 
373,125 
373,125 

4,468,438 

$6329258 
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NOTES TO nm FINANQAI.STATEMENT 

YBAR. ENDED DffIBMfffiR 31 2003 

Note 12 .,. Notes &; Mortgages hnble 

lnl 
Sll£lllil): Note Holder &Ill 
ABC n Hom, Hou,ing Aulhotil)' 3.0% 
ABC Ill Home Housing Authority 3,0Y, 
ABC IV Horne Mayor Office Housing 0.0'% 
ABC IV Home Housing Authority 3.0% 
ABC VI Union Barne 6.5% 
ABC Vil Home Unioo Bank 6.625% 
ABC VJil Home GMAC Mongago 6.625% 
ABC IX Homo Union Barne 7.625% 

Moo1bly 
Um ~ 
JO Yr None 
lOYr None 
SO Yr None 
Due upon sale Nooe 
30Yr 2,781 
30Yr l,761 
IS Yr 2,002 
30Yr 708 

ABC IX Home Contra Cost.a County 3.0% 
ABC Apt. Comm Loan Fund 7.0% 
Telephone System Graybar Financial 17 .2o/• 

30Yr 1,526 
3 Yr 6,683 
S Yr 460 

Welding System l 11 Sima Financial lS.0% S Yr 800 

Totals 

Ending 
~ 
$42,000 

2s.ooo 
323,480 

25,000 
429,530 
265,715 

96,202 
195,247 
117,268 
274,024 

i,452 
Lill 

$1 222 493 

Scheduled maturi1~ oflong~term notes and mortgages payable are as follows: 

YeaT endfrig 
Pocembcr3J, 

2004 
2005 
2006 
2007 

· 2008 
Thereafter 

Note 13 - Ooeratjng I.we Commitment 

S 102,041 
102,661 
109,786 
110,762 
34,497 

1J39.746 
S 1722421 

The Foundation bas llie following opmling lease obliplions: 

Deserjptjpn 

Buildings: 
4138 Lakeside Drive 
Marin Day Program 
13296 Hans:eJ Avenue 

Monlhly 
~ 

$6,123 
1,400 
4,675 

Maturity 
!lll£ 

Monlh t<> Monlh 
Monlh t<> Monlh 
l2J30/l008 (See No ... 6 and l OJ 

.~,.,. Mo+:u Y:NlM'.\ av 1 +oro r1:1uNU;i\ttvN JNL 

NOTES TO THE FlNANCJAJ. SJATI!MENT 

YEAR ENDED PEGBMBER 31. 2003 

Note ) 3 - Onentiog teye Commitment cgntinutd 

Equipment: 
Copier 
Lift Truck 
Forklift 
Bundling film Machine 

1,014 
564 
261 
376 

2/0112005 
10/26/2005 
11/0912005 

511212006 

The Foundation also guarantees the monthly rent for seven Supported Living Facilities, 
although the consumer is responsible for payment of the renl 

Minimum future rental payments under non,.eaneelabte operating leases having 
remaining terms in excess of 1 year as of December 31. 2003 for each of the next five 
year and in the aggregate are: 

Year ending 
Deeember 31 

2004 
2005 
2006 
2001 

Nole 14-Re;tirement Plan 

Annual Rental 
payments 

$82,680 
70,137 
57,604 
~ 

$ 26681 

The Foundation mainlalns a qualified retirement plM covering an cligi'bJe employees. 
The plan is a deferred arrangement under section 403(b) of the Internal Revenue Code. 
The plan is funded by salary reductions of the partiGipants. 

Note IS - Related Party TranS8<l1ion 

At December 31, 2003, an affiliated entity owed the Foundation $5,874. Tho amount is 
included in account receivable. 

Note 16-Litjgation 

'In¢ Foundation is involved in litigation at times, arising in the normal couise of 
business, which, in the opinion of management. will not have a material adverse effect 
on the Found.11tion •s financial position, results of operations and ea.sh flows. 

Note 17 -Subseauent Events 

On February 26, 2004 the Foundation purchased the 4138 Lakeside Drive property in the 
amount ofS674.520. The property was financed in part by a SSOS~890note payable lo a 
bank. 
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. IND!lPENDENT AlJDI'?Oll'Slll!:POllT 

Totbel!oanlaf~ 
Clmicu Del Camino lttal. I= 
Ventura, Cltifom.ia 

We !,a,.. a1ulitrd the aa:ompanymg ,,,,_ or J!na,,d.al position of Cliai.:.s Del Camino Rat, 
l... (a ~· o,gmiraricm) ,. or Jun,: 30, 2004, ond the relao:d -- or activides, 
- _..,, ""'1 cul> flows lbr the )'<a<lbo eod,d. These -<ial .......,_""' the 
lt,pODSibillty cf the CJ,pmadon's -cm. Our ,,spomib!IUy is to upre,s an opinion on 
these tbsandal ~ based. ou our audit 

We oocducted our audit in .-..,. wi1ll allditing s1W1an1, generally aco,p<ed in the Unli.d 
StatcS or Amcti<a ...i lhc standards applkal,1¢ to fil>:t.n<w. audlts contained In~ 
- issu<d by lhe a,,,,p,ron.r Gencral oflhe Uciffd Stans. 'lbmc Standm!s requirelhat va, 
plan and .pcrlbnn the audit to obtain reasonable usurance about whelher the financial statemeota 
arc free of mataial misstatement. Au audit i:Dcludts ~ ou a test~ ~sopporii:og 
the amounts lUld disclo<lm:s In the lulan<:ial """"""""' Ai> a;od;i a!,o mdu<l<s _.,. the 
""°unting prindples med and.-estimatesmadcbyrnM,vrncut. &s ...U a, ""11lllliDg the 
o,cm1 lioancial sta-PJ""'ffltatio We l>dle,o that.., audit pm,!des a --fur 
O'IIC opinion. 

LI our opinioc, the 5nandal m-memd to above......., !limy, In all mar.:rlal-. the 
fiaauclal position or Omw Dcl Ouoino Real. r.c. u of .l'une 30, 2004, and the dwlgd In its"" 
""""' and its ash no,,,, Im the :,,,ar 1hlll1 mded,.;,, ronformi;y wilh ammtlliog prlndpll:s g,:omlly 
~ In theUniml Sla!M of Amerlat. 

In - rib Gommnmt ..,,,,,... Sl'llllWl'lt!: "" - """ - ""'report dated Sept<ml>,r 30, 2004 on ""' OOllSideradan or Oi1licas Dcl_c.millo RtaJ. Inc.'• im<mal contm1 avu lldaru:ial 
reporting and ourte,ts of its compliance with eettaht provisions oflaW"S, mptawms. cmmat1S, lt'l,lJt •ir=-. wl ather mattm. The p,,rposc orthat ,epott is to desml>t the sa,pc or our testing of 
mtcma1 coi,,rof over fillancial "'J)01ting and compwu,a,, and u,,, resulls or that Wting and iwt "' 
p,mide"" oplniou on lhe lnktual cxmtrol owr fimJicial r<pOf1UJg or on """Pllana,_ That "POftis 
.. integr.11 pan of"' audlt perfl:mn"1 in - with """'"'- """®11 ~ and should 
!,emu! in cx,nj,,oaion with tbis r<p0n lo ~the fflUh> of omc aodiJ. 

Ouz avdit-palbnncd fur lhe'f'lllP(>lle orl'omiing an cpioioa on the buicfuwil:ial..........,. or 
Oloieu Del Camino Real. !Dc., w,,,, as a >,bole. The s1lpp!ementaJy !manclal ~ on 
pages 16 to 22, indusiv,,, i1Dd the a~ - of <Jl)tlldimtes of llolaal aw:mts is 
pn,seoled fur P111PO= or addltialutl llllaJy,i< as nquued by the U.S. Oflia: of M-- and 
Budget Circuiat A·l33, Autlip pf S'ratn V?Or( Gcnp,pm4 anti. Nmt,,,Prq& Omtrdmtient and is.not a 
ffll1)ifed pan oftbe bluic linaPciaJ statem- Sud, - lw bet!n '°bj<,:!o,I to lhe auctil: of 
Ille ba,ic financial """"""1tl aa4, in our opimon. is'fairfy ~ mall - rc,ped:,, ln telaticm 
to the basic finmda.I sta.tell1entS taken as a whole. 

October 12. 2004 

........ .,........_., """""--
~& .. 

I ---
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CLINICAS DEL CAMINO lll!AL, INC. 

S,._ ol"Plmzldall'osillmL 

June 30, 2004 with Comp,r.tm Totals 
!'or 1lic Y-l!adedJ ... 30, 200\I 

- - -c.m.,......,, 
CUb I 1,156,739 s 1..523.484 
-(No .. C) 1,102,0Zl 1,162,531 

--• ...i,-tw.,.D) 1,411,152 ----(NO!tln 2,.142,195 1.lSl.376 
Od,:r......W.,, 37'J 
Pi,p,id- 162,15'1 !9,hl2 _..,. 

U.160 244.094 

Tomi°"""'- ,.2.,,,,. 4,783,000 

1'<>pat)' ""'E......-. Ncr (Nau, I') 12,496,918 11.989.250 

TOrAl,ASSl!!S L a,m,...._ Li•.mi;o 
-.. ....... _ 
Cum,,r--~ I -----(Nob,G) -...-.. 

l.meof=llt (N<,o, H) 

°""'-CUnspordoaof-~(N ... Q 

T""1CvmntLlull&s 

l.oag.T.,.Dd,t(Nob, 0 

Tobll.la\ililies 

Net'-

°""""""" T--(NoOd) 

Total,........, 

TO'W.L!AlllLITil!SA!IDNRT ASSET$ s 

s« 4l'UmiJitlh}'ing ncc,.r "'.{itta,td4J ~ 
2 

512,056 I 409,903 
IP!3,ll6 88&,lll4 

9'n,996 857,573 
1nJS1J 
296,096 356,171 
139139 J22.lll7 

~646)5.1 2,&13,~ 

9,ll3MI 9,433,42! 

ll,760.J)2l 12,267,323 

;,154,14& 3,083,726 
2.242,975 1,421,196 

S,997,123 <.:>04,922 

l!,757,144 ~~ 

CUNICAS DEL CAMlNO llllAL, Jm:. 

Stateme,,!of AOllvi1ies 

June 30, 2004 witb co_..iv. TOlllls 
Fwtbc Y..,- l!nd,d June 30. 200.l 

-Net- 2GN 

Ntlics.,,ortad-
Netpaliall ....... s I0,9S9.J63 
Gm,t-
Othtr' income 

Total Plihlic SUppon IDdRt:mmcs 

Nd ..... ,e!easedm,m_(N,,,1) 
R-..SSwfi<dbyProrimnofScnic:,$ 

Total Public Supp<nt. l!t:v<nucs "'6 Red I 

l!Jpca,es: 
Progn,nSmi<,,s: 

Mali:al """"' 
°"1tll _ .... __ 
Otherheallh-

Tota!Prog,u,Smia:~ 

Sopporo,,g-
)Mnaprnc,tall<l_.t 

Tolal~ 

mcr,ase (Dem:a,<) ill U-Netlwm 

T...,.,....U,llmm4Nd-

-.-.... --Net ~J'tlr.ascd from testric.tioos 

lllmose !D=) ill Teq,Mrily Rouicta!Ncr"""" 

b<w,c (I),:cn,ase)m Net ksoets 

Net As,<!, at~ otY.., 

NET ASSP:!'SATENDOFYJ!AR ~ 

S«a....m:tpmi.,r.fn;r 1wtG tojina,:drJJ~ 
3 

2.S.00 
IS0,26; 

13,182,6!1 

1,4ll,l96 

15,303,864 

6,231,445 
1,468,152 · 

610,751 
1,429,986 

9,740,934 

4,891,80$ 

14,632,742 

oll,12l 

2,242,975 
(1,421,196) 

821,779 

. 1.492,901 

4.504,9'22 

S.Wl.813 

-
$ 9,791,759 

1,459,387 

•Mn 
l!Jl4,617 

2.716,7\ll 

I 14,031,)98 

s;no.1sa 
l;i:;:t;IS 

61.!,612 
1.265.420 

S,871,567 

4.6114,791 

13.556,351 

415,0IO 

1,421,196 
(2,716,781) 

0.295.lllJ 

(l20.54Jl 

S;l25,461 

s 4.sM.922 



CLINICAS DEL CAMINOJlEAI.. INC. 

S.,-ofCluh m.,,.. 

June 30. 2004 wuh Compamive Totals 
For !be Year Ended .l'uae 30, 2003 

Cuhff.,..l'l,miO ......... A<IIYl!l,,, 

-(ll,auae)ill""""" $ 
~ .. -dm!8'., ... ..., 
. pro,14td(-forq,n&gaal,iilo$ 
~finetllfffl: 
~ud-tion 

ln<mle(Dmnsc)h!Opent<i,g"-7--..__ 
Orhcrrcaivablel ~-ill""""'Y 

r..:.... (!1,,:nu,) in a,,mtlngU.blllJies ----.,....,---~ Olli«-
N«c..bl'mlded(U,ed)t,yOp,m!ogAd;vili,, 

c,,u1owsPtoalmadoc4cll-
-of-ml~ 

Cahffows_F"""""a_"' 
Priniq,al,,._..on!on~dobt _,,..,lllcn<onu_,. 
-~~ 

~Oul,-(U"") bylliwi::ing-

Not(D-inc,,bmlCmh~ 

c..t,&OdCW~·~dY"-' 

CASJIANDCASH!QtlIVALllNTS· J!IID OPYl!All s 

Salt atWJ1gAl#;)ing Pt1ttS !C fi,toN:Jql ~ 

' 

-l,'92,901 

828,llJ 

("'5J28) 
(1,091,419) • 

37') 

(T.1,145) 
IS?.334 

162,153 
195,170 
!20,423 

!60~ 
1129206 

(!)36,480) 

(3l7,219) 
317,250 
25,060 

7Sf!J.I 

(432,253) 

~691,015 

2,2S11,76l 

200.1 

I (B20,54S} ---(245,1126) 
,..,......_ ...... 

716,715 ---.... _ -63.&!2 ~1-.t:bclical 
77,403 tonna:.Oeccw~ 
12,892 -----(76,JOl) -:rn;,937 ~·~ --·-106.)62 -"" (250,l)OO) .. a.M~~,,Al,o 
92,800 lipdra4Jofull·»-ilillllll 

(3m1) ---$;pplltt Jeieedat Ql.36-0 ~"" -s ;:: o,6clJ 
(769,965) --.............. -(284,710) ...... ,_ ......... 
(284.110) ----

(l,126,039) ---3,817,054 

$ 2,691,015 

CL1N1CAS DEL CAMINO lll!AL, INC. 

Sta,..,'"1!ofFOl!Ctio"'1~ 

1nne 30, 2004 Wi<b Comparative Tolals 
POftll< Y-l!.nd,:dl-30, 2003 

- - - - ""' """"' """' ...... ...... ........ ""' -- - - - ...... - ~ I ""'-"' f '°""' I 
195,15l S J,Qn,SCS S ),11'),)M J. 1.~- $ ""'"' ... ..., 1n,1n ,~s """' 5lil.3di 1,tf!.214 lM'!e ~..,.,., '1U'7 '""" 1,271,W ,..,.,,,. -- ... , .... 

219,l(a ,..,,. .... '2:i,)10 ""'"' ... ,.. 
n,u, u.,,. ,..,,.. ... ,,, 

1,211 ..... "' .... ,..,, 
""" ..... 

""" 
...,,., .., - ....,, Ill.OM ...,., .... , ,,,., .,.. ..... ....,. .. .,,, 

"""' ..... ,,,, 
""" -... ... ....... .. ..,,, ..,RI 

'·"' """' "'m ...... ..... . .... .... ..... - 111,6$1 .._ ,.,..., .... "' ll .... - ,., ... """' .... 111 "' ~ ... ""' ... ,, .... usu .. '" ..... - ,.,.. ... ....... . ...... '""' l.14f '·"' ,.,,, , .... HJ',m ...,,, m.,., .,,,., ....... ..... ....... "'"" '""'' ,.,,,, ,. .... "''" "·"" ,,.,,. 
"'"' 10!,083 ..... l:ZlQ """' ...... ..... ..., .. ~ ..,., 

"""' ·- "'"" ...... . ,.,,.., ...... 
"""' "'"' %11.fll .... .... '·"' .,.. ... l,Ulf .. 2',1H ,, .... ...,., 
""" 

...,, 
'"'" 

..,,. 111,67T -,,, .. ... .... ,..,. ,..;, n.,.. .. .,, ,.,, 
"' l!i!0.1'11 - ....... ...... ,.,.., 

"' 
,,.., tn-&1!! """ 

6,%111,22:z ......... """' . ,,.,.. ~- ......,,,. ,,..,,.,,, 
.. ,,,, E,142 """' 

,..,.. "'I'll" 1l6,11S 

s 0»1~ 1 !~m s lRl.1'1 $ !aS!&! S :!!!ii'!! S lwt.10 $ :2;a'6.»1-

S..-ng-lOj/,,,md,,l
s 
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CLINlCAS DEL CAMINO lll!AL, INC. 

--Notestaf'mandalS__,. 
Jrme30,ZOOcl 

NOTEk NATUIUl OF ACI1Yml!S 

C1inicu 0<1 Camino l«a1. Inc. (tho 011!"'li>aliou), !., a Non-Profit Ccrpon&,o 

supported t,y -· "'"" and lcal - private -- grants, and .......... 
- opent1ions. o,ga,,;....,. IICI!- - of pttm,llug qnatity - and •llJ!l'Ol1M' llelVio:s ro tbe popuial;Oll ofVcmur,. Counly. The OrpviAriou <>pera1CS 
...... ptima,y hMlth""" - tocat,,d Inv-. ODatd. Fillmore, Santa Paula, 
M,m,illa, Oa:anviow and Ojai. One l3oard orDlu<t<lrs gowns all of the opm1iom 
and - of OW.,., Pd Camiltl> Real, Inc. Tl>eir underlying philosophy and 
objective is to provide high qualll:y -- health servic<s to the people of the 
an.a, regardless of ma>mt. 

NOTE JI: SUMMAJI.Y OP SIGNIFICANI' ACCOUNT!!;G :l'OLIC'JES 

llukofl'nwldalinfonmition 

The - ''"""'''"' fOf tbe 12 """"""l!!ldc6 June 30, 2004 (lisc:al year 2004) are 
pttpam! in •-with-prlnc;p!es gcne,ally a=i,to:! in tbe U.S., which 
r.qnlte the D,gani,,,tion ., -. - - assumptions rep,ding the valuations of 
attainlillandol"""""""", am""'1ual allow.,,.. le,$, the onta,me of litigation, and 

- - that .- tbe - ... _ and - - The Otpui.a.tlon 1'clicv,:s that the ""'""""' Ulllizod in the pr,,parad= of the l!nanda! 
""""""'".,.. prudent and -ble. Actual resolts coulddill'er-ytiom lhcs< -Fiwmda1 ~ ~ follows~ the rem,, nm,ation of thf: Fimncia! 
~--in.llsS!a-evtofFi,w,da!Aocoumli,g-(Sl'AS) 
No. 117, FftWtdg1 $latrntn4 q[N"lffl"l'rrifll C/ti91•M@Y· U- SFAS No. 117, ihe 
OqJ,miuriou 1$ ""!1limf !ti ttpOlt lnbmat!on tegati!ing lb finimcial position and 
actMties &CCtlt'ding to tl:ne c:mx:a or net assets; ~d net mm. tm1pOJarlly 

. ""'1!-ner-.and~rm:ri<ted="""""· 

llas!., of A"""80llng . 

The Organizadoll prepam its fimuldal mi-in -with J!l!11'l3lly =opt,d 
ao:tlVJltlD& pri,u;lples. wl1icb involffl the applicariou or accrual accounting. 
Conseq,u:mly, m-enue and galwr a,:e ~ wlum earned, and_.., aDd io-

""'--""'"' im:ntrtd. Cub ...i Cm E!(Dinl<,!ls 

F« ~ of the ~ of cash Bows, tu Orgartitation condders an uurcstdar.d 
lugbfy li<!Uld- -.... with m initial ll!llfilri\1 of tluee months or less to be oash 
cqulvalas. 
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CLINICAS DllL CAMINO l!EAL, INC. 

Nowto~Stalcmmu 
J-,l0,2004 

NO'l'llD: !!llMM:AJIXO!'S!GNMCANTA.CCOUNT!NGPOLIC'JES(oomlmod) In--
In- in -ble sccuritics .,. - "' lillr - value. All gehl, and 
investment income arc: reported as ~net: asm.,. 

°"""' and c""'1ibutl ... 

ContnDUtions ~ from grauting agcuci,!s are recorded'u ~ tcmpomily 
mlrlcted, or-tlymtri=dsoppor,, dq>endlns onthemtenee ar..-ofany 
granter zestrictio.ns.. 

Suppon t.hat is rcttxictcd by the gtantot i, reported as an inaeuc in unrfflricted ntt 
assets if 1he =tt!c,ion exp;,.. in the n:porting period in wh!oh tbc wppart is =<>glliud. 
All other ~d support is rcpont:d u an int:reau in temporarily or 
pennanemly restricted net asseb, dependiI,g on the naam: of tbe RStrialcm. Whena 
ttStrid:ion expiti::s (that is, when a stipulated time ~ ends or p,.upo,e restri<:tioa. 
is a=mpii,hed), ~ re,tricted :net asmo are -ed u, """'5tricted n<t 
assetsandreport<dintbeStaimnentofActmtiosuoet"""""releasedfrom~ 

l'topertr arul Equlpm,,,1 

El<!>endirut.s ft>f propetty aDd eq,,ipment ate-.!at cost. Donared""""" ""'n,C<l!ll,d 
atthcirestimal.dwr mula:tvaluts attbe dateof-~ ofbuiJdllJBs 
and equipnu:nt is piovld,d <>= the -,:d usdlll lives of the mp<ctive asseb 00 a 
!ttalgll>-lim, b-
l'rupmy ·~ - ll!doral - su;,po,1ec! fllnds is - "' be ~ by the 
OrpDization -..hlle used in the ~ fllr wllld1 it - ~ or in other 

·---- Howcv!:r, the --has. musiana:ly mta,,.o!l in the ptOpCtty equal to the fedml sl!bJe ofthe gr,mt'lllllil:h aequisilioilcost ofthe pn,p,:,ty 
waa dJa,ged. 

ht-
Invtntories are stated at the Jowtt of rost or xna.rkl:t: dere:nnined by the fim-in. first-out 
method of accou,,ting. 

Third·PattyCoalnttllal~ 

Retroactively~ tlmd-p,uty~~macaued onon
basi, in me period the t<:lated $mlces m rell6ffld. Net pati,mt ......,.. ,....,... b 
adjusted asffijllittd in~entpaiodbased on final-

7 



CLINICAS DEL CAMINO lll!AL, INC. 

- to-Pinaocial-s...e-u June 30, 2004 

NOTE B: SOMMAl!.Y OP !IIONJPICA!'IT ACCOUNT.ING POLIClllS (C<IIICiml<d) 

N• Padem S<:n11:,,J1.ommg 

Patient scrrioe mwua ate~ ate the- Oraaoization's established rate,, Sliding fee 
:;cale ~. pro,isiott ftlr-le """"1!1>. ml C01>11>CtUal - are 
ded11C!'M to atrive at net patient~~ 
__ p,ticnt ___ to_providcd.,~(sli,llng 

""1c adjwo!men!s) ~ to app,o,dmatcly $2,578,189 ia 2004. 

Do1R1lcms 

Amwal donations ate pimally a'VtlilDle. for mue:$tricte.d use in the related year unless 
specifically..-ic:o:d by the donor. 

v....ioaPay 

The Org.t.ni;alion pennits ;is empio,.... to =uwe vacation lm• aver thei,- worlm!g 
arem and 11> - - time in cash upon tmninAticu of employment. The ...rn.....i a,,,01,.tt otunpafd """'1i<m at.fuae 30, 2004- $321,490. 

1-

L<uea that ia ...-,,.., - all of the- and rim <qUi,.i..t to OWllfflhlp of 
the pmplny in, dJusllleaas capitallel$c. The telatcd....., anclliahill!ies are ttcotd<d 
a ""'""'1S equal to thc 1me, or the _-..Jue ofll!t mmilnUm lou::pa,....... or the 
,... ..i .. of the - property at the begimllDg of !he n,,p,:am: leased -· 
G<nmlly, sudi ---<m:r lhm -miclive,. --rdalh>g totbc 11:asellabil!ti,o istl!llOnll:d osingtl!e dfec:inie""""" mdbodov«the"""' oftlu, 
- AD O!h« leaas"" classill,:d u ~ 1wes and related ....raJs and .,. 

· dwll<dUm-wh<aiocumed. 

'Ibid-Pan,. p---
Thc Oqpg;zation pn,,idcs p1ltiem..,.""""" Ul1da the FQ;HC Medi= l""8RJb. 
n,;, -p,ov!des ror""""'1l - "" • provisiorul.l buJs. subie<t 10 adjot;tmtnt 
--•--and audit by the~ ag,:,>clcs. The Orp.nlzatim,'s 
pollcy is fD - .. and r,con! sud! ~ la tJu, year in llhich the ..,.,.,,. "' 
midmcl lllld to l'dl«tani, ---estimates and ultimate scttl<monts 
whai-data-.Sav.il.bltorth•-ofS<tt!emtotlslmowu. 

N,,,..l'rofitlimm 

'Tht: Otptrizaritm is a priyare Non-Profit Cotpon:tim that is e:rempt from income tues 
-Se<t!onSOt(<X3J or1bc InrmiaI-..s.rn.:e. lU!d o,pui,ed Ulld<!: the 1a .... or 
the State of OIJ:if'ar:ma. ~' no pttr,isica fix income tut:s ct the ~ of 
.......... .-~is!ncludedh>lhe~--... 

s 

CLINICAS DEL CAMINO IIEAL, INC. 

NOTE c, REST.IUC'l'l!D CASH 

Noc.s.,Fmaocial
J,.,.30,2004 

The Oqpui!Atloll is rcquwd "' - debt - """""' """""""' - """""" app,int<d by the Califomia lualtl,. Fadlilia ~ Authority to c,,mply wilh 
~-IO Vffl0\1$ tax-boads issued-die c.J.l'ooiprogrmn. A,. 
of1une30, 2004. d,eboloua,; in-""""""" ........ n.102,023. 

NOTED: PATll!NTACCOUNTSltECJ!lVAl!Lll 

The patient accaunts rerovable balanoe as of 1""" 30, 2004, u comprisec! or the 
following: 

Private pay 
Medi-Ou 
Medi=< 
lmuram:e 
CHDP 
Otherthttdpatty 
Tolal before allollaao, for doublfbl = 
Less allowance: for doubtful~ 

Net Patient~~ 

NOTE I!: G.RJ\NTS.AND CONl'JtACTS l!ECEIVAIILI! 

$ 133,387 
1,167,580 

292.548 
120,802 
46,482 
~ 

1.863,467 
~ 

Sl4iJM2 

The gr.mt> and conuacts te<:OiVal!le ....,,.,.. as of lune 30, 2004, is ""'1p<is<d of the 
folJowiog; 

U.S.Ik,,l.o/Hullbrm4-
·MisnotHea!th!ni!iativc 
·E,q,a"""" Medial Capocity In!tlative 
• New - l'oimimt!atlve 

Slwofc,/Jfomi,, lTi!mlli ---"-• Seasonal Agricullmll andMigntory W-Program 
• Rural Heali:l, Setvl<>,s Dev<lopmeol Propm 

CldMm,&F-m,,Flnt C..U,,,-,f'P_,. °'""'Y 
-Denla!Btalih
·McmalHclllhO•lpallents.tvmPmg,m 
• Kids lmm"'1ization Project Comput«R<Qisuy :Froa,am 

Ddl# »-,/ of a,JIJi,ml,, 
• Oral Health Oe:monstratio!lFt<>jed 

TiddF°"""""""""" TJle C4/ljimd4-
• CommUDily Climos.lnitiatM: 

r..,,.,.c...,,y 
-~-Project 

ToOal Glan1> andC-ll:eeei-,abl4 

y 

$ 935,068 
310,411 
446,053 

67,300-
18,990 

71,4111 
229,989 

13.465 

196,198 

50,000 

.u:u 
S 2 M'l '795 



CLIN!CAII DEL CAMINO !IEAL, lNC. 

NO!OStocrmaodal si.-..ts· · 
;..,. 30, 2004 

NOTE F, 1'11.0l'ERTY AND EQUIPMENT 

The ,,.. pmpmy and equipment b""""' u of Juuo · JO, 2004, is """1'tised of the 
ful!<>wmg: 

l!u!JdlDi, & Im<! 
Compo .... 
M<dical ,oqu!pmmt 
()j!ico eqvipmeut 
Facillty~ 
Vehida -&.LeascholdhxtptoiJewem& 

Less """"'1ulall!d <11:pr

Nct Pmpffly and.Bqulpm<,,,? 

$15,813,908 
532,709 
792.004 
643.215 

76,708 
516.768 

79,409 
21.m 

19,102,510 
(6605 SW 

S12ft918 

Depm:!alion -tl>tlhetwelvo mondiseru!cd1W1e .lO, 2004wasS828.813. 

NOT!! 0, l!S'IWA'I'l!D TmJID.PAllTYPAYOB.SETTU!MEN1'S 

Duru,g lhe fisral ya, ""4ed 1uoe 30, 2004, die l>IIAace In this a=imt,... adjusted to 
rellect final 11114 .....uve sett!..,.... ptUp<,l1!d by !he lJepamnetl! of Health Senica, 
Audit Rm= and AMlysls Section Oil PQHC Mcdkal atldM<dican: CoStreporlllfiled 
by lhe Org,u,lzatloo lbr prior years. The ~ balauce due to the Mcdi-oal and 
Mcct.icaa ptogtams at June 30, 2004 is $1,083,216. 

NOT.fl !'I, LINl! OF CBl!Dll" 

The Organization has a $500,000 nM>lving lioc of credit, of vmlcb $12:2,750 was 
nm,sed at June 30, 2004. Bank~°" the lioc of credll ato paytble on demand 
and carry an - rate of 6.25%. The ef<dit lille b secoted by substanlially aU 
- of lllll Organization. 

NOTE l: LONl:;.TERM UUlLt'J.1li:S 

1:.oog·termliamlides at June 30, 2004 =-asfollaw>: 

111.._ ...iN-l!,;,al,le 

Loan trom p,:oa,eds a( Small Facilities Pool Lon Pm8l'm (The 
•5tatu• Pmgnun) iiml<d by lhe ~ lmollh Facilities 
Fillandal A..-.Y to - -the "'"""1IOlion and p"'1liq lot 
lmprov...,.... of lllCdbl licilllieo. Total Joanamouut is $550,QOO. 
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CUNICAS DBL CAMINO REAL, INC. 

N°"" to l'llw,cial Smttm<ms 
Juru,3-0,2004 

NOTE I: LONG-TEllM LIAlllLITil!S (COrm:NUl!J>) 

Mottpges '!"u-r-1.,- (continvd) 

Tho Star!$ I- is payal,1' ill 1ll0tllhly imtalbne,it, of$4,0S8. Loan 
is,,:c,mdby prope,tytofiDan<:ed &omlo.anproa,o<l,. . 

Loan Jmm proceeds of ,a.le of lll>t-<:<cmpt bomb issued. by the 
Local Medial Facilities l'!DAlldng Autlwtl!y to tmance the 
consuudion and~ of the o.m.rd Cliw.. To1al -
authoriz<ll is $2,BOO,OOQ. Bonds ue payal,1' in ll30Ellhly 
- of $20.975, lll<ludin,J prim:ipa! and - Loan is 
secured by pn,pcn;r acquittd Iron, loan procecd.s. 

Loan from p,oceed, of sale of mm:ed lleffl!uc lload 1!'97 -
A. Issued by the Callfomla Hea11b Faci!kies F-, Aoowrily, 
to linanee the _011 _,, of the Satja,y Funlly H<allh Care 
Ccutet. Total""'°""' Awiorlzed is $7,22,,000. l!onds Ato poytble 
in mon1hly iDstallment>ofS49,327 !nc!odingpd:,dpa! Uld........, 
trom beglsmiDg of May l, 1997. I.am is """""'1 by prop<rlY 
~ from lo.an pn,a,<ds. 

N- payal,1' tt> Chrysler Fimn<lal ~ N°"' arc 
secured by two vehicles and bear inter=t at 8.99%. Notes mature 
in Nomnber 2004, and hav. • combill<d mon1hly payment of 
$760. 

Wells Fargo Bank (Note was ammred by the Orgoni,alion from 
Jae.kl!. and Mm1h&Dunn. Oria;,wm>10-WMJ234,693). 
Cliniou Del c..mino Real. hw. aud Oilier ilM,sl,m acquired lho 
Sama PBU!o. Modi,;al Facility ·ID a 50% joillt ownctSbip (mito 
amount outstanding at acquisition was $193,113). !nJlseal yw 
I 9'T7/9S the Orgunmruon i..c.m. lhe solo owner of this facility. 
The note is secaiud by the building, with the intmlll - being a 
variable - set at 2.90% over the U.S. T- mekly lmlox 
rate adjusted annu.,lly. Momhly iuSlalht1CU1S on tho note .,.. 
S2,167.21l, with the DOie maturing OD December 17, 2005 

Tora! Long.tcnn Mortpg<S and Notes Payable 

Less: Current Pomon 

Net Long·term Moitgages and Notes Payable 

11 

$ 4$,001 

$2,190,000 

6,285,833 

3.716 

.»Ml 

8,983,397 

00.il!!ll 

$ 6717501 



CL1NICAS DEL CAMINO :i.EAI., INC. 

Note,;.,F'JJWM:ialS
J...,30.2004 

NOTE I: LONG-TERM LJAlllLl'.!1ES (-!led) 

~ ndN.,..Parable(cmnlmled) 

~ ~ aod N-Pay,hle- du< In each of the nc,;t five !lst:aJ. ,.....,., 
FISClll Year 2005 
F"""1 Year 2006 
Fiscal Y-2007 
Fiscal Year 2008 
Fiscal Year 2009 
Tllfflaftc:r . 

265,890 
2115,842 
273.333 
292,083 
;JOS,750 

UII&J. 

Total~Morf&alOudNotrsPayable i 82a}J2Z 

Capltl!X-

Cqit,llea,sc ._,._ wilhSama.Barbam Bomk .t. Trust dated 
Nov=ber B. 2002, for the purohaso and illstallll!lon of modular 
blzildlngs fu, the °"""1IView Clime. !,ea,. n,quins monthly 
pa)'tMZIIS of SS,920, and beaTs an intmst of 9.77%. Tonn of 
leas. i& to November, 2009. S 448,734 

Capl1al l<ax llg1""""1t with llcik oflh, West dated ,a,11,a,y 20, 
2004, fbnhe pard,ase ofmedic3l ,qulpmeut ibr the Vcumn Oloic. 
I.eaae n,quiu,s monthly pa- of $827, aod - .. in-
tat< af 12.258%. TermofleasefstoDecembe<2006. 21,276 

Total~Capila!Ltafto 470,010 

Less: Cutreml/omon WM2l 

Net t.c,,,r;,em, Capltol teas,.,, $ 39§ 161 

The fol!owmg ... -· by year of limue mmiontm - - - eapita1 
1 ..... tojp:ther with <lJe pr=,nt valoe of t!ic "" minhuum lease pa)'m<Dt as of 
Jum,30,2004: 

Fiffit.! Year :ZOOS 
1'l,c.,1 Ynar 2006 
F'HwYear2007 
Fiscal Year 2008 
F"""1 Yeu 2009 
P'bal Yca::r 2009 

M.iD!ol=Leue 

"-

t 
,. 

116,964 
116,964 
112,002 
107,040 
107,040 
~~ 

§!)4Aj8 

Presmt Value 
ofMlaimum 

Lease Paytntnt1 
73,BSO 
81,610 
85.101 
88,5!9 
97,565 
43.3@ 

J. .£70.010 

CLINICAS DEL CAMINO llllAI., INC. 

Note,;IOF'_Sta_ 
, ... .io.2004 

NOTE!: LONG-TERM LIABD..ITIES (..,.lilnlod) 

lld_..,N .... Pay-...tCapli.11-

Total Long,tmn Mortgeg°", N- Payable and Capital Leues 

Lcsl0°""'1t-

Net l<mg-tem1Mortgage,, N-Pay® a.od c.p;,.!Lease, 

NOT£ J, TEMPOllAIIIL Y l!llSTlUCTl!D NBT ASSJl'.l'S 

$ 9,453,401 

.tm.ml 

$ 2.11, fffl 

Temporarily n:stzkted ,,.. """ oze available fu, the thll<>Win8 - at 
June 301 2004: · 

U.S.Dqt.qf ___ _ 

• Migran<Heal!h !nitiatm 
• llxpanded Mcdlcal Clpad,:y lnitiatlve 
· New A=Po!utlnidalive 

TidtsPDIIIJlltdum:11.ttd .1hC'4llfomi.tz.l'n k Miit 
.• Comnu1n.il;y Clmics 1nitlalivc 

CM,/nn&F-Ftm~q/Y-a-ty 
• Mental Health Outpeti= Se,,,i= ~111 

1),J,a _,,,, ef C,r///lmJlo 
·Ota!H"'1th~~ 

Y.,.,_a,.,,,iy 
• Co~Imm-Proj<,:t 

M,Jici,,,fo, h>pl, In Na {M,,{Ft#J 
• Phamw:euticals aod Indig,m?Care Progmo 

T"'3l Tempo,a,i!y Restricted.NetAs<ets 

$ 935,068 
310,,n 
446,053 

50,000 

214,218 

188,932 

13,464 

&l.1ol 

$ 2?47?Z5 
Net ....., were releised fi1>m donor fl!$lriction; by incuniog _.. satislj,ing the 
puq,ose or tizne n:mcdonssp,cified by-as lblk>,,,., 
U.S.D,pt.o/llea1d,am!-Sm,m 

-MignmtHea!th.lnltmi.., 
Stat,'!{O,Ufomi,t~qf&,,IJl,s,,,,/«, 

• Expillldtd - "'Primaly Care Ptopm 
T14tJ Ft,w,"6tlt,,t. lm4 De C(dJJi,nt.1,1. 6. t " .... 

• Cottununity Cllni<:s-
CJ,JJ,/m, &Fom7l .. FJm-.-,lfV- Q,w,(f 

• Dental Healtl> ln!tiative 
·Meota!Healtl>.~-Program 

r""""' °"""Y 
• Collabot1'tiV< hmn-Pwject 

Mdk/n,for P<op/< In Ntd (Mdl'la) 
. Phamiaccudcals and ~C...l'msram 

Total N<t Assets !Weued FromRestrl<tion 
13 

$ 905,19$ 

BS 

51,106 

s1,m 
143t479 

13.464 -S 14'1126 



CLINICAS DEL CAMINO J!l!AL, !Nc. 

N°""tol'lnalldal-
1.,,.30.2004 

NOTE K: l'llNC'I10NAL ALLOCATION OFBXPBNllBS 

The""' of~ tho various- and·- haa 1><ert 1111J11111arized on a 
-.....i basis' in the,,.._, of~ A~, cmain a>stS ha'" been 
--thepn,gnm$andS1lpllOtlU!gservica-

NOTE L; Pl!NSION PLAN 
The Orpnizilrina haa a pension plaD 1lllt oovm an ellglble full-time employees. The 
Orgam,atioa Ii notttqlllm! to m.al:e ammal roa1ribuliom to the plan. Th< 01p,,ization 
made •-tim>of$2S0.408 to the plmfbrtbe year"1ded1une 30, 2004. 

NOTEM, CASBJUSKCONCl!N'l'IIATION 

The O!pnizatioa - checking and saving, ._ .. with - llarl,am Ballk 
and Tnut Ind a DK>11CY marloot .-wllb Amorlam &p,c,$ Company. Tho Fcd<nl 
Ilcpoo!t lllsunna Co,poratioq (l'DIC) - up to $100,000 in '"""""" at each 

· ~ imtitotion. ...i.n.the ---Co,poration (S!PC) insure, 
up iD JI00,000 in ...,,.,_ held at oac:h ,qismr,d in"""""'1t c:ompmy. At lnne 30, 
2004, tho Clinic's 1l1llnsm.d ca,h bal•iu:c totakd Sl.!!20,396. 

NOTE N, llllCONCILIATION Ol!'FlNANCIAl:. S'l'.ATI.JS ll1!l'OIU 

The lollowlDg Is • ""1>lldllation of ll!e - - - (!'SR) prcpuod by tho 
(hgaJrl:ntion and the audit n:pott for the Orpnizatioa•s PHS Section 
32~/330/EMC/NAP grant, 

Pe,:Gnnt 
Tows lliffmnce 

Sec. 3291330fBMCINAP Gant htEiR SsbmPJc #3 Oyc;r/tJJpdg) 

ToW Pl'ogaut Outlay> Sl<l.690.348 Sl4,966,493 $(276.145) 

Tola! Pedml Share of 
l'l:oglam Outll)> 2,096,456 2,096,456 -0-

Ul!Cb1ipr,:d Ba1ana, of 
Pedaal Fuuds -0- -0- -0-

-(Defidt) of 
Plopml'ncomt -0- (258,508) (258,508) 

~ 

CLINICAS Ill!LCIMINOJrllAL, INC. 

NO'l'E 0: CONTINGl!NCIES 

Claim,""' Lltlpd ... 

Notes to ,....,cial Slar=enllS 
June lO, 2004: 

Th< Olguuzatioa ;, subJcet "' vmous - ...i litiption. In the opillloo or 
management, the OOO:Ome at such matters will not ha'Vt' a l'Dlilte:lial effect on tlle filtuicia.l 
po:sition of the O®'nization:. 

Prog,am F'andl!II 

Conrlnulng pn,gram fundu,g i, ~ llpOn avallabili!y of l\md$ llom lbkm! Olld 
state ro\ll'Ces a:ru1 project: perl'ormanee, The ftmdt arc awarded on a yearly basis upon 
~pl and approval of program applicatiow;. 

Medkaze Costltop<ma 

The O?ganizmlon as a f~ qualllled beal!h """"'an<l lw elected to panitjpao, ix, 
the Fedetally Qualified Health°"""" M-n:imb--.. pr_,n. Thi, p,,ogra,t1 
~ tbe CJxp,,jzation to file ·--attbe"Dd ofm fisceJ ,-. The purpose of 
this ,epo,t i, to - - -- in provldmg""'""" to Medi<:a,o a,,d to 
....,.,;Je - =i'led with the ""31 <0SI ~ in the ""'n:pott. This rost 

- is subject .. - mid ·- by the M\!dioan: - 1-edlaxy ({h,h,:d Oo,alillldlt Sc:m.ccs). In the opi:oi(m. of managem...,t, ftnalsettlf"'O'tfft of this report 'will 
not.....,;allyaJ!I," the finatidal ........... of the (),pni,::amm. --Finauclal aw.rds 1rom fedetal, ,..,. and Jocal gomnmem -.S in tbe fhnn of_ 
are subject to special audits. Such audits could -1tm c!aims agaimt th• Orpnimion 
for disallowed costs or D:OUCOmplia.noe with grantor tt:Sf:fictions. No provision can be 
made for any potential liabilities tha.1 may a.rise fu:nn mcb audits. since. no indication of 
noncon,pliance lw been """'d by m-em. 

NOTE l': Pmoll Yl!AllS1JMMAlllZl!I) INFORMATION 

The financial ,........,,. include C<J:1llin prior.par summarized comparative mfurmatian 
in mtal but not by""' ....,. cla,s. Sndt mfomwion dces not include !IUlllcicm &:!ail to 
constitute a -!ion in conronnity witlt gme,1ll!y aoo,pttd aa:oonting prindplcs. 
Accmding!y, mcl! -lion shottld be toad in ""'juru:!ion with the (J,pnitation's 
finaJJdal Sia- far ll!e year eruled J- 30, 200,, for wlw:h the Sllllllliarized 
inlbrmationwuderlved. 
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CLINJCAS DEL CAMll'IO l!BAL, INC. CLlNlC\S D.l!l. CAMINO llEAL. INC. 

Grant"Modc lly ·-·. -GmnrModelly 

'!be 1:li>it,d Stal,,s D-t ofHeallh ml BilmanServices 
The Uolt>:dSla!Cs~afF!wdillJltlHumanSctvio:s 

GrantNuml><:r 3R80CSCJ0550.(l2-03 Grant Number Sl!BOCSOOSSD-03-00 

PUllt!CllJ!ALTHS!!R.VICEl.'RO.lECI' PlJBUCHl!ALTH Sl!RVICEPllOJl!CT St,-of--~ SWcmcotof~-~ 
Forlh<P<ri<ld1uly 1, 200.l tluwgbMsrch31, 2004 Far dwPmod Ap,il 1, 2004 through June 30, 2004 

Non-Fedetal Non-Fedml 

Orantee °""""' 
Federal l'articiJ>Olioo Total Fedeial ~ Total 

IUlVEN[lE! llEVENUES 

ltev...,.. $ 1.794.724 S 9,784,641 $ 11.519.365 
Revenn .. s 563,865 $ 3,160,634 $ 3,?M,499 

Total Revenues 1,794.n-4 9,784,641 ll,579.365 Total Revenues 563.865 3.160,634 -.~499 

OPl!lLU1NG llXl'l!NDlTI.Jl!.liS OPERATING EXPENDITDl!l!S 

P""""""'1 1,140~707 6,056,562 7,197,269 Personnel 311,811 2,360,686 2,732,497 

5-lles 9-tl254 4114,.509 575,703 Supplies 28,789 182,785 211,574 

~ 86,787 460,792 541,519 Comracttm 33,282 211,309 244,591 

Travel 9,658 51,276 60,934 Travel 1,417 s.m 10,414 

SJ>-Costs 49,498 262,806 312,304 Spaa,Cosu 14,017 89,373 103,450 

Other,;:-. 223,705 1,187,766 1,411~7,1 01berCom 53~94 ;!Sl89 3~083 

TObll OperalmgBxpcndilUrn 1,601,609 8,503.711 10,105.320 Total Operating Expenllil>l= 5-03,270 3,195,339 3.698,609 

Capital l!xp<ndilures 193.115 1,025,335 1,218,450 Capital l!xpeDdltures 60,595 384.724 445.319 

Total l!xpcndlture$ l,7~724 9,529,1146 ll.323,770 Tot!l l!xpend!tmes 563,865 3,580,(!63 . ~143,928 

.EXCl!SS OF RI!'VENWS 
EXCESS OF REVENUES 

OVEllEXPENDITI.JRES $ . $ 2SS,59S s 255,595 
OVER EXl'BNDITURl!S s $ (419,429) _$ !419,4291 

19 
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CLlNICAS DEL CAMINO l!EAI., INC. 

ci,,,,,1 "Milde By 
The UnitcdStatesl)cpa,tmelltotHealth andH-.. Savia:s 
0..,,1 Number 3ll80CS00550-02-03 ...i SHllOCSOOSSO-OJ.OO 

PUBLIC HEALTH S!l!tVlCl! PR.Ol'JlCT 

S1m!ncm:ot-.. a.!ldllxpenditwe, 
Fo,-llle Yearlilld<:d.Junc 30, 2004 

Non.Fedezal 
Grantee 

Fedaal Participation Total 
IUlVENOl!8 

Revenues $ ~35!1589 i 1~9451215 S 151303~ 

Total Revenues ~358.,!&9 1;945.275 15.303,864 

OPERillNG EXPBNDmJl!.l!S 

Personnel l,SIZ,518 8,417,248 9,929,7"6 
Supplies 120,043 667.294 787,337 
ComractoJll 120,069 672,101 792,170 
Travel 11,075 60,273 11,348 
SpaceC.... 63,515 3S2,179 415,154. 
OtberCoSI! 277.§.99 115291955 1.807,554 

Total~l!xpendltmes 2,104,879 11,699,0SO 13,803,929 

Capital Expcndllures 253,710 ldl6,059 l,§63,769 

Total Bxpendltmes 2~,589 13,109,109 15,467,698 

EXCESS OF RlM!NUllS 
OVER l!XPl!NDlTUlU!S $_ - $ (163,834) $ (!63,834) 

20 

CLIN.ICAS DEL CAMINO lll!AL, lNC. 

· ·.. · 0.-Made:By · " 
The Unitcd StataDq,a,tmentofll<alllt andHnmanSetvi<:,o 

Otant Nuttiba 3H!OCSOOS50-02-03 

PT.lllUCHEALTHS!!AV!CEPROJECT 

Sl11wmenr of Revi:ttues a.lid llxp:ndlture,s 
Forrhe l',,:lodApril I, 2003 tllroughMa,cl, 31, 2004 

Non-Federal 
Gmntee 

Fedml Panicipatlon Total 
l!EVJlNUES 

Revenu., $ ~096,456 $ 12,611~29 $ 11,707,985 

Total~es 2.096d!!!; 12,611~ 11,707,985 

Ol'lillATlNG l!XPl!NDlTUlU!S 

Pmoonel 1,339,301 8,255,532 9,594,833 
Supplies 111,706 710,964 822,670 
~ 103,426 645,02S 748,451 
Travel 12,270 80,207 92.,477 
Spac,,Com 56,216 337,199 393,415 
Other Cost, 2-6,464 1.661~ l,927,687 

'.Total Ope,ating 1!%pendllures 1,889.383 11,690,150 13,579.,'!33 

Capital Expenditures 207,073 11179,887 1~6,960 

Total llxpen4itures 2,096,456 12,870,037 1~%6.493 

EXCESS OF REVEN'UllS 
OVER EXPENDITUlU!S $ . $ (25&.508) $ 1258,508) 

NOTE: Tms so:hedu!e iocludes 1he adjusted"""""'" and~ filr I.be tbno lllOlltlt, 
otlhc p.ot period, wltldt wm im:lud<d ln lhe prim,_.. audit ttpatt Jbr the year 
erul<:d June 30, 2003. In addition. h lndud<s lht ......,,.. and e,:perulltms lbr the 
last nme mouths cf lhe 1!J'l1t perlod wlw:h .,. !lhown on Schedule 2. The 
combination af lhe ...,.,,.,.. and espcuditute:, fil,m lht lWO fisc3l YCffl a-!!) 
reflett lht a<li'lity of lht pn,gwn filT 11>< 1m,lgct period whiclt nm, April 1, 2003 
tbrougb Mm:1:131, 2004. 

Zl 
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UCH&ASSOCIATES CPAs 

!NDBPENDENT AUDITOR'S REPORT 

'o the Board ofDiffl::tors o-f 
:ommumty Medical Cent...., Inc. 

4S4S ~ Place,. Bldg. D 
Stoctkm, Califomi.a 95207 

(209) 47S.S95-0 
Pax (209) 472-0379 

{e have audited tbe accompai,ying statomems of financial pasmon of Community M<dical Centers, Inc. (a 
onprofit o,ganization) as of lune 30, 2003 and 2002, and the "'lated stal<monta of octiviti.., fuoctional. 
,cpenses, and cash flows for the :I""' then ended. Thffl. fillaocial - .,. tbe resporm1>ility of the 
lrganization•s management Our responsibility Ui to express an opinion on these financial statements based 
nour audit. 

v e conducted our audit in 3':COrdance with auditing standards generally aocepted in the United State& of 
JD.erica and the standards applicable to fmanci.al audits contained in Guvemment Audiimg Standards, 
,sued by the Comptroller General of !he United States. Those standards require that we plan and pertbnn 
1e audit to obtain :reasonable assurance about whether the financial statements are ~ of material 
tlsstatement. An audit incJudes examining. on a test basis, evidence supportiug the mnountB and discloSlm.1 
l the financial statements. An audit also inc.tu.des asstssing the aocounting principles used and the 
(gnificant estimates made by management, as well as evahurting1he overall .financial statement presentation. 
Ve believe that our audit provides a reasonable basis for our opinion. 

1 our opinion. the :financial statements refened to above present fairly, in sll:materlal respects,, 1he financial 
osition of Community Medical Centers, Inc. as of June 30, 2003 and 2002, and the cbaoge:s in its net assds 
nd its cash flows for the yearn then ended m cou.formity with aororurtingptinciplcs geoc:rally accepted in the 
lnitcd State of America. 

l accordance with Government Audi'ting Standards, we have also issued our report dated October 30, 2003, 
n our consideration of Cormnunity Medical Centers, Inc.• s intemal control over financial reporting lllld our 
:sts of its compliance with certain provisions of laws. regulations, eontracU., and ~- That :roport i.& an 
ltegral part of an audit perfonned in ac<otdance with Government Auditing IIOmdard, and should be read in 
onjunction Yfith this report in comi<lering the te6Ults of our audit 

>ur audit was performed for the purpose of forming an opinion on the basic financial statementt of 
:Ommunity Medical Centers. Inc. taken as a whole. The: accompanying schedule of expenditures of 
!derat awards is presented for purposes of additional analysis: as required by U.S. Office of Management 
nd Budget Circular A~133, Audits of Stales, Local Gowmtment:t, and Non-,Proftt Organizatron.r~ and is 
ot a required part of the basic financial statcm~ Such infonnation has been suhjocted to the aud:itiog 
rocedures applied in the audit of the basic financial statements and. ill our opinion, is fairly stated, in all 
1aterial respects,. in relation to the basic finmcial statements ta.ken a, a whole. 

a,i &A44ad4U4 e:PA• 

:.ich & Associate& CP As 
tockton. California 
lctober 30> 2003 

1 



COMMUNl'IYMEDICALCBNT'BRS, INC. COMMUNTJY MEDICAL C'BNT!RS. INC. 
(A Noo- l'mftt Coq,on""") (A Non-Profit Corpffl:tiou) 

Statmlenls oCPimncial P05ftion Statements ofFD.llll.lCial Positio:n 
hme lO, 2003 and 200Z ,Ti.me, ,o. 2003 aJld 2003 

ASSJml 
LJABIUTll!S AND NET ASSETS 

JUl'l630 
lime 30 ml = ;ll!!l1 = C1)RlUlm- I.WllLITIES 

C1)RlUlm- ASSETS Note alld l:ioDd payable ~ CIU'ffl'.lt portion $ 70,000 s 65,000 
c..i, 

Offl<eftmd, s 6,3>0 s 6,1.SO A""""" p,y,1,1< 166,047 46,lll -- S,064 21,7,16 

""""""""'- 1.33.S,188 936,554 A""""- 62,091 63,073 Savq;s. mone:;, tnarkets accmuiu 3!!961169 2,894,293 Acaucd }lll)'Wlflvatation 876,337 121.021 
Tow Cub 4,537,707 3.836,991 bue, to MediCal 408,476 -----· Total Uu7ent Liabilities l,'88,015 923,167 

-""'- 1,537,261 1,424,908 - 186,489 139,41Z 
CIIDP 113,466 102,375 

LONG-TERM DEBT ~ 45600 185,486 
J,882,816 ),852,181 

California Health Facilities FicaDcmg 

Lou aUo"1lla for donbtful a¢Counl$ {1tl3ljlQ!} (110IO.J09} 
Authority 1994 Series.B ~ :z.ns,ooo 

Net paticm ICM.Ce receivable 7.Sl,708 841,872 Total Long-TcnnDebt 2,655,000 2,725,000 
WlC 126,088 105.277 

°""' 60,1&4 155,285 
Total liabilltie,; 4.2;43,015 3,648,167 --- ll0,839 104.511 

- ofc.tifomi> 
282,190 369,882 --- 89,146 292,369 NBT ASSIITS 

Total Aoconnta ~le 1,430,15.S l,869,282 -Income mid 4,27',25$ 4,731.952 
P,q,ald- "1!>8,748 137,Ul Prio<ipal tlmd 89,397 89,89'1 
-hdd by bond- 121,492 121,002 Omit fixed assets i'IS,059 69,052 

3W.240 2S!,U3 Fedml fixed mm _2.!lE --11,W. 
Tow Cumot Am<s _§,Ll!8,)02 .~ 4,646,248 4,905,108 

PROPERTY ANJ) EQt!lPl,<ENT Temporarily restricted (Note 7J 341j76 32l,40S 

""" 242.272 241,2-72 
Buildinp 2,333,396 2,325,9'6 1'$1 Net AssCb. ~ ~ --oq,ilpo,,,,t l,7l8,073 1,453,429 
1.euellold .............. 71~863 115,863 TOTAL LIABILITIES AND NET ASSBTS $ 9,230,639 $ 818741683 

Tola! 4'1-Con S,089,604 4,791,500 --~ ... _ 
!2,43~3W !2,176,325) 

Not"""""' ond l!quipmo,l ~653J69 2.621,17~_ 

OTill!lt.ASS!lTS 
lnvafnlmlt: N1tio:oal Cooperative Bank 3,208 3)08 
s.~ ........ w 5,000 5,000 
Deposits :flex.hwih CIR l,000 
Pu,,!,J,,tdbyb<,od- 184,229 182,092 

--... Ii 
93J!!l 98,836 

TOIAIOO...Am<s 289J63: W,136 

TOTALASSBTS s 9,:2:30,639 $ S,374,683 ~ ~tam's n:pott and amnnpmyillgnot¢1 

Se\t'~S,q)Qfl.lG'id~Mtu. 
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COMMUNITY MEDTCALCENTERS, JNC. 
COMMUNr'JY MEDICAL CENTERS, INC. (A Noo-P.rofu Cmpontioa} 

(A No~ Corpontion) Sta.tenmtts of Actlvitia 
1m- tM Yem &ded JMe 30. 2003 and 2002 Swerr.tn1s ofCiange, ill Nct A&ets 

Pw 1ht Y dl'l Ended JWJe- 3Q. 2.003 -.ad 2002 

2ll!ll ~ 
JUNE 39:, 2003 Cl:uges in Unrcstricted Net Anew 

Gru!R..,_ 
F<dml Gum, HHS fund.,~ eommunitybultheenter, mign1ory 4~ $ 2,203,065 • 2.537,638 - Pri»<ip,I '~"' ...... T<mponrily HRS-HIV 468,197 S44,S29 - - - - -Sp«lll...,,.......,,,..,_,.,,w...,,, ... _ 

.;66,001 547,813 mrr ASSErS. _...,,,__ 
J.$36,15' 1,72..5,041 Jt11tel0, 2002 S 4,731,952 • .... ., • 14,,107 • 69,052 • 321_.408 Non~lpmta mdotbe:r 661,984 4977$7 

Total Grant RcvctlUI SJ4l1406 s,ss2,111 c:hamge. Ul Net Assets ~ -- -- ~ ~~ ... ,.,.,...._ 
Prl,ateptli- 2,161,llll 1,974~6' Total ~ .... ., ~ 304,818 34lJ76 - 4J4,379 731,751 
Child Beallb. Dblbility and Preveooon 599,$41 589,632 
Mcme.t-1~ 6,503,241 6,419,58& DeductiOtlS: 

""""""' l34,S69 137,68:6 Depreciation 
Fumtypbmrlng 957,J.47 797,710 B......, --- -- _!bJ1! 2.9:159 
.Othet 121,936 

Totall'mpm- 10,770,202 10,772,571 Tomi 
1-Cl,,dtyod-- {1,7IOJ32) (1,728,807) """"'"""' --- -- ~ 29,159 ,,...........,_ 9,059,870 9,043,764 

Hilt Asscta ltcleued tom;~ NET ASSl!'lll -·---by- 313511 164,-448 hme 30, 2003 s~ s ...!2,;!21. ·~ $ 275,059 $ --1.ih!?§ 
Tottllte.venne 14,914,787 15,060.,990 

........ JUNE30 2002 
Frognmll,pnm 

Fo""'1 °""'' 0nm1..,.,;,,, 2.,546,5)6 2,474,102 - Pm,cipal Fu:cd - T-·-- 10!101.&74 a,1141401 - - - - -To,,l-E,p,= 13~,190 UJ49,J03 
Admiuisuati,e e:xpmn t.969.024 l.j80,Sl8 NET ASSl!T'S • 

Tobl"'- lSJ:171414 12,929,621 ]IJIIC.30,2001 S 2.11S.Jll $ 89-,S:97 • 26,377 $ $ 292"'66 

Other lncome (Bllpl:me) Cbauge in Net As&etl 1.95",'29 -- -- 7S,08i --1!t_82, -- 51.259 35,802 
Tomi 4,73].952 89,897 u;m 7S1087 _3)J.~ Othet- !1,071 8,220 -- (209,239) {213,428) 

Lou all disposal of fixed ..... (11161) (5J34) 
T""10tbe,1--) (1501070) {174,740) DeductiOllS: 

~ 
Qmae in~ Net.4#cts $ {452,69:D • 1,95§629 

....... --- -- ~ ~ 
Tomi 

~~lll.T~y:R~N~Affi;U """"""" --- -- .....llJ1! ~ °""'- • 333,479 • 192,990 --by- Ql3,Sll) {164,448) 
Nl!T ASSl!'lll -

ci-pmT--N>t,._, $ ,, ... s 28.$42 June JO, 2002 $ 4,73l,952 • ..!!.!!/. ·~ s 691os:i S_R~ 

See aooaUUW'lt's report and aa:ompanying notes See IICCOWltult's RpOrt 111da~notes 

• $ 



s-or..........ie,q,,.,.. 
For the Ytar l3Mfrdlunt30. 2003 

Pn>E5Servu:tt 

"""" ...... - l'oul - a..,;.,.. ll>ll1 11111""""1 -w,... $ 1..553,475 • '6,ffl,71:S • 8,ffl,190 s 1,316.127 $ 9,768,3\7 Emplo,.._ 1921137 853,m 1~119 IU,329 1.234.948 l'oul_ .... _ 
l,746,21l 1,152,091 9,498,.ll)9 1.S0.,956 U,003,l<S 

I'll)'>-""" ...... 147,985 !96,675 l!Hi,675 !A.,,.,..._..,._ 34,049 Sl,494 116,543 !16,$43 
°'!'&- 9,780 164,789 ti4.569 174,569 
T~ 12,720 1S9,641 172,361 6,093 i71,4S4 ..,...,_i.., 140,S72 29,320 169,892 le,804 208,696 
Dait....-... Sl,748 82.748 
Priming IJ,Jl7$ 113,.992 127,867 44,196 l72,063 --- 23,729 l,856 25,535 • 25,589 - 1,.143 128,352 129,895 9,na 139,673 
om .. ,uppli,o 40,774 66,188 101,562 56,534 164,096 
~...,,.u., 2,843 52S,23l 52.8,015 236 $28,3U· 
Mi;i:ooeoenrc 110 26,196 26.906 ... 27,$46 
O~tll- 105.2;92 181,1-06 886,ffl 186,998 -"'- 104,419 (23,726) 130,693 46,433 227,126 -~ 709 2,045 2,754 32,277 35,031 T- 63,JlJ2 42,604 106,416 2'.SOI 131,917 --- 953 14,6')3 15,646 13,337 29,003 
Truocolttcndtmmt Ol»fS 25,l78 113,046 138,224 24,078 162,302 
Patient cxpensea 9,501 9.SOl 9,501 
PTO&tM1 activitiea :,,,m 25,232 2'.232 
~cllwious 221 786 1,007 1,601 2,608 
lnCeci:iow material ddpou1 19,831 l9,83l 19,831 - 1,320 53,191 .. $4,5ll 32,261 86,m 
:t;i«mca IDd taxe, IS 8,344 8,362 35 8,397 
Promotion 7,191 240 7,431 7,431 
Bond._ 3,295 3,295 714 4,069 
l)qmciation/amortization 27.173 191,280 218,453 48,718 267.171 
llad debt t:xpemo 295,791 295,191 --- 29$191 

s ~ 2,546,516 $ 19a101,874 s 131248,190 $ 1:969,<».4 $~14 

See accountanft ,eport and tccomplll)'ing uotes 
6 

Statement of P\me.~l ~ 
Forchci You &dcd Jw,c 30. lOOZ 

Proa!!!!! Scmcet 

"""" - Administration Tobi - - I2lll !ml!J:mml -W.ig~ $ 1.497,723, • S,-477,870 $ 6,97S,593 $ 1,091,894 $ S.067,487 
Qq)Jl)yee bencfib 1S~466 610i,!92 761J58 _lli.fil 893J73 

_Total salaries and benefits l,648,189 6,058,?Q 7,736,951 t,224,1-09 S.96(,~ 
Ph)°Siciallldemal/bc$pitaJ C()lts 53,003 Ut,901 204,964 204.964 
~costsl--ny~ 36,490 tlS.2(12 tsl,692 151,692 
O~gexpemo t0,007 142,99) 1$3,QOO U:3,000 
Telephone 32~67 154,656 187,223 9,804 197,027 
l'rof-..Jr- 44,382 7,682 52,064 24,909 16,973 
naia pmeemng 6,000 !J7" 7;276 Sli,483 63,759 
Printu,g 12,641 77,338 89,.985 52,381 142,)12 
~lth~matoml 11,m 435 18,408 18,<fOa ,_, 2,694 106,.519 109,213 7,098 U0,311 
~wpptic, 31,33$ 60,642 91,977 39,842 1~1.319 
M¥I<aJl--llos 13,632 387,738 401,370 401,370 -· 2,435 18,090 20,525 31~02 51,!27 ~-- 109,.852 136,521 846,373 846J73 
l!xp""'1>1o,quipmoot 333,.398 ss.n1 389,u, l,410 390,52$ -~ Z39 1,506 l,84S 3().924 32.169 
Trivet 54,329 49,986 104,ltS 11,349 m,664 
Commit= meetings 70 t,5ll 1.583 9,141 )0,124 
na-t~~eos~ 40,362 67,428 107.790 10.58' 118,m -- S,4-09 1,470 6,819 6,879 
P-aetivi°'* 9,'33 183 9,316 !>,816 
M- 9,045 20 9,065 1,293 I0,358 -·=-diapolal 

15,781 15,781 l.S.781 - 8$.676 88,676 7,932 96,608 
LiceNM and wtcs 18 4,7" 4,766 2,646 7,412 
B'!"""'P""' 3,316 ),316 151 4,073 --- 833 191),923 l91,756 52,541 244,303 
Bad debt_.., 343,179 343,179 343 379 

$ $2.4741702 $ S 8.374,401 J $ UJ:191103 $ SIAAMll $ ~<121 

~ •cc0Uillt1mt'ls report wi accor:npt.a)'ing POtcf; 

' 



COMMUNITY MEDICAL CBN!ERS, INC. 
(AN_t_o,,) 
State:i:ne,;m.ofCuhFlows 

POI' !he Yt.imi Ended June JO, 200) md 2002 

Cub Flows from Opemiu; Activitiet. 

Change in Del --
Adjtlsttnecb to ~ changti in net IISfflS 

to net cub pl'OVided by OJ)lntmg acmvitie,: 
~tloo mt wtiutioa. 

-~"' lD.:Rase .iQ llJowucc for bad debts 
(hmttw,).i.a-.. 

MOOWltl receivable 
Funds held by tmtce 
Prep.tide~ 
Self inaunmcc. fbnds 
n.p.,.;u -(-= __ ., ----Duo to Medi~ 
Duo-to HHS 
~ CIS!l provided In opcn.ticc adiritia 

Cuh flow$ from illTescmg.activitics! -of--&-·Net ca.th (mt4) in iuvomag actmtics Cm---..-' --,-.. ....... 
Net""1(m,d)infimnclog-

Nd inaeuc in cwi, atld cab eqmn.lmta

Club ... __ 1>,gin,m,gof:,-

CUb mdcash~ odoiyear 

$ee- UCOtltlltllt'B reJX)t't ucJ ~ 1lOfes 
a 

lQil 

• (432,729) 

211.075 
1,168 

110,799 

3}!,308 
(2,621) 

(61,637) 

(3,000) 

119.n6 
(16,682) 
148,328 
408,476 

---
811,20,5 

~ 
~ 

(<55,000) 

---
(6l,OOO) 

100,710 

3.836.991 

s. 4:537,707 

= 
$ 1,985,171 

231,102 
5,333 

85,059 

(454,745) 
(5,!19) 
(9,622) 
(5,000) 

(J4,EOl) 
l0.119 

12),620 

~ 
~ 

...ill.ill) 

...ill.ill) 

(60,000) 

~ 
~ 

1,795,525 

~ ·~ 

COMMUNITY MEDICAL CEN!'ERS, INC. 
(A Non-Prolil Cmporation) 

s..-of Cash Flows (eont) 
For the Yws Ended June 30, 2003 and 2002 

SUpplcmental Disclosures of Cash and Cash Flows lufmnumon 

Disclosure of ac,:<mnting policy: 
For the PU!J>OS" of !be statemont of cash flows, 1be company coosidor,; cash in ch""1cm& savings 
and - of deposit and petty cash funds 1o be cash and cash tqUivalonts 

Cash paid during the period for 
Interest 

Year ended Juoe 30, 2003 
Year ended Juoe 30, 2002 

$210,312 
$214,390 

See llCOOUl1!ant's report and llCCClllJ!"'!l)'ingnole$ 
9 



COMMUNITY MEDICAL CENIERS,INC. 
(A N<,,,..Pmfit Corporation) 

N°"" 10 the Financial S!ati:monts 
June 30. 2003 

Note 1 Thp Qmpiation 

NatuteofA-

Commnnity Medi<al Ccntett, lne. wu formed on January I, 1978. The Orgmization's acti\iines 
are gcnemlly confined tu primary and preventive health care dolive,y. 

The Co>pota6on was established to provide migrant wodrers and otb= with professional 
medical services including diagnosis of injury or sickness and educational programs. 

The Cmters cc limdcd by grants from the Department of Health and Human Services, State of 
California, pati<ot and insm!mce foes. and other o,ganizati.ons. 

Note 2 Summary gf'Sjgnffigmt Accounting Policies 

Basis of Accounting 

The !inancial statements of Community Medical Centers, Inc. (CMC) have been prepared on the 
aocroal basis of .-unting and accordingly reflect all signili- recoivahlca, payables, and other 
liabilities. 

Basis ofl'tesenlation 

Fmancial Bta-.Ol presentation follows the n,comnu:,mtions of the Fmmcial Standard& Board 
in l!> Statanent of Financial Acoounting Staodards (SFAS) No. !l7, Financial Statements of 
Not-fer-Profit Organizations. Und" SFAS No. 117, the Organization is mp,m,<l lo report 
infonnalion regmding its lirum,:ial position and activities according lo three cl..,.. of net assets: 
unmlricted net .....ts, tomporarilyrostricred net assets, and peml<ltllllltfy rostricted net assets. 

Us,ofEstimlltl!s 

The prq,aretioo of linancial - in oonfonnity with gcneralJy aceepl<d accounting 
principles requim numagcment to make estiJnateo and assumptions that affect the reported 
amounts of assets and liabilities and diselo.sme of ccntingem ....is and liabilities al the da1e of 
the financial Btate,nent,o and the repmlcd mnounts of m,mues and expenses during the reporting 

period. Actual reiults could dilfer - - estimates. 

Aceomrt.sRecelvable 

The change in not assets is charged with an allowance for estimated lincollect,'ble iocounts based 
on pill$1 experience and amount of time not collected AccOWlts deemed uncollectiblc are charged 
lo the allowance in the r-tbey are deemed uncellect,'ble. 
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CQMM\JNIT'lMEDICALCENTERS,INC. 
(A Non-Profit Corporation) 

NOTES TO FINANCIAL ST ATBMENTS 
]urn, 30, 2003 

Cash and Cash Equivalents 

C..b and cash <'!uiValents consist of cash on hand, petty cash limds and cash bold In obccking, 
savings and certiJ!ca1es of dopomt At yoar-md and tbn,ugoout the period covered by tho 
tiuancial slatemel'lts, the otganiziruon'a cash balances were deposited in several·
Manag,,mmt believes the Orpuizatioo is not exposed to ,ny signili- credit risk on cash and 
cash <'!WVal<:llts, 

Expense Allbeation 

The cogts of providing various programs and other activities have been summarized on a natural 
cla.ffl.fication in the statement of activity. Certain costs have been allocat~ among the programs 
and supporting services benefited. 

Income Tax St.atus 

Th• Organization is exempt from fedeml income tax under Section 50l(c)(3) of the Int,,maJ 
Rev~ Code, and Section 2370Jd of the California ~nuc and Taxation Code. ·Community 
Medical Centers, Inc. is olassified by the lnt<mal Reverme Service as otber-thm'Pfivatc 
foundation. 

Property and Equipment 

Acquisitions of property and <'!uipment with uscfill livos gneat,:r than one r-.,. TCOOro<d al 
cost. Property and <'!uipmeut purebased with specific grant limds m o,cpew;ed to the pnt. 
Depreciation is computed using the straight-line method over the estimated useful lives of the 
assets. Acquisitions of property and equipment in ex.,... ofSSOO ce""!'i1aliz.d, 

The costs and a«Umulated depttcialion of equipment charged directly against ledml grant 
inoome is :reflected on the state:rncnt of financial position with a corresponding amount as Federal 
Fixed Assets appearing in the net as.set section. Some of the costs and accumulated depreciation 
of <'luipment charged directly ta grant lnoome is mlcoted on the statmneut of fioancial position 
with a corresponding amount as Grant Fixed Assef.s in the net .met section. 

Equipment showu on the statements of financial position includes: 

Cost 
AccumlU.atcd Depreciatiori 
lll,preolatioo Expense 

Ione 30, 2003 
Federal Funds Y!lll)!Pupds 

470,462 330,ll26 
468;254 54,961 

12,170 43,932 

u 

lnne30,2002 
Federal Fund• 0rnn, funds 

470,462 75,084 
456,254 6,035 
12,170 6,035 



COMMUNITY MEDICAL CllNTERS, INC. 
(A Non-Profit Co!poration) 

Notes to the Financial Statem""' (Continued) 
June :30, 2003 

Restricted and Unrestricted ltennue nd Support 

Suppon !hat i• remcted by the donor is reported .. an increase in - not asset, if the 
restriction expires in the reporting period in wmcb the support is rcoognized. All other donor
re&tricied support is reported .. "" in"""' in temporarily .,,. p,m,ariently - ... -
depending on the nature of'the remction. Wh<n a restriction expires (that is, when a stipul>led 
time res1riction ends orJ>lUPO&e ""'1iclion is accomplish'1!), ltmporarily -cted not asset, are 
reclassified to umcstrictcd net assets and .reported in the statement of activities aa net assets 
released lfum re&trictions. 

Interest Expense 

lntorest 6lCJ"'lSe ~ llom Califomia Heallh Facilities Financing Authority 1994 Series B 
bonds. n is the company policy to charge all intere.« expense against program revenue and none 
oflheinterest expense is charged apinstgraot """"'1!e. 

Note 3 UnitM States Departmept ofli&lth and HUll1.@P Sqviees ~ Health Seryic;es for 
Amcµ1tum1 ErniJies Grant: 

During 1978, United State, Department ofHeallb. Educatioe and Welf...,, now known as the 
Department of Health and Humm Servicea, enltlrCd into a contract with the Community Medical 
Cenlm, Inc. to provide medical servicea aru! health education prognms to mignmt wodcm and 
othen. 

Annual awmda have been made to the project for the fiscal years ending June 30, 1979, througJ, 
NOYelllb« 30, 2003. Community Medical Ceoter,;, In;:. was awarded contract 6HBOCS00138-
02-ol in the""'°""' of $2.234,049. 'l'ms contnct covm the twelve months period December I, 
2002 lhrough November 30, 2003. 

As of June 30, 2003, the graot easts !lince in,:eption has beeo subject to audit by the Umled States 
Dcpanmcnl of Health and Humm Services. At presen~ no audit is b<ing or has been pcrfonned. 

Other funding from HHS indnded the following ~ for the p<riods ending June 30, 
2003 and 2002. 

mv 
Immunization grant 

12 

~ 
$468,197 

~ 

~ 
$528,082 

16,447 
$~ 

Not.4 

COMMUNITY MEDICAL CENTERS, INC. 
(A Non-Profit Corpo,atioo) 

Notes to the Financial Statemcms (C-Onlillued) 
1une 30, 2003 

State mid County Funds 
Sta!e and County l!!"lt nmds showo on the .-en;, of aclivitio, oonsist of the following al 
June 30, 2003 and 2002: 

State of Califomia grants 
County grants 

Total 

..w:L 
$ 935,926 
~ 
$~ 

Note 5 California Health Facilities Financing Authority 1924 Serig; B: 

Community Medical Ceot<n, Inc. issued lax exempt lnsurtd Health Facility Reveoue lkmd.s 
through the California Healtb Facilities Finaocing Authority to finance the purobase and 
remo<ieling of their medical clinic in Stockton. Califurnia. The bonds were sotd on Dccem.ber 
15, 1994 and the face value of the bonds was $3,050,000. The bonds are payable overapcriodof 
28 years. The bonds have interest rates ranging from S.0% to 7.S%. and the average interest :rate 
is 7 39091!%. The boods .,. """""41 by the Stoeldon faoility, all impwvm,ents and equipmeat 

pu,cliased with !he boo<! funds aed all =-receivable. - - was $209,239 aed 
S213,428 fortheyears ended1une 30, 2003 aed2002mpectively. 

Principal payroc,l!S are due each April l, commcmcing in 1998. Aonnal principal maturation of 
the bonds for each of the next five years and thereafter is as follows: 

FiscalYear 
200ll04 
2004/05 
2005/06 
2006/07 
2001/08 
Therea&r 
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$ 70,000 
75,000 
80.000 
35,000 
90,000 
~ ·~ 



Note 6 Tease QbJiptjop: 

COMMUNITY MEDICAL CENTERS, INC. 
(A Non-Profit Co,poratioo) 

Notes to the Y.-al s-ts (Continued) 
June 30. 2003: 

Community M...w C<nta,, Inc. leases office spaces in Stockton, Lodi, Dixon, Tn!cy, Sm, 
Andreas ilDil Vacaville; Calitomla. Toe Stoekton leiics expile it! August. 2003 and May200il. 
The Lodi I• e,:pires. in 1 ... 2004, th<, Dixon lease expires in Maroh 2007, the Tn!cy lease 
e,q,im, in October 2003, the San Andreas lease expi= in May 2006 and the Vacaville lease 
"'!'""" in Fet,maiy 2004. Rental expe,,se totaled $319,509 and $269,779 in weal 2002/03 and 
2001/02. Minimum lease expense at June 30, 2003 is $402,215 aed is detailed below. 

:isl!!L ~ San Andreas .I!l!la'.. ~ Lodi ~ 

2003-04 $ 17,731 $31,770 . $12,164 $43,546 S 96,999 $19,360 
2004-0S 31,770 43,546 
2005-06 29,123 43,546 
2006-07 32,660 
2007-08 
Total s.J:ZJ.'ll $£:IJilil $.J2.W S,W.2il $2A.m SJ.2.l®. 

NOW7 Icnmorarib'.Rcstrirttd:ti$1~Ha! 

CMC bas w=peodcd funds totaling $341,160 and $321,408 at June 30, 2003 and 2002 
~Y to be used for remicted l""J'O"M- These are sbowu on the stat=- of financial 
posilion .. temJl<)!WYremcted net - and.,. detailed below. 

Dental clinic 
llealthfainl 
Pmutalcare 
Assessment for CMS!' pati
Dixon expansion 
Deota1 """ for qualified famillea with 

no """"""' 
DeotalllCM<CS 
Safo and stablo fanu'lyprogram 
Fmnily"""'""" ,upport and child abuse 

prevention intervention and ~tprogwn 
Medico! and office equipment . .. , .. 

H 

~ 
S 95,216 

3,137 
20,444 
54,225 

118,769 

716 
5,213 
7,387 

1,579 
~ 

Saw.7li 

,Jll!Z 
$ 95,216 

5,000 
22,791 
63,766 

124,618 

1,511 
8,500 

S.uuJm 

COMMUNITY MEDICAL CENTI!RS,INC. 
(A Non-Profit Co,poration) 

Notes to me Fm>nclal Sratements (Continued) 
June 30, 2003 

Note 8 Reconciliation ofFooeral Status Report fur Period <mding November 30, 2001 and 2002 

The following is a reconcilialion of the Federal Statu, Report for the period ending Novembe< 30, 
2001 with the audited expenses for the period ended 1une 30, 2002. 

Total audited expense for period ended June 30,2002 
Interest expense period ended June 30, 2002 
Loss disposal fixed assets period ended 1-30, 2002 
Bad debts period ended June 30, 2002 

Audit adjustments period ended June 30, 2002 

Add: expenses 1211/00-6130/01 
Less: expenses 12/1/01 to6130/02 
Total expenses !2/l/OO-l ll30I01 

Experu,e on Federal Status Report 
12/1199-11130/0l 

$12.929,621 
213,423 

S,334 
~ 

12,805,004 
~ 

12,775,652 
6,299,988 

17 801734) 
SJ] ID906 

$)1273 9Q6 

The foDowing is a reconcilialion of the Federal Stam, Report for the period ending November 30, 
2002 with the audited ex.pens:¢$ for tbe period ended June: 30. 2003. 

Total audiled - for period ended lune 30, 2003 
-expense period anded June 30, 2003 
Loss disposal fixed assets period ended June 30, 2003 
Bad debts period ended Juoo 30, 2003 

Audit adjustment.< period ended June 30, 2003 

Add: expenses !2/l/01·6130/02 
u:ss: expenses 12/l/02 to 6130/03 
Total exp<mes 12/1/01-11/30/02 

Expense on Federal Sblus lleport 
12/1/01-11/30/02 

15 

$1S.;ll7,414 
209,239 

1,161 
Jm..221.) 

IS,132,017 
lisTl 

15,138,694 
7,801,734 

<9012 sm 
$139278p 

$13927,W 



COMMUNITY MEDICAL CENTERS, !NC. 
(A Non-Profit Corporation) 

Notes to the Financial Stat...- (Continued) 
June 30, 2003 

Note 9 Q:rtain Rish and Concentratjons 

At Juneja, 2003, i4.5% anil 60.0% of lh<, gross aocounts ,cccivable ri,pieront State and County 
grants and private patients =pectively. 

In 2002/03 Community Medical Centers recclvcd 43.6% of ill unrestricted support irom 
Modica! anil Medicam and 37.2% of its um:stricted support m>111 r.deral, ..... county and other 
grants Md-

The Orgaoiza!ion maintains its cash balancos at several financial institutions. Toe Federal 
Deposit Jnsunnce Corporalion insm<s accounts up to $100,000 at each institution. At June 30, 
2003, tho Organization's uninsured cash balances total $4,153,357. 
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COMMUNITY MEDICAL CENTERS, INC. 
(A Noo-Profit Cmpo,ation) 

Schedule ofllxpendit= ofFedetal Aww. 
For the YcarmdedJune30, Z003 

Fedenll Grantor/ 
Pm-lhrough Gtm:orl 
PmiNllltk 

U.S. Dqwtrnont of.Health 
apd J:mmm Seryia;t 

D.ircctPropam """""""'m., .. c.-
HeaJlh Centm: Grants fw Migmtoty 

-'"""""' 
lt¢!Dela& Popnlation 

Outpatient Early lntervmtioll: Services. 
With Respect to HrV Discuc 

Total U.S. DepD1me:ntofliealtb and 
Hum,o-

u.s Pm;:tmmt9'Mriedml 

Pusod through State of 

"'""""'-"' --Wamca,. hdimls,. and 
Cldldn,, S.,,,,"""""1 
Nutrifioo~ 

Total F.xpenditun!:s ofFtdenl AW'lltb 

F.-1 
CfDA -
93.224 

93.246 

93.ISl 

93.918 

JO.SS7 

·~ °"""" -

99,85705 

The ~ying nob arc an infegnl} J*l of this .-.bedu1e 

17 

F.-t 
Bm::rvUtwn 

$1,.289,140 

666,783 

246,542 

~ 

..ru.m 

--
~ 



COMMUNTIYMIIDICALCENTERS,INC. 
(A Non-Profit Co!poration) 

Notes to 1ho Scl!odulo ofl!xpfflmtu,es of Federal Awaros 
For the Year ended June l0,2003 

Note 1 Basis of Presentation 

The acoompanyillg schedule of expendilllre< of fedora! awards includes _thefedClll! grant aclivity of 
dimniuiiiiy Meaica! Clmteii; m: al!il is ~ on the atcriilll 1ia'$i$ of aa:olltlting. · Tho 
infotmation in Ibis scbodulo ispresenled in ac<Ol'dllllC< with the requirements of OMB Ciroular A-
113, Arulilt of Stats,, Local Gullwnm...,, and Non-Prefit Organlzalions, Therefore, some 
amollllts presented in ~ schedule may differ from amounts presented in. or usod in the 
preparation of, the basie financial otaleroonls. 
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AUDl'Tl,D FINANCIAL STATEMENTS OF 
SOUTHERN CALIFORNIA ALCOHOL & DRUG PROGRAMS 

SOUTHERN CALIFORNIA ALCOHOL ANO DRUG PROGRAMS, INC. 
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CERTIFIED PUBLIC ACCOUNTANTS,.INC. 

INDEPENDENT AUDITORS' REPORT 

Southern California Alcohol and 
Drug Programs, Inc. 
Downey, Calffomla 

We have audiled the accompanying slatemems of financial position of Southern 
California- Alcohol 3nd Drug Ptograms, Inc. {a California nonprofit .corporation); .as ·of 
June 30,. 2004 and 2003. and the related statements of activities and changes jn net 
assets, functional expenses. and cash flows for the years_then ended._These fmancial_· 
statements are the responsibility of the management of Soi.Jthem Carlfotnia AlcohoJ and · 
Drug Programs, Inc. Our responsibility is to express an opinion on these- .f~ancial · 
statements based on our audits. · 

we conducted ou~ audits in accordance with auditinQ standards .generally accepted fn 
the Un~ed States of America and the standards appllcabte to financial audits contained 
in Government Auditing Standards-. issi.Jed by the Cornptrc:ilter General of' the United 
Sta~ . Those standards require that we plan and perfonm lhe audils to obtain 
reasonable assurance abovt whether the financial statements are· fr0:e of matenaJ 
misstateme.nt. An audit includes examining. on a test basis, evidence supporting the 

· amounts and disclosures in the: financial statements. An aUdit also includes assessing 
the- accounting principle·s used and significant estimates made by management. as well 
as evaluating the overatf financiaJ statement presentation. We believe that our audits 
provide a reasonable bas~ for our opin~n. 

In our opinion, the financial st.atements"referred to above present fairiy, 1n an material 
respects, the financial pos~ion of Southern California Alcohol and Drug Programs, Inc. 
as of June 30. 2004 and 2003"and the changeS in its net assets and its cash flows for 
the years then ended in confon:nity with accounting principles generally accepted '"I lhe 
United Stat,s of America. · . ._ 

fn accordance with U. S. Govemroent Audltil)g Standards, we have ~lso Issued Our 
,eport dated September 24, 2004 on our consideration of Internal control of Southem 
California Alcohol and Drug Programs, Inc. over financial reporting. That. report Is an 
integral part of an audit performed in accordance with Government Auditing Standards 
arid should be read In conjur'lction with this report In COO$idering 1he results of Our audit 
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Independent Auditors' Report 
Southern Caflforni.a Alcohol and D!Ug P·rograIDS. fnc. 

We additionally issued our report dated September, 24, 2004 on compliance of 
Soulhem California Alcohol and Drug Programs, Inc. with requirements applicable lo 
each· major program and mternal control qver compliance in accordance with OMB 
Circular A~13:3. " . . 

bur audits were performed for !He purpose o(forming .;; opinion .,',, the ba'sic financial. 
slatements of SOUlhem Califl>mia Aloohol and Drug Programs, Inc. taken as a whole. 
The accompanyin1i schedul.e of .expenditures of federal awards . is presenled for 
purposes of additional analysis as required by U.S. Office of Management and Budget 
Circular A-133, Audits of States, Local Govemments. and Nonpmlit Organl~atlons, and 
is not a required part of !he basic fmancial stateinenls. Such information has been 
subjected lo the auditing procedures applied · In the audit of. 111e· basic financial 
statements for !he year ended June 31), 2004 and, In our opinion, ts fairly stated, In all · 
material respects. in relation to the ba~ ~nanciaJ statemeri1s ~en as a whole. 

Walter C. OUo and AsSOciaies 
Qert.if!ed Public Accountant$, tnc. 

~~···.·a 
.7wi,oe ~~~ 
September 24, 2004 
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SOUTHERN CALIFORNIA ALCOHOL AND DRUG PROGRAMS, INC. 

COMPARATIVE STATEMENTS OF FINANCIAL POSITION 
FOR THE YEARS ENDED JUNE 30. 2004 AND 2003 

ASSETS 
Cash and Cash Equivalents 
.Contracts Receivable 

< AcCounts Receivable 
Property and Equipment,- Net of Depreciation 
UnamortizEi-d aond Costs 
Other Assets 

JOT AL ASSETS 

LIABILITIES AND NET ASSETS 
Accounts Payable and Accrued E,:penses 
Accrued Compensation and vacation Pay 
Accrued Payrolf Taxes · 
Notes Payable · 

·TOTAL LIABILITIES 

NET ASSETS 
Unrestricted 

TOTAL LIABILITIES AND NET ASSETS 

2004 

$ 2,258,085 $ . 
1,245,097 , 

214,622· . 
9,067,453 

583,171 
0

349,198 
· $ 13,717,626 $ 

$ 120,878 $ · 
'378,024. 

99.747. 
8,501,787 ,, 
9,100,436 

4.617,190 

$ _1;1,717 .626 $ 

See accompanying notes 
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2.308,277 
• 1,388,334 

223,572 . 
8,099,293. 

608,840 
;335.104 

12,963,421 

229,254 
439,679 

84;237 
7,885,235 
8,638,405 

4,325,016 

12,963;421 
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STATEMENT OF FUNCTIONAL EXPENStS 
FOR THE. YEAR S:NDED JUNE 30, 2004 

WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2003. 
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RESIDENTIAL COMMUNITY ADMINISTRATIVE TOTAL FUNCTIONAL EXPENSES 
SERVICES .SERVICES . SERVICES ' 2004 2003 

Salaries, Wages, and Benefits $ 4.355,274 $ 2,339.838 $ 825;775 $ 7.520.887 $ 7.586.721 
Payron Taxes 353.365 183 523 62,456 599,344 514.103 

Total Salaries and R~laled Expenses 4,708,639 2,523.361 888,231 8, 120,231 8, 100,824 
Auto arid Equloment Leases 101,076 44,037 26,234 171,347 235,672 Bond Amortization, 20,669 ,51000, ·, . 25.669 26,214 
Conferences, Workshops, Sil(:! Meetings 20,503 12,142 . 19.333 . 51,978 47.954 Depteciation 136,586 52,590 83.995 273, 171 314,864 FUms and literature 11,031 6,758 s.a22 · 23.411 26.571 
Food Purchases 496,649 26.435 1,659 524.743 493.590 Furniture and Eq~ipment. LOW Vafue 48,854 5,706 2,314 56.875 86,938 Govemment Fees 31,997 31,997 .. 47,702 Housekeepinq 160,446 11,608 3,735 175,789 . 181.414 Insurance 95,768 48,040 9,950 153,758 139c!l69 Jnterest E)(J)ense 346,930 94,571 4,113 445,613 355,243 Office Supplies 61.863 45,063 32;232 139.178. 157,277 Other. 78,821 115.697. 107,377 301,8115 250.918 PostaA& and Printing 9,546 6,508 7,539 23.591 30,516 Professional Fees 214.925 216.178 59.648 490.750 343,232 Rent ··- 476,665 350,171 29,826 . 856,662 761,620 Repairs and Maintenance 244,935 104,100 70,094 419, 130 693,355 Tra"<>I Costs 68,283 23,655 24,947 . 116,885 110,884 
Utilities and Telephone 273,667 135.094 39,983 . 448,744 446.164 

T o1'11 Funciional Expenses .$ 7,575,875 3,853,712 1,421,832 $ 12,851,419 $ 12,aso,.921 

Sff accompanying Jl?les. 
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SOUTHERN CALIFORNIA ALCOHOL AND DRUG PROGRAMS. INC. 

COMPARATIVE STA T.EMENTS OF CASH FLOWS 
FOR THE YEARS ENDED JUNE 30, 2004 AND 2003 · 

,sh Flows from Opera1ing Activities 
Increase !fr NetAssets $ 
Adjustments lo Reconeile Increase in Nel i'lssets 

lo Net Cash Provided by Operatin!(AciMtles 
OePreetanon . · · · ·- · · 
UnamortiZed Bond Cost 
{lncreBse) Decrease m: 

Contr.acts ReceiVSble, 
Acc;ounts ReceivabJe 
.Qther......,ts 

Increase (D~rease) fn: · 
Account~ Payable 
Accrued Compen$ati6n and Vacation Pa)' · 
Accrued Payroll Taxes 

Net Cash Provided by Operating Acilvilles 

;h Flows Provi<led by (Used In) Investing Aclivlfies 
Buikfings, Property. and Equipment . 

>h Flows From Financirig Activities 
Notes Payable - Paid 
Notes Payable - Increase 

Nei Increase (Decrease) in, Cash $ . 
Ca~h and Cash Equivalents; bell1'>nlng of year 

Cash and C;sh Equivalents, en~ of year $ 

' plemental Disciosure 
:ash paid dunng the year fur interest $ 

;ash expensed during the year for capital ~as.es $ 

See accompanying notes 
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2004 

292,174 

273,171 
25.669 

143.237 
8,951 

(14,094) 

(108,376) 
(61,655) 

. 15,510 

574,587 

(1,241,333) 

(575,668) 
1,192,222 

(50,192) 

2,308,277 

2,258,085 

445 613 

171 347 

$ 

$ 

$ 

$ 

$ 

~3 

346,555 

314,664 
25,665 

. .{163.220) .. 
(78,608) 

6,912 

119,286 
34,920 

(27,447) 

578,927 

18.636 

(391,748) 

205,815 

2.102,462 

2.308,277 

355.243 

235672 

SOUTHERN CALIFORNIA ALCOHOL ANO DRUG PROGRAMS, INC. 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2004 ANO 2003 

ORGANlZA TION AND GENERAL 

Southern Cajifornia Alcohol and Drug Programs, Irie. (lhe 0tgantzaf10o) is a nonprofit 
organization incoiporated under the laws of lhe State of Calllomia on July 27, 1972. 

Purpose 
The Organization operates various. programs vdlir;h provide information •. residency, 
counseUng, instruction and rete-rral services to 1he general public in Los Angeles and 
Orange counties with regard lo alcoholism, drug and HIV related problems. 

. . 
Southern Cal~ornia Alcohol and Drug Programs provides serviceS to lodlvidt.ials and . 
·ramllies with atcohQI and drug dependency problems •. 'homeJass.irtqMduals,· -battered 
women, the deaf and hard of hearing, pregnant and parentlr,g women. Latino fammes •. · 
persons with HIV and Aids, high risk .boys and girts, and AmerleanJnd:ian women and their 
children. The se,vices provided are residenti~i treatment programs. domegtle violence 
shelters, counseling. information and referrals; educational treatment, drinking and driving 
diversion programs. community outreach, managed care. HIV testing- and mental health 
services. These programs are provided by a staff of over 300 trained employees at 25 
locations in Los Angeles and Orange County. 

Contracts . , 
Soothem California Alcohof and Drug Programs, Jnc. operates certain programs under 
contract with Los Angeles and Orange counties which provide reimbursement up to a fixed 
maximum for the cost of conlract services performed, It has been the: Organization's 
experience that these contracts have been renewed and Jt rs expected that they wiU 
continue to .be renewed in the future. Southern California Alcohol and Drug Programs, Inc. 
is also awarded specific purpose gran,s. Revenue is earned and classified as unrestricted 
Wh80 the re fated reimbursable costs are incu~. These programs are subject to review, 
and aucm by government agencies. Such aucfrts may read to requests for repayment for 
ex;pend'itures disallowed or payment· in excess of aQowabfe expenditures under the 
contracts. Management believes that the Organization has property complied with1 the 
l~s of an goy-ernment contracts, 

Donated Use of Space 
The portion of lhe lease donated by Melropofitan Stale Hospital is estimated to be 
$279,000 annually. Tm, lease is monlh to monlh at $8,146 per monlh. 

Contributiqns 
The Organization recognizes eontributfof\s. when received. There are no unconditional 
:>romises to give o, restricted donations. 

\lo significant expenses for fundraislfl9 activtties are incw're<I by the Organization nor does 
he OrganizatiOn avail itself of the services of a professional fundraiser. Consequentfy. no 
?Xpenditures for fundraising are reffected in the statement of functional expenses. 
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SOUTHERN CALIFORNIA AlCOHOL AND DRUG PROGRAMS, INC. 

NOTES TO FINANCIAL STATEMENTS 
FOR THE.YEARS ENDED JUNE 30, 2004 AND 2003 

ORGANIZATION ANO GENERA!., contln111td 

Vqlunteers . .· . 
A. riumber of volun1eers have rnade contributions' of time to support' the (Unctions Of the· 
OrganiU!lion. The value of this contributed time .does not meet lhe criteria for recognition 
of contributed seNices and. accQfdingly, Is nolJellected in the accompanying financial 
statements. · 

Retirement Plan · . .. ~ - . . . . 
The Orgahization has.adopted a 403(b) Retirement·Plan also known as a Tax Shelter 
Annuity. Employees may contribute Op to $13,000 for the. year 2004 and 12,000 for the . 
year 2003. Vesting is 100 percent. To be eligible, an employee must.have 2 years of 
seryice with tht) Organization and have attain.ed the age oL18. ·Jhe plan is elactiv.e on 
the. part of the emptoyee.· There is·a dlscretionary.cofltribution_equal to a uniform 
percentage of the amount of ,;alary. reduction elected by the · employee which is 
determined by the Organ!zat!on each year •. The current matching contribution by the 
Organlza1ion is three percent of the eniptoyee's salary. Employees that work less than 
20 hours per week are not ellgible .. The complete plan descrlpt.ioq is available to 
empfoYees upon request. The fundinQ vehicle used-to hold contr:lbutlons·rriade to-the 
plan is an annuity contract. issued by an iiisurance company and. a custodial account 
The employer contributions for 1he year 2003 wa• $60,935; and $61, 183 for 2004. 

fncome Taxes 
Soolhem Callromia Alcohol and Drug Pro~rams. Inc. is exempffrom federal Income taxes 
under section 501 (cX3), and from California franchise taxes under code section 23701 (b~ 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Southern California Alcohol and Drug Programs. Inc. fofJow'! the Standards of Accounting 
and Financial Reporting for Voluntary Health· and Welfare Organizations, whl<:h are In 
corlfomiiiy with recommendations of !he Ameli- lostlute of Certified Public 
Accoonlanls. Accordingly, the financial statements are slated on the ae<rual basis in 
conformity with accoonllnii p~nciptes generally accepted In !/le Untted States of America. . . 

Property and Equipment 
Property and equipment are stated at cost. Oepreciation Is computed on the straight-line 
method owr the following estimated useful lives: ·· · 

Buildings 
Furniura and equipment 
leasehold Improvements 

.a. 

30 years 
3 lo 10 years 
Shorter of useful lite or tenn of leese 

SOUTHERN CALIFORNIA AlCOHOl AND DRUG PROGRAMS, II-IC. 

NOTES .TO FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2004 AND 2003 

;UMMARY OF SIGNIFICANT ACCOUNTING POUCI.ES, conUnuect 

Jse of Estim8tes . · _ . 
rhe preparation of financi81 statements in conformity with aCCOUnting principles genera1ty 
1ccepted in the United States of America requif14!S management to make estimates ilnd 
issumplions that affect the reported amounls of assets and liabllilies and disclosures of · 
:onlingent assels and fiabWrties at the date of the financial statements and the reported 
3mounts of revenues and expenses during the reporting period. Actual restJlts could dtffer 
rOm these estimates; · 

:;Ost Allocations . _ _-
ndirect cosls ·are· aUocated _to the cOSt objectives ·on the basis :of program wages -and 
:;alaries or on the basis of square footage, whichever is applicabte-.to ~e cost 

~ASH AND CASH EQUIVALENTS 

2004. .:zoog 
Jnrestricted: 

Cash Available for Opei-ations: 
Cash In Banks $ 003,547 $ 848,118 
PettyCash , 4,700 : 4,900 · 
Cash Equivalents 584,261 570,715 

1,492,508 
Cash Designated ror Payment of 

1,423,733 

. Long-Term Notes: 
U.S. Bank Corporate Trust 765,577 884,544 

r o!al Cash and Cash Equivalents $ 2,258,085. $ 2.308.277 

,eparate cash ae<ourns are maintained In US Bank Trust Company as requin,d by the 
xmd indenlure for the purpose of paying principal and Interest on the mongag:e notes 
,ayabre. · 

louthem California Alcohol and Drug Programs, . Inc. considers all highly liquid 
nvestments with an original ~aturity of three months or fess to .be cash equivalents._ 

/ULNERABILITY oue TO CERTAIN CONCENTRATIONS 

n the course of a year, the cash will exceed the amount insured by the Federal Deposit 
nsurance Company. 
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SOUTHERN CALIFORNIA ALCOHOL AND DRUG PROGRAMS; INC. 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2004 AND 2003 

CONTRACTS RECEIVABLE 

Contracts receivable in the amOl,lnt of $1,388,334 as of June 30, 2003 and $1.245,097 as 
.of June 30, 2004 are due from various government agencies relating to.contract s&rvices 
rendered and are considered current. · · 

. ACCOUNTS RECEIVABLE 

· Accounts receivable ln the amOl.ln! of $223,572 as of June 30, 2003 and $214,622 as of 
· JUne 30, 2004 are due from individuals attending various programs operated by Southern 
/ CaliforTiia Alcohot and Drug Prograrns, Inc. These -accounts-· receivable are reported at 
·their: net realitabfe value. after a deduction:. of thirty percent -as · an attowance for_ 
uncollectible -accounts. The Organization does. not.believe any additional.allowance is 

·.necessary. , · · · 

RELATED PARTY 

Awakening Village Apartments is a subsldlary nooprofrt public benefrt corporation, exempt 
·· lrom f<lderal Income taxes under IRS code section 501(c)(3) and from Carlfomia franchise 

taxes under rode section 23701. It was incorporated December 14, 2001 under the laws 
of !he State ol. Calilomia. Its pu,pose is to provide handicapped persons with hoosing 
lacilfties and services. Southern California Alcohol and Drug Programs, Inc. is the sponsor 
of Awakening Vll!age Apartments. The two corporations have a common board of 
directors. The organization has advanced funds to Awakening VAlage Apartments in the 
amOl.lnl of $31.434 and $9, 195 lor the year 2003 and 2004 respectively. 

PROPERTY AND EQUIPMENT 

2004 2003 

Land and Bllildings $ 9,579,669 $ 8,543,451 Furniture and Equipment! 1,218.247 11,154,682 Leasehold Improvements 308,766 309,071 Vehicles 206.266 206.266 T o!al Property and Equipment 11,312,948 · 10,213,470 
Less Accinnulaled Depreciation 2,245,495 2.114,177 Net Property and Equipment 

$ 9.067,453 $ 8.099,293 

CREDtTLINE 

The Organizl,tioo has a revolving credit line with Bank of the West. The agreemen~ 
dated May 25, 2001, expires January 31, 2005. The maximum amount available under 
the terms of the floe is $1,000,000. lnlerest is at 1.5 percent over the bank refinance rate. 
The remaining credtt available was $1.000,000 as of June 30, 2004 and $1,000,000 !or 
2003. 
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SOUTHERN CALIFORNIA ALCOHOL AND DRUG PROGRAMS, INC. 

NOTES TO FINANCIAL STATEMENTS . . 
FOR THE YEARS ENDED JUNE 30, 2004 ANO 2003 

lOTES PAYABLE 

~ote payabie to Bank of the West En tared into· on 
Jarch 31, 2004 in the angina! amountof$700,000 wilh 
TIOnlhly payments of $3,889 principal and interest The . 
oan is due March 1, 2019. lnte<esl ls al 2.5 percent · 
)ver the bank's cost of funds. Current interest is at 5.51 
,e,cent. Secured by real property. 

A.n agreement was made with the Slate of California, 
Emergency Housing and Assistance Program to provide 
funding in the amount of $500,000 f~r the purchase of 
property and is .secured by the property. Interest Is at 3 
percent simple lntetes1 per year. Repayment of the ioan-
is deferred as long as the development Is used as an 
emergency shelter. a transitional housing. facility. The 
\erm of the loan is teo years al which time t.~e 
outstanding balance shall be forgiven. 

Note payable to John and Carolyn McFarland, dated 
July 11, 2001. Interest only payments of $660 per 
month at 11 percent ln1erest, maturing August 7, 2006, 
Secured by real property. 

Nole payable to Bank of !he West. dated 
October 22. 2002 in !he original amount of $675,000. 
PrincipW payments of $3, 750 beginning Dacember 1, 
2002 and continuing monthly until October 17, 2017. 
Interest is at 2.5 percent over the bank's cost of funds. 

Nole payable to Bank Of The West Payments ol 
$1,859 interest and principal beginning August 1, 2001, 
ending July 1, 2031. Original amOl.lnt $252,000. 
Interest at 7.875 percent per month'. Secured by reaf 
property. 

Certificates of Participation 
California Heallh Facilffy Financing Authority 
lnwred Health Facility Revenue Bonds. 1997 Series A, 
Certificates are due December 1. 2022. The original 
principal balance was $4 ,095,000. Terms stipulate 
interest and principal payments of $26,543 per month. 

-',.2Q04 

$ 692,222 

500,000 

.(). 

593,066 

.().. 

?003 

$ .(). 

.(). 

72.000 

652,500 

247,710 

Interest is at 5.50 percent per year. $ 3,400,804 $ 3,505.806 
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SOUTHERN CALIFORNIA ALCOHOL AND DRUG PROGRAMS, INC. 

NOTE.S TO FINANCIAL STATEMENTS 
FOR THE. YEARS ENDED JUNE 30, 2004 AND .2003 

~OTES PAYABLE, (continued) 

~oNfornia Hes/th Facilities Financing Authority 
'nsuredRevenue 8-0nds, 1992 Series A. 
~ thirty-year mortgage note payable was issued on· · 
)ecember 1, 1992, maturing November 30, 2022 .. The' 
nterest rate ls 6.5 pereent per year. Monthly 
payments of $8,464 consist of prfrn:lpal and lnteres1. 
The origlnalprlnclpal balance was $1,315,000. 

Callfomia Heaffh Faci,m,;s Fln~n~ Authority 
SmaU Facili6es Pooled Loan Program, 1994 Series B. 
A thlrty~y$ar mortgaQ.e note payable w8$, issued 
December 1, 1994 and matures June 11, 2023 .. 
Interest Is at 3.2 peroent per year. Monthly payments 
of $5,382 consist of plinclpat plus Interest. The 
orjglnal principal balance was $n5,000. 

Califomia Health Facl/flies Financing Autliorily 
Insured Hes/th FacilttyRewmue Bonds; 2001 Seri•• A. 
A twenty-f,ve year mo!1gage note payable. Issued May , 
1, 2001;niatures May 1, 2026. The Interest rate fotthe 
first year ls 3.35 percent, which increases each year to a 
variable rate to 5.45 percent In 2026. Interest and · 
princlpal_payments are $10,814 per month. The original 
princlpalbalancewas$1,780,000. · · 

Total Long.Term Notes Payable 

2004 ~ 

$ 1,065,324 $ 1,096.648 

640,000 655,000 

1,610,371 1,655,371 

$ 6,501,787 $ 7,865,235 

Principal _payments for the years ended June 30 are as follows: 
2005 ' $ 299,068 

311,600 
318:352 

2006 
2007 
2006 
2009 
.Thereafter 

.Total $ 

. 325,264 
339,588 

6,907,895 

1!,501,787 

:, 

Under the teims of the loan agreements, the Organization is required to maintain oertain 
minimum financial ratios in connection with the long-tern, debt. The ~bt service ratio 
requirement i$ that net income available equals as a minimum 100 percent of debt service 
average. The Program has met these requirements and is In compliance with the tem,s of 
the bond issues. 
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SOUTHERN CALIFORNIA ALCOHOL AND DRUG PROGRAMS, INC. 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2004 AND 2003 

OPERATING LEASES 

Oescrjptionof LeasirtqArrano'ements" · · . ,- _ .. , _ 
The Organiz.ation conducts a part of its operations from_ ·eleven leasecf'facilitle$, which 
include residential properties and office space.i · These teases are ciasSified as operating . 
leases:. Seven have lease terms of 1 to 4 years with 'options-to renew,- and four teases 
have month~to-m0:rrth terms; · · 

The Organization leases passenger vans_ and other transportation equipment. and copy 
macl')ines under operating leases that expire -dUring the next four ~ars. -Jn -most caS&s •. · 
management expects that, in the normal course of business. leases will be renewed or' 
replaced with o~r le~s. · · · 

The folklwing is ·a schedule by' yea~ of future minimum lease paym;,nis ~ under 
operating leases that have initial or remaining non-e:anpeta~ lease termsi in .excess.of one 
Year,. as of June 30, 2004: 

4 

• • 

2005 
2006 
2007 
2008 

Total minimum pa)'lllen!s 

ADVERTISING COSTS ' 

$ 386,064 
201,910 
49,620 
36,000 

$ .. 673,594 

Advertising oos1s, expect for costs associated with direct-response adVllrtlsing. aa, 
charged. to operations when incurred: The i:osts of dlrecl-response advertising are. 
capitalized and amortized over the period during,which Mure benef!ls are ""i>Ocl~ to be 
recei~d. 

Adve~ising expense was $9,654 for the year 2003, and $5,n6 for the year 200l 

RISK MANAGEMENT, 

The Organiz:a:tion is exposed to various risks cd loss related to torts; theft· oi, damage to. 
and destn.1ction of assets; errors and omissions;· Injuries to employees. and naturat 
disasters. Commercial insurance is carried by thfl Organization for these risks. 
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SOUTHERN CAUFORNIA ALCOHOL AND DRUG PROGRAMS, INC. 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2004 AND 2003 

;ONTINGENCIES 

itigatton . . . . . 
fhe- Organization ha-s been named as a party to a cias.s 3ction raw SUit fifed in the· 
:luper!or Court of the State of. California, Counly of. Los Angeles by an. individual. 
seeking premium pay pursuant to labor code 22e.1 for denied meal and rest periods,' 
fhe Organization's management believes that they will prevail in this a~n. · 

A. suit.has ·been filed against the Organization in the Superior Court of Califoi-nta. County 
of LoS Angeles as a result of an auto acctdent involving an employee and a company 
vehicle, Man.agement expects the ci~im to be covered. ~)'·Insurance. 

AGREEMENTS 

On August.20. 2003, an agreement ·w8s 6fltered ink\ with the 0ePartment of ·HoUsinQ 
and Urban Development for Capital Advance FinMCing fn the amount of $453,000. The 
agreement is evidenced by a note seC1Jred by real estate. The .note is Interest free and 
is not subject to repayment as long as the S8Cured property remains ·avaiable to loW 
income eligible indlvldllals, as- approved by HUD. The term is for 40 years. 

SUBSEQUENT EVENTS 

Soulhem Calttornia.Alcohol and.Drug Program has made an application wih the State 
of California Emergency Housing and Assistance Program Capital Development for a 
loan to purchase property in the amounl of $1,000 ,000. The loan win be a ten_ year 
forgivable loan. The loan has been approved and Is now contingent on finding the 
property. 

ASSET IMPAIRMENT 

long-lived assets are measured at fhe lower of carrying amount or fair value tE!ss cost 
to sell and requires that Qne accounting ,:nodsJ be used for klng..fived assets to be 
disposed of by sale, whether previously held and used .or newly acquired. For long· 
lived assets to be held and used, an lmpainnent loss. will be recognized only if the 
carrymg amount of- a long..lived asset is not recoVerable and exce-eds it& fair value. The 
fair value is determined based on discounted caah flows or appraised values dependiog 
on the nature of the asset. 

Management periodically reviews such assets for possible hnpairment and expected 
losses, n any, are currently recorded. During the years ended June 30, 2004 and 2003, 
no impairment losses were iO<?Urred· · 
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SOUTHERN CALIFORNIA .ALCOHOL ANO DRUG PROGRAMS, INC, 
SCHEDULE OF EXPENDlTURE.$ OF FEDERAL AWARDS 

FOR THE YEAR ENOEDJUNE 30.2004 

F~at Fe<!•rllf 

EDERAL GRANTORIPASS~lHROUGHIPROGRAM TrTL.E 

1.s. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
OS Ane•i.s Count:, PPRtrtmlnl Of Health 
Sen,lcts., AJcghgt and Prua Program Admfnf!:tf1tl9n 

C;H Work$ Ovli:iatietlt Re&ldentlat 
Orug--Free Serviees 

Comraci Ni.irriber: HJ00.,163 AiC 

GtnQ Relief Projecl Outpallenl O<ug-f'ree: Sehlice.s 
Con!racl Nvmber: H300461 NB 

Outpatient 011J9·Free Couns!Ming and Drug Abuse. 
ReskSen1ial Se,vices • Proposition. 36 
Con1rect Number: H212702 AISIC/Dl'E/FIG/Hn 

AJcol'tol and Drug.Free Residential ServlCM 
Gener.ti Relief Funds 

Contract Nurntler: H200720 AJBJC/0 

Alcohol Drug-Free Counseling· Medfcat 

Contrai;I Number: H20n38 A/BJCfOIEIFIG 

Ov1pal'.en1 Orug Couf1 Treatment 

Coo!racl Number H300462 A 

CfDA. E,c;ptnditul'ff E,tpfflditU{OS 

Humber DETAJt. TOTAL 

93,!Q $.. ' ,.834,873 

93.959 12.m 

.93.'59 2.11«.,038 

93.159. n$,21i· ·· 

93.~9 244.234. 

93.959 ·375,501 

Pri,on Pro,ec1 Network 93.9S9 ~ 
Contraci Number:H207325 AIBIC 

Subtotal CFDA Number: 93.959 (l.o$ Angele$ Couoty) 

)range County DepaJ1ment of Hnfth"Sm'leM 

\k:9hol •nd _Drug Program Atfmlnlstr!JJonf 

County ol Orange, Children and Family Commission 
Tral'\Silioool: Housing, l.4othets and: Ptegnan! Women, 
Medical, Proposition 36 

Children and Families of Orange County 
ResKlet'll>al 

Con!ract Number: OOZ·B-00 

County of Orange, Heatth Care ,Agency 
Residential Treatmem Center· Ptopositlon36 

Alcohol and Drug Abuse f0t Women and Children 
Subtotal CFOA Numt>.r 9:J.ffl (Orang,• County) 

TOTAL CFOA Number 93,'59 

• 15w 

93,959 $ 20;3.810 

93.9st 27~,244 

n.9$9 ~ 

S 4,644,,205 • 

~· 
J 6',91,7H 



SOUTHERN CALIFORNIA ALCOHOL A.NO ORUG PROGRAMS. INC, 
SCHEDULE OF EXPEN.OITURES OF FEDERAL AWARDS 

FOR TKE. YEAR ENDED JUfrfE 30, 2004 

Federal 
Cf'DA hpendffuru 

;OERA,LGRANTOR/p'ASS•lHFtOUGHfPROGRAM'ftTU: ~- . OETAtt. 

~ AnO&f!s ~~Untv- oec-srtmenl oi Health Servlas, AlOS Program~ : 
HIV O.y T~atmem Services -93.230. 

.. Contract Nu~ 6H795W~7Q1.03 

-. H~tA1~ Res!dehttal T ransllklnal HOU$U'l9: SeMCes 

Po,.illve Steps 93.230 

Contrsct Number: H2069'33 

~ HQ!th Se!'Vk.e5 . 
Subsumce 'Abuse lffld Men181 Health' Serviees Adrnioistnrtion 

.. ~ositive Slept: HIV/AIOS seivice . '3,230 
-~ Numbef:·SH79T114480--2 

. HIV Polilm SlePS Retidenlial Tre.itment Service$ 93.230 
Contr.ct Number: 1H_79T11Z60101 

TOTAL CFOA Number 93.230 

of Ani.iefe1 C9untv Department of Hulth Serytces 
Jeohot •nd Qruq Ptoswn Admlnfft~Jon 

Oulpltl;tent Oruj.Free SeMtle& (~) 
contract Number: 11212660 /IJBICl01G 

Los Angeles County Coml'hunlty Senior Servicas and 
Oomesiic Vlotence Shelter Coooae:t-1\nget Sle;i- rnn 
Cc,nt4ct Number. 48637 ~ Cal Wct'ks 

!ls.na 

93.592 S 163,333 

Federal· 
~ndttuns 

TOTAL 

·s 400,ooo-

63,400 

500,000 

500.!.000 

$ .1,463,400 

399,339 •. 

LO$ Angeles- Covnty Comml.ll'llty $enior Services and 

o~ vtoteoca Shetler Con1f8ct.Angel step Inn 
Contract Number ~8217 ~ Cat W~ 93.592 70,000 

SubtOI.M CFOA Numbfl' 93,592 ~-
TOTAL O.S. DEPARTMENT OF'tfEALTH ANO HU"'1AN SERVICES. ~ S,657,838 
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SOUTHERN CAUfORNIA Al.COHOl AfiO DRUG PROGRAMS, INC. 
SCHEDULE OF EXP:ENtUTURES OF FEDERAL AWARDS 

FO~ T~E YEAR ENDED JUNE 30i 2~4 

CFDA 
FEDERAL GRANToRtPAss~THROUGH!PROGRAM TITLE ~ 

u.S, QEPARTMENt OF HOtis!NG ANo ueBAH -DEVaOf>MENr · 
Los Angeles HomeJess Serw;es 

City oi los Angelts Hoinei~s Servic~s Aulhoriiy, · 
· Los Angeles Area HomeJf:$S li'lltla<iv& ComraCt · 
Conlract Number: CA 169100020 -

HUD Oi1ec1 • Supportive Housing 
Conltacl Numbe(: CA 168900-002 ·. 

Total CF'DA,Number 14.235 

tosAngetes Couniy Hov$ing Authority 

Shelter Pl.is Care Program 

Contracl Number. CA 16C950003 

i.cs ~ Housing Oepar1men! · 

Housing Opportunities for Persons With. AIDS 
Conttecl Number: 102155 
Sublotal-ltn ~etn Hom-1us S~ 

Stahr 9f ca11tw:nta 

Department of Health and Human Services: 
Angel SteP Emergemy Sheller, Oomest!e V!Olence 
Conlt&e;I Number: 00-90699 

Commuoity Challenge: Youth Drop In Cent~ 
COllll"3CI Number, 99-85651~A3 

Dnzg Program. W(l('!Wl'S Cenler 
Contr&:1 f':lumb-ef: 03-3059 

Offici!: of Jusfiee, Crifl'inaf 
Domestic Vlt>lence' 
Cornraet Number: OR01011n4 

EmeigeflC)' Housing As!llstaoc:e Program 
Con!ract Number: 9P23527!J 

Federal Emergency She1tec Program 
Con1t&a Number: 03·E~2-

'!()T.6J.. STATE OF CALIFORNIA. 

• 17 ~, 

,14.23$ $ 

14.235-

1A1.23tl 

14.2:41 

93..592 

t:J.995 

93.5$2: 

16$75 

14.231 

1-4.231 

, Federal · _ftdefaf 

ExpendllttfM Expendlturu 
, DE'tAIL TOTAL ---

1ao,tis1 

358;&94 

S3t.7t1 * 

29 .. ~2'9 ~. 

122,227 

$ 6t1,847 

186,000 ,. 

100,000_ 

~.930 ~ 

1'14,555 

"89:SM 

...... 
$ STB,.3(10 



SOU-YHaut·CAUFOftHlA Al COHO\. ANO DRUG PROGRAM$.. tffC. 
SCHEDULE OF EXPEHDJTURES OF FEOEAA1. AWARDS 

FOR THE Yl:AR .ENDED JUNE 30, 2.&04 

F~ Federal 

:oe.RAL GRANTORJPASS .. THR6UGHIPR:OGRAM TtTI..E · 

It ()J lM --

Community Oevel"opmel'\.t oeparuneni 
· Pomei1lb v~ She1ter 
conir'.ae! Number. 10122~ · 

. Loi Angeles H1)meleSS Servicd -~. 

Cordract ~\Jmoot' 2002908629 

Subtotal: C~ of Lna Mgeh:s: 

loTAL 'E~f:'ENottuRes oF ,eogJlALAWARds.- ,, , 

CFOA -·· Expe:ndltUl'U Expendlh.tN1$ 

OETNL .~ 

, .. .211 '$ ,.,,,..., 

14.181 681.073 

211;653: 

~ 10,297,503 

IOTE:' .. ffriotes·mliJQr program. SO• :kh9dtik of ftndings and Quest toned Costs. 

-lOTE; · The accompanying s,chedule of exp.riditurlis off~ awards i• prepantd on th• accrual 

*is. ot accoumlng. 
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SOUTHERN CALIFORNIA ALCOHOL ANO DRUG PROGRAMS; INC. 

NOTES TO SCHEDULE OF EXPENDITURES OF.FEDERAL AWAR[ll, 
FOR T[,iE YEAR ENDED JUNE 30. 2004 

PRESENTATION 

· The accompanying schedule Of ·e){pefldituiM 01 Jeder91 awards inctudes- federal 
grant activity of the Southern California Alcohol and On.ig Programs. -lhc. and ls 
presented on the accruB;I b_asis Qlaccount_IDQ./ ·The information _in .fhis schedule is. 
presented in accordance \'ll!h the requirements of OMS Circular A-133, Audits of 
Stales; Local Governments and: Non Profrt -Organizations •. Therefore, some 
amounts presehted in this Schedule may dJffer from amounts presented in Of 
used ln the pr~_pa_rauo~ of the general-purPo~ firt~ciat statements. 
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AUDITED FINANCIAi. STATEMENTS OF 
SOCIAL MODEL RECOVERY SYSTEMS 



. Financial' Statements 6f 
. . • t -. 

---· Social Model Recovery Syst¢rris, Inc: - _; . ·, 

~.\' . • •, • I , , , . '. , ,, '., , . /• 

Year Eri4.~ J~e. ·zo, ·2004 .. 
' .• • . . . t 

·, 
' ' .and 

~ ·. 
• I \ , • • . ·. ·, ' .. 

Independ,ent Auditor's R,~rt ._ 
I 

. ,. 
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·' 
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'KEVENYI NW Qdffl 

Sotvic•~ 
ClierrtF.,. ·. 
O>nwlilng ~ . 
CommunitylButd Houslng 
C1mtributkms · , 

· fntemfand Dividerub -
Ollict 

rotALlU:VENUE AND GAll'IS_ 

WWIS Ml» LOS8F.§ 

Salari,c,a 
Employee a.,,
h•ii!t:, le,-
t:ati!ify 'Mongap Jnt:emt '. 
f'.ciltty·Monpp tnsunmcer 
Voruoleloan
llijulpo1en1 ........ 
fnsul'lttQe . 

Social Modd ~ sy,...,;,, J'?C, 
sruelt\el'lt ot ~es _ . -: 

anda....,..hil<•-
tt« fha Year En!W .1Uf\,i '3.0, lOoil 

1Re,id<nt Suppl!<, alld Mec11..aq,,,. 
Cqmmunlty ~ Howilng . · 
Food & J{itdlen 
1.,11!ti4,,M&i~and.S~ . 
S!>fllns. ~ s.ppii.., and Tol,ph ... 
TMct:and Vebic:~ 
'Profesdqm.1 Fees Mark"'"8 •. 
Agency Development 
N"'""'1<ki~a a-~ 
o,;...iation 
. . . 

. 1'oT AL EXl'ENilJl:s AND LOSili:S 

INCREAEE'INfflASUTS ," 

ltttASSF:rs, Beel....,.: or~ 

NET ASS'tTS, xn .r,_,. 
See:·~:t .. , 'Notos~Aceo~•,.a~rt, 

S.3,129,612 
1,,24.964 

SS,963 
S6,2:M' 
4,03 I 
2.473 

.w.u 
1,1I6,1S5 

s'-2.23),119 

762.t24 
95.'132 

149,970 
fo,436 
4,482 

69,906 
61,660 
U.Sil 

. 62,916 
. 112,150· 

136.01.5 
398,,025 
99,138 
91!0S.7 
65:956 
, 1.120 
11,556 

ill.W 

~ 

147~741 

!.film 

S·I 17.1 S3J 

S~ial Mo<k1-~ery Sy~. Inc. 
Stamment QfCui\ tlows ·, · 

, for 'l"he Year EMe4,1uno ld, ~1)4 

c,,.im FLOJ¥8 FRo;,i Ol'l&RATING ACTIVfl'ffl; . . . 
l~.l11Not~ · 

ADJUST~ TO !IEcQl'IC!I.B NET ASSBTS 
TO l'lIT, C'ASH USED IN OPmµTtoNS: 

~prectauon 

'tnc~ffl Jn Contnl~$ itnd >:ci:ouitts "R,eoelw.hle . 
Dccreas,e ln Allowance: (Qr C!iCfll Fee };JtooUnUc 
1ncreuc.in P:epiiid ~s: · 
~~ Jn Accrued SxJ!tmCS 

!4:t.ctish ,?f°"id~ by operating m:th•lties · 

. CASH FLOWS USED IN INVES'Ul'IO·Aqivrrn:, 
. . . ' ' . 

. . . . . \ . 
Net de¢roa.S¢ .in daprecfable ~sets. 

CASA' FLOWS FRO!ll l'IN.ANCIN!,> Acrivrrms, 
'Payment$ on Mortaagc. 

~~r:~=~~··. 
Totaf ~h flawt fro?'J tin,anc:ing·Ktivitles 

NE'!' ~buiAsE IN C,',SK FROM OPUIATIONS 

c~~·~•nm,~~,. 
C~, End O(f«~ 

, .. 

~ . . v 
see Mcompa.nying.Noiet aM Ab4ou~·s- Report 

,s· 147,741 

1\4,68:1 

(42.,47i) 
,, (41,336) 

. (1,448) 

!$Wl) 

134,594 

()5,046) 

(65;000) · 
(14,,88) 
(JQQOO) 

Wl2iml 
(9,740) 

430,50$ 

$ :flP 76& 



,, So<lal M<xf•I Rcciiv«y s~ Inc, , 
, · N.l.'ltcS to tlic FIUl)CUl1 Siat,:;'nmlts · · 

· · Juncf 30~~004 
. '. '~ . ',. 

,··Nott I -tliflUUa tf,Slfmfli:am! A«MntfPI blfdp . · , 
• · , ·: i , . I: i -· .: : 

; , 11;.... or1'rd .... 11o.; •,SOcn'i MO<l<l R_..,,,si,icm,. r,;.,,(''Atloncy") .;~ Iii financbi 
s~ Iii ~co wit:lt thi.At'ltOricah l'Mtitq~ ol'Cutifled Pub~-c Aoco1m1ams' ~ of . 

.. -Position ,swtO., "'Accoundng.Ptiftclpli:ill and lt~rting;~CCJ for ~irrr,lonptCf1tOrg:aid~. 
•• ' ' •' : • . • '. ,'_' . I.' ... • 

tu;wi,:-~1u::1tmg ,All funds ov.er which thlt Board of ;Qiro«~ ~ discretionary c,ontrot and all 
fvnds ftorti~tl wfilch ml reltrl* as to use have bodinc~ ii} the opcratirtg fund.-

• -~ ••. ' : • : •• • • • • .:: •• • • ' : ",: .- : ; • ·• • • f • 

. . · l~ecnne 'Fjls Statut -The /i:geiiey quoJlfi• U .a-.-u.tfflpl orgMJ:mtion lllW« S~11;111 $01 {e) (3} 
of tho lntetMI Rev,et1uC C~.and. thcrcfbi.e. bat oo ptt)Yi,iotifor j1tcome taxes. fn ufditkip;the-'A~ncy
.qualifios (or the charitab(e t:ontributltl~dddlldlon 1.11tder $11ctlbn I "(O(b} (A)' and ha.5 b~ diwifiecl .a!/ an' 
tirpplu.don thlthi not a.privalo fotlmlation under Sktio.n 51.>~1) {l). ·. ·, ; · '. , · 

. ,.
1 

. -~·~ •• ~ .. : vtxbd ~; -~!ii~ by •. ~~1 M~=l ~~~ s~~'ln~'~ .. C()-~sjd~ to 
be ownetl b}tSoeial Model Reoov~ S~.tru:., Ho~r .. ~ fundmg sovrces'ffl;11.y _matntt1n .• 

, oquliabl.;rn-. ln·m. ~ p\m:hasod wll1i _,..,.i.,. .. well a, tlkrlj!!>Hl> dotcimlne th•.,. of 
_an)!:~ from tM pie.of~"~ 'Tbe Ff4 .. 'ftl'Agon¢ies.have ·~~s!oMIY in-~ i~ those 
~ widt -'~ ~;B--whk:h h~ ~ cost .o(ss_oo or~~ fn~~ t!Mi~~ ,u.5:fU:I ti~ ot ~\ !e'5it 

• ': i • ;· ; ,!' ' • . • • • , .... • '. ·; . • ' < • : 

S<>ei,I Model R.toovcr)I; S'.y-s. Jm:: ll,llow, tit!:~ df .. piUl'i>.iqg, ,.;,..,..; !"°" . , 
«po!!dt!tlresJbr fixed.....,, In ex=> of SSOO, -,some cqmpuitr cqulp'"'"'i witlt • .,..Ful 

',llf••mltol>e'und"!-,)'Wll,' · , ,: ,: , , . ,:.' •, ,• 
. ' . ' . ' ' ~" . . ' \ . ,, ' . ~ . ",' . ·, . 

'Pmp,!rtyw equlpm••t,i• oomJ:>ri,l•,hif !h,,l'ol\owing at June ;l0,·2~3: , 
, ' t.od, , ' · , , ; Jh740.SOO 

',. 'Bulldlngs'and:!t$'0vem"'1"' , t,393,805 
Funi!,luro, l!quiplri~ & FJ•tu~ l 39 .R57 , 
YehJo'\# '· ,, . , , ,', : : ,91.W 

, • 3,l'l1,S79 
lao' •"'im\datcd dcpr"'1lati<m, : asz,020,, 

:• / 

,, : f 

,• . . $2$135§9 
• ' ' • ,, ' ,·. • •• •• I • IT:1·~ . : ' ·, •.. 

Dt'precl.arlon b computed on a ~~tine bufs.O"Ver 'the uswl-liVes of tlre,~sets gem:ra.Uy as 
:t"ot1op;>1}. ., . . . , ::· ·:,·· .. 

'Buildif\j'artd inlprovQletits 
Fmni"""iond equlJ)lllcm ' 
Vehiole., . 

" 
r, 

... 20,.'40yem'9· 
s. 15 )'ears ,5,....., 

,1 

,, . 
Soc tat Modol rtecovcry S)'.sW:ms.. tnc. · 

R'otce to thcffin~ial S1mim1Jr\:~ 
June30t2004 . 

'l 

. · l{m~o Recogftltlc,o - Al'I\Oul'lta ~lved from oontTI'* ~ imvlca are ~t.t OVi:r the ' 
life of the cbn~ UhtUnrieted oootri&uti<>ns ~recog:niud u inQOmo 1i.ftet1 •!ved~ ,l_ultt,~ pht' 

· ineOJU1: is doferr.d. until expcn~ed for tins purpc>M. of tho l'(ant. PubJic: ~lief 1\tnds cte reeogntZ¥ wfte" · 
bllfecf ti) tho public age1'1cy, Fcei ~m private Mdcntla.1 pationts, ate ~I":~ as 1nH4d atciti~ . 
·collee:tlon amount.· · · · · ' · 

Note 2 Nat~rt and Pnmoui of •ha PmrnitdtP : 
I . ·. . , : . . . - ' ,. . . ~ -. 1_ ~ , • :· . l . . 

The Agency i, a nonprofrt CaJlfotnia corp~on wh0$tl mission "cm1slon's a world' Where .t-amn\Unitits 
-. etin pUBlie social; ceohomic, cducatlonal, and splrttu11J Wfhna~ free ff'Offi 11tbQhc,l; othc:t·d~ rid mental 

hOlltt'I problcm11 .... The Agency is known-f;>r :th~ dcawlopl'n«lt of hltl6vatfye thodel programs whtch btoak 
· new ground. servei new target F.O~,,and dembnstt'de the offoctlv~ t>ftielw ~ service fflign1. 

The Agtl)C)''t focus T$ ori fo11t maJ,cir WS: ·l) ~er,t and ~ servij:as. l) training Mil" tccJ\nic;a:J , 
assistan¢o to alcohol and oth~ ctrug·recbv~,ry f'a1;,llitieJ,, 3) .Jpvot~o~e ti~hol and druS-, 
free housing. and 4) publla pol~~ ~eni, elltng.e,'.nd ~n 'of altokot and at.hot drug. rotated· 
probt~ms; The Agency is supported by S!)Vffl1metit eontrlW. rt~hfil'Ants, mjdent~.and. 
~ and p~ltltli!hropic donations. . · · ~ 1 

, I · · 

. ' 
Nak 3 : B+,J ~11,te ,;mnudon ' 
Ck June 28,·200t. tha A.gcmcy pun:has&d'.Rtver Com~unlty, tb ~ of>a~lde)ttiftt'!tUtmcmt f&Qility,. 
which the~~ bas, remtd sinct1 1986! Tht pul'Chqe was .f\tnded \'Y'bond, of $1,896,653, undorwritlen, 
by Altura, 'Nel,on. &'Coi ffltongh t.h_e.Ca~la Hoelth Ffc'i6tie! Firi.aneins; Authority ... Tho bonP, bur 
intm!ll Qf2.9 to S.t5 pertentand ~ pajabtoov«2$ yoara, ,. ~ • 

. . !} (. 
,, .. 

N$ 4 .. Lo1te:Imu P,ht! 
! , • 'I 

· ~iaf Model R~ry $)'$tems»'ln~. la,i ™anc&ig·on its~~~ amt OtJ k$ FOver. 
Common!ty Pmperty whl<h '11,ey ...i.. l!IQllmly-lO, Th<y P"Y i>tcl'!oot~~ 29 an<! 7.S % 

·OT! t~ propqtles. ; , , · ' · · 
. . . . . 

The followlog is a _$;1.lm·maty>Qfthe- d.t,tsentloo n:quil'Ol'Mnf..t fur t1,c-lWCJ~i¢ 

Jl!Jm.lJl 
'2005 
2006, 
2007 

. ·2003 
, 2009,. 

20l0..2026 i:.YYfeU/ ............. ·8-· 

lDlw,I . 
, 145;172 

142,002. 
', 1J!P46 
,134,®l, 
13D,!SO 

'l,lfQ'f;'2 
·~•va~ 

'Illl,I ,' 
. : 21$,l,72- · 

, 211,002 
,:21J~ 

' 214,6111 
.: 2;1.S,SlO 

1 
• J 

sl:fflffl: 



·' 

·., 
,. 

'. l:-, F 

'-~ i:i..i.;~~-1 .. : .'; Nofn tQ N FlnrlfflHal ~· : , . 
. · Junoi•·2004 · · '·· )- . v, ' • 

Njfi§·NWM;,r.,)A : ," , r' ·,. ·• · 
, ', ' ·,. , • • 'J ' ,. '; ': i, :I , '. 

A\JunC!'JO, l004f Soc.leJ Mtidlt R.cOYary,~. tK. lwf yet.'i~lt riotei~ie wing $49,171. which. 
lricludcid.-m.fflJIO'W!ng: • • ·• '· ·· :· '· · '\' · .. ·'• : · .' .-• · · 1 

. ,: ' ' ·. . ' : . \" ' ' . ' ·• ' : ' !: . ; ':·. \ .". i_ ' •• •• • 

N010 .. )'i,I,l•1<> • knk~g$1JJ92, ~ltJ!1')'llmlb ,...~1 pri!'"P11 "di...,... . ., 7.9!cl, 

l<!.,. ;;.y,jj,i. to• ,,.,;k ~ina Sl0,912;-moothly ~ ~ S.;7 p,;;;;~ >hd lni-.1 at.l i.m. • 
·; ! • " ' . ·: .,.. • : . -. • • . . ' . 

N.,. P•Y"'"' to a t,ank ~Ing $12.S~ momhly ~ aN Sl,:I pn-..lpel "\<f ln\ete,t ot l_ I~. 

. N~ ~ble~-~ ~;,k-~lft~.~,,~~ ~1y~~-·~i ~iy a,Sl_~~- 1tJ;·~1-in~.· 
~~ i.,.,.. °".·:;~~i...~ti.~~ ~d ""'le. 2;l04 ""*~·4~1: . . . 
N$J-Dt1tn:dio".9'1f:· ·. .:J ; .,, 

A pn1vi;i.;:.r ... ~ ~~ ,..~ S3~,000fiw~~~~;S)O.~ w .. ~ned in 
~ y'eren~ 1~3~ 20M,.~.Jho bt:~QfS!~ will bit~ ~~MX!~O~.w.;o~. 

.. . '', " . 
Na.It I· JWlmn,et PJu . 

• ; \ . ,. ' ·! . . ..• ' . . 

Soolal t,lodel,R......,. ~ !no. !la, a qmlfled detcned ........,...,,.<le)'~ plan 1hat on&bi.. 
<lig,l)• ""'P)~ to -,,jbule • l)Onlon.of t~ir· .. - 1o-lbe Pr.;,. ,,...CIJmpu,r;- it !101. "41>'""' to 
m>l<• m.,.hlnt con- to ~ pl.Ill, 1;he' °"""""' ""!d*: • d~, c:ontribulion .for tl,c ~ 
~June,30.2004wu$71.316 , , · · · : ,·., . · ·· 

I·· • · • I', ,. 
riek 2·-Commttmn• 1 

A,;;,,.,;. l0. 2004. Soolali:j.d;i ~s,,_,.t,ia ..-1.;;, . ., .. ~1a1,1e Ian 
..,..,.,,.;;Ill<""' ronial of oin., aq,i~~ '\'cllh:18 and tltldc!<\!l ftl4il~ , ... · 

l: 

• • • I ' • • ... 

,Minlmum.m:)f.alt. ot1 an lnnua! bu~ bufollowr., , 
· "il<llf )'atcridjngJoM 30: · . ·' ,20051 

·" 

. '2006' . 
.. • lOO'!' 
~T 

, f~1~ 
16;330 

~ 
s:;t ~~r)~~~~1~atrn_o."a1so ~:• n~~~~ totM~ i~ fot,~~~s ~ 
·equ~' ';.'t . : ,',' .-., ... ,. . ' 

'· •.. 
• 

. !/' .' • " ·, ~ '• . • 

So<la! Mdd;l ]!~ Sy&i.,,i,,_ tno'. 
, )'-to<1,,Flno!'olal~ . 

)~e 30' •. 2004 ' :· 

l{ofi ip .>. Cqgprt,,ttsi, of'8 I :. ~ • 
. ·• '! .. ;, ... : •. t···.',:, . .. , •. '···: .. .1.' 

· Soct.i Mocloi.R,co,,~ s~,. lffl: ""'i""'"" -lllenk •i:-IJO. ·Aoeoitnt, ,..,. mit.iutlon ioR • 
1,isu,.d t,y tho Feoer:ol Depo,lt tns1J.rancc Corpoiat1"" m,1q uil-··~·. c..i, "Jll!an •"""?tioni . 
.,......,,.. redorall)< lnAAo<l l!mlts. n,. •••'"""In""""" •f<hc PlllC llmff iotalid·$!S",S64a, or,..,.. . 
J()._2004 . , •• I ,. • J·. ;.,' • i 

~ritlpi~J:JnQ ~~ ~JtJ\&kl1y·7·~ of it,~ ~to~~'.~~~~i,/u;:~t'·~:'.., 
J\lt1~'30, l0o3.tbe fees fl'om government contracts totaled S3~-48v.930,;J'he. ~kJ'ffl!rp thQ'b. • 

· eontntcB· totaled. $56&,9 i s:-.yiuch ~ approxlmato1y 5 7% of the tt,ta( teio)vllifi, · . · · ·' 
• • ~:: • • •. • \ • l ,:. 

' 
\'', . ' 

.i..!; ,.1· 1'.,' 



• ( I ~· 

' ' ,' .. .._. " ' . ' 
Barry ;We.mer« Assarn!h;s 
Inc~ Tu::oi ~ AQC.ut}tliia .... , Busin~a Y•t,~o~, 
' · ' Forensic I LttlsaJlo~ I Fraud B~amlu•tlonl . 

' ' So~m'Modtf~Sy~!no. . 
· li>d-dwt Aodhor's·~•..,. 

Schedule of Ped'etlr itn1ni:.l11l .Al$llstancc . i' . ·. . ' ·' / . i . 
·; 

• T• ii,,,lloatd of'Otn.ton. . , 
8""1al'Mo<lol -.,,y Sy,ton,i,. In<, 
zso 1!a,r Rowt.n4 $1rcct 
Covina, ,Callfqm,a 91723. 

'' { . 

1h•ve,lldi\,,d11tel1"'lP"""_.; .... or111e~.~·&,·s...,;!><~•1·1(~s~,.,.,,1 ... 
("Aptcy") under c~ with theqhnciM in th! M:¢0mpaq)'tng $ohedu.1• of Federal t:.lnanclal 
j\ltlstence fbr the-year et'ldel:l.lun& ~ 2004. These proaram IMafflnts m the.~slbi'lity of~,: 
tnanllpTIC!ht of tho Agency. My i:i1pon:1u"i,tltty 11' to~ an oplnioJI on!:ch~ progmn staterri.Chts 
bmdonmy!""'lt. ' · ' 

· i~dtiC~ My 4'!d1t in aoooof~ ~I.th P6f'lny ~ audttfus·stan~,,aMG<ivmJ,mtnt M!tnlnt 
~ iJou<d b)' tbe Oomptn,11or.o.nm1 of!he·Unr..d s._ .,,_ ,undanlt ,equiro that I plui .. 
and perf'ont'I' fh.e lUdit h> obtatn ~"bfe ffl!titl.flto aboc.it ~ tho ;,ropatlttemsnta ate ftee.;of, 

mat~~·~~· ; . .. ::· ' ' . .' ~ -~·-., ··.:.··.·. . :· ; 
At1 ~if lnel.ude&•xamtsik,g~ • tcit bu&, ~co ,ppportillg lmJQ"t®,nts end1i1Cl~.lrl !1r,, 
pros~~U. An audit ti" fneludes ~hg ttto·~untm1,pl"ht41p1u used nd 51gni/ieant 
cstimaw,madc by ma~pr. Q ~ff U evaluatl'ng thll ~n y,t6~CJ1t ptt~tatlon'. t 
beliovo n,Y audit~ a ~lt*bleJ*i• for my 11Pint0tl.' : '.' ·, : · ," • , /. ' 

I ' .. , ' , ' \ : ' ', .. 

MY audli ~ ~ fut tM P\lfpd,m. oi'"fonJ•a an ~Inion on t1ie p10grari}.$tlte~· ottbe Agdncy .1 
· ttkeri-~ a >wbolo. 'th11 aocomptn)'in$.: Schedulo of Fcdeta1 Fin~lsl ,A#istanco I, pmented ~ Purpoin 
ofNldhli)nal onal)'>in1'!11>, 11Pt. roq\tlr.d part bf tbo""'"""' ~""!~ ~ lnlbnlilotl,on jnth<\I' ' ' 
,,.;&;i;;i. hao i-t sut,j--1 to tho llllllll•s pro<odu..,applled'in 111,""1• forthc P"'J'Sffl-""'""' . · 
.oncl, in my opinion.•• ~rlyi>....med In ltll,ma!er!,J ""'""' in .. llttlon.; i11t'\m>stiin-.,.•b talom 
asa~t.. ' · ' · · ·. 

Bir,y Weimir. CPA 
',r!!UM, Ca!ifi>mla ' 
F,il,,,wy 1; 29M . 

&my Weiaer, t'PA, CJl'E 
11455 B~Bovle.'o'1H'll. ·s.im 406 

. Tlrun. CA 91356 

,· 

wa1.6c.,~bcn.ur , 
.~.SCC0t11!tv»qtf..COm/hwoifl!IA'Cplf • 

'Bui:'{811)$U .,tzOO 
tta~i (l18)'705.,9'1i 

'' 

. ' 
' ' ' 

Sociar Mbde:\. RCCOttCY ~ .. ~.a. 
St:4tedute bf'W~ml Fin,ndat Asaisttnco 

:',-1 
r .. ;, 

, , :·~o,tboY<arll!l~J"!"'J0.2~ . 

/, . '' .. ,: ' . • I !,;• I f 
,'F;.,,..i Grantoit'· . (:' . , 

'· ,.. ,,;{ 
. ~· .. ·. ; 
l'><lml 

'1~u,Ctb(""8h'Granlor{'. 
' ., Jln»tr:lm Title: 

. . :... . .. ·. ... . ,·, . '. ,• 

;"u:'s: 0ePa~nt~k~a1~~f.t.~,:S~~e& 
• • • !, t~·~l'O\lgh f:Nml s~·ot:c':'ifqmia. . 

· , (?epartftle:nt or Al¢oho:l ./!4-Drvs: i'Togran'ls 
· ~ss-J:l'lmllgh fr011i Conni),: ofl.o~ f'nt,lu, 

~otR .. itJ,5':!v"""' •.. ·,' 
' ' ' ' Al..,oo'I !"'d!Dn>g Progr>ln Minln(itntl .... ' ' 
q.s. D«ponmcntlof'Health'cntj ~untp.n ~fYices ., ,, 

j. . P-thr,hlgk from '$m<f,ifC.Hf?mlo, . , • , 
. '' OC;PartmOnt'.ofAl~~o)&Dt}.lgf>'rogrin\l ·' . ·:' 

J ' ...... through ···~ ofU,. ,.,.,..i,;,; . · : 'Dtpatlm<lntofH,glth S""1ee,, · ' 
Alook.o1 •"fl Dril~ l'r'*'1n: /\l!!"lnim.iion 

. : • . ; • • • • • , ' •' ) .' \. : .• "t • 1· 

. ,.,t;,:DA , ;...,..., . 
(. '. Nwnber . . f.xpcirulitprns 
. . ~ . . . .. ,;,. . 

t : ~ 

··,·-,, ! . ·, '.·,; 

' 

.\. 

' f'.i'.il;~ . " 
• ,l:' 

i ·: • 

J • ' 
'~3.SS,S ' 

• !•' ' ' 

·~?.1'16 ' ' ' 

6;01~21-,. 

v.s. ~;.;... ... oili,,aitb ~,\,.i.,;,;i,,j S.tyl~· ' 
S~bs~ A~~ Menta.t~Health. S'btvloes ' 

.,. .Pa,~flo\nSW..ofc.ill-1~ . 
.. n.i,.,,,,,w<rl':Alcohol&!1ruj"*8'll• . ·· 

,p,..,llu<Ngt, fi'offlC"""1!>'ot9J,l,tsi>,;' 
' ' 

/' Hc'tttn <rlU'$ ~IJ¢y • I • 

·• ''. ~ . ~' . . '' 
,.i I, 

' '• TQTAL, , I 

. ·\ 

.·:.~ .. •/ 

:93;919,-
i'• 
' ' 

,, :;~ 

' : '<M n1'> <·: .. ~ 
',m.:w; 

, • . ! 

Jl-~• lf'f: .. \ ··ikl~~· .U!(iU)l~i-4:20, 
~~..r. ! ~em,::r .~ .. , ... .· .. , ~,(flg:,~.s-s9• 

.. , . ,, \ "i . . . 



. BiLrzy'Wein~&:·~. 
Income Ta~~ .• A~c~nuna "; Btut;n~t~~t.left;_ . · · 

· Pdtc'n!ic I .L1ritatiqtl I Pn~d Eillmiflttoni ' 
. , · . . ·· · Sto<lat M..i:I ~~ ~i~,. 1,.,.' ( •.. ·. . . . '· , 

ln!lq,,,,d,ml Auditor' ,.R'J>ort. im c.mp1a,.,. •Rd O<l'!nkfflal ContMI !"'!' .P'-lal Rop/,,,mg 
• 1 Buedonllt·A~ofFUl.x1eilllSta~~k1Adeot'danet-with · ,, • 
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INDEPENDENT AUDITORS' REPORT 

To the Board of Directors of 
Vezdugo Mental Heallh 

We have audited the accompanying statement, of fimincial position and cash flows ofVerougo 
Mental Health (a California nonprofit oxpnization) as of and for the years ended June 30. 2004 
and 2003, and the related stalements of activities and functional expenses for the -ended lune 
30, 2004. These financial .....,,..... are the re.,ponsibility of Verdugo Mental Health's 
management Our responsibility is to express an opinion on these financial statements. based on 
our audits.. The prior year summarized comparative information has been derived from VMH's. 
June 30t 2003 financial st.a(wents and. in our report dated Der::ember 12., 2003~ we expressed an 
unqualified opinion on those financial statements.. 

We conducted our audits in accordance with auditing standards' generally accepted in the United 
States of America and the standards applicable to financial audits ocmtained in ~ 
AU!liting Sumdords, issued by the Complroller o.n.ral of the United Stales. Those standards 
require that we plan and perform the audits to obtain ~nabtc ~ about whethCJ: the 
financial statements Me free of material misstatement. An audit includes examining, on a test 
basis. evidence supporting the amounts and disclosures in the ~ial statements. An audit also 
includes assossing tho accounting principles """'1 and sigoificant estimates mado bymamigement, 
as well as evaluating: the overall £nmcial statement presentation. We believ¢ that our audits 
provide a reasonable basis for our opinion. 

ln our opinion. the financial statement.$ refmed to above present fairly, in all material respects. 
the financial position and cash flows of Verdugo Mental Health ,. of and li>r the years ended 
Jone 30. 2004 and 2003~ and the change$ in i1s net assets for the year ended June 30, 2004 in 
ccnfunnity with aecouo1ing principles generally a«epted in the United States of Amorica. 

In accordance with Government Auditing Standanis, we ha~ al$o issuod our report dated 
October 13, 2004 on our consideration of Verdugo Mental HeaJ.th•s intema! control over financia1 
reporting and our tests of its compliance with certain provisions of Jaws, regulation,. contracts and 
grants. That report is an integral part of an audit performed in accordance with Gowmrment 
Auditing Standards and should be~ in eonjuncfion- with this report in eonsidmng the results 
of our audit. 



Our audit was perfimned fur the purpose of fomring an opinion on 1be basic fuwlcial statements 
of Venhlgo Mcnlal Health taken .. a whole. The a«;cmp,nying schedule of expendi.,,.. of 
fedm>l awanlJ is pr-.itcd for - of additional -fysis as requinod by U.S. Office of 
Mmlagomeut and Budget Ciicubr A·l33, A.udits efStates. Local°""""'""'"'· and Non-Profit 
~. and isnotarequiredpart oftbe basle linaneial ......,ents. Such infonuationbas 
been ,ubjoctcd 1o the auditing ~ applied in the audit of the ba$ic linaocial -
and, in ow, opinion, is lalrly sblled, in all - 1CSJ'CCIS, in relation to Ibo basie financial 
statements taken l!IS a whole. 

~ p..,.J_ ~ l?? 
Glendale, Califbmia 
Ociobe,-13, 2004 

VERDUGO MENTAL HEALTH 

STATEMENTS OF FINANCIAL l'OSmON 
June 301 2004 &ad 2003 

ASSETS 2004 

Ca,h and oasl1 ,quivalcots $ 35,540 
l'av-(N- 2and 6) 362,890 
Accounts recei.vabJe, net of atlowaru» 

for doubfit.l accounts (Note 9) 414,953 
Olhc:t" receivables 6,270 
Prq,ald- 73,6:fl 
Depo<lt, 3,310 
Property and equipment. net (,Note 3) 2,71~414 

T®'II as.sets s 3,.61~074 

LW!U.ITIES AND NE1' ASSETS 

Liabilities: 
Accounts payable s 91,249 -- S'n,OS'J 
o..tit line (Nolo 5) 380,000 
NQlcs payable (Note 4) 828,750 
Unfunded aQClUCld pension COiis {Note 7) 5~1 

Total liabilities 2,433,297 

Neta:ssett: 
Unn,s1ric<cd: 

Uodeo\gnatcd 1,318,190 
Unfunded pension 1= (Note T) Q93~1S) 

524,912 
T-lyr<m<lcd (Note 6) 43,902 
Permanently restricted (Note 6) 601~ 

Total net weu 1,116.m 

Total liabilities and net aneb: $ 3,6U)z074 

The Noles to Financial Statements are an integral part of those statements. 

3 

2003 

$ 224,639 
340.735 

459,182 
2,841 

71.514 
2,163 

:!,776,!16 

$ 3.8'n~ 

$ 321,848 
134.879 
246,000 

I.085,424 
536~1 

2,9~W. 

1,136,455 

!793,211!) 

:!43,137 
41A17 -953,604 

S 3,877,996 



VERDUGO MENTAL HEALTH VERDUGOMENTALJlEALTH 

Sl'ATEMENTOF A<mVITIES 
STATOIENTOFflJNCl'JONALEXPENSES 

Yur Elided hlHI 30.2004 
Yeti' Ended J'uae ~ 1004 (With Compantive Totab fur the Y•.ar Ended Jvae 30, 2003) 

(W1tfl O,rnparative Totals for the: Ytar .Eadft! June 31'.>y 2003) 
l'R,OG'RAM 

T...,..nrlly -- Total T .... DMll ... WlA 

""""- lt- lle.ttrided 1004 2llOl "'"'""CT C<>mlUCT ~ 

l'VJILIC SUl'l'ORT AN!>- PROGRAM PROGJW< tllOGl!AM 

~ s 71,124 $ $ 2,597 $ 79.721 s 63,826 ........ ' 2,445,JU ' 2'19",732 ' 107,.SH 

o,,,pa,;,at. Adult l,693.SBO l,$3,580 1,577,784 r..)'f0lltai1• 194,33' ''""' ~"' En'floyN beoellt, ... niini:lm>tt ~16JM "'"' 29',SS! All2034 132,907 132,9Q7 153,325 
(:atWQRXs .. DMH 187,198 .. 187,198 244,880 T'*1alarie1aDdr.laled ~ ),Jlf.10 2'1.Sll 143,308 -'3).tll5 °""""'"' . Child 

1,988,Sl! .. .. 1,981,828 2,103,453 Adwm;iag l.Z76 l,02S .,,. 
12.,2-111 ~--- 231,800 .. 231,!00 190,336 AUWmobite and mileage 9,2!1l "' ... ..,,. 

Oatpatieat ~ Foothills Scboal 17&.l19 171,319 113,254 Bad ckbls osxpaue ~.,. 
o.y......., 361,280 361,280 372,939 Bii:!~~- 64Jll 6,765 ~'"' ,,,,., 

~~ "" 76 Dn,g ... 39.307 39,307 43,815 ~,upplioe$1111d~ 
13,11S ,.,.., 

"' "" -- 111,660 llJ.660 115,220 CMrultina-'~ ree, 41,.S.U us,m -" 159,005 159,00S 147,441 Pau~~ '·"' '·"' wtA·Youfh. J:53.214 153,174 204,615 Dllt$ad~ :.u)S4 '"" m "·"' WJA.AduJt· 33,588 33,S88 37,,403 
Equipmmt mainleam«, ..... "" '" 13,"64 

CalWOU:S~ ~ab\vc 52,004 
~t~tal ll,.433 l,111 .... 

"""' >2,(I04 60,()21 Ft£i}ify !easel lo,ll4 ,...,,. 
!lS,s.ll -- 28,991 28,991 28.991 -· 106,94) ,,, .. '·"' 12t,m -- 4S.17S 48,17.S 64,00S ~.tbuu:dl&ta=, 69.24J , .... ,.,,. 
l(M,,174 

Gefflnl telic:£ 1.812 -· 2.812 31,066 
....... _ 

"' Z1"1 ...... - 69,134 69,134 95,281 -- ,.,.. 
--Qoa) (2,9S5) 2,48S 36,JS6 35)86 (1,226) 

Of!Q.-4 pr.-, svppll= .,.,., 9,414, 1.$)$ ,,,,,.. -- '·"' 1le¢ovel'y of'bad ddQ: 195,419 .. -- 195,419 ·- Ph~ mldh:bor.tcry..-=s 11.1'2 ,,.,., 
Net Mff(S: teleased ftomt'Mricticm: - ,,.. ~,,. 

Satidi:CDOO ofprogranufflrictiotls -- -- .. l'ri!ltiagmidd11ptic:atioc JO:,kN- ,..,. 
"' 20,llS 

""""' """" 91.l).S '·"" 1,106 ...... 
Total pcbHc: nipport Uld m-emm S,741,450- 2,485 38,!}53 s.m,m s,64G.440 S:tnf~alllltmnms 2,116 747 ,. ,..., 

Supponjve urrict.s: 

"' '·"" EXPENSES T&JIQ--.Jli-.s '·"' " " ,.,,, -- 4,746,439 4,746,439 4,'ml}60 
TelqilxlrM,and ~ ICtVice , .. ,.. 4,719 ,...., 

11,6?,? IJIJ""" :l(IJ23 ... ,,, lJ15 S,pport- 766,84] 766,841 639,044 """ Faradnitin& acmces 46.43S 46,433 47,215 Total~..-bef«a<kpl'~ ),911,011 "°"" 18S,)91 ,,,,... ..... 14~ '·'"' '·"" T""1._. S.5$!>t71S .. S,SS9,71S 5,65?,219 
Tooil~ 4,04$,(iO(! ' ' 162.172 • 189i2!;! ~.M9.?I~_ 

CBANGE IN NET ASS&TS 181,735 2,ffl 3S,953 223,11.l (18,779) 
Tbll Notes to Pinaneial SUltemen1$ llfC an, fol¢im pM1 ofthh sta~ent, 

NET ASSE'll1, BEGINNING OFYIAlt 34~7 '*1,417 56USO 953,604 972)83 

NET ASSE'll1, END OF YIAlt $ .S24.ffl s 43902 s 607903 $1,176,777 S 953,604 

The Notes to Financial Statements: arc au mtegr.al plrt OC-tbis statm\epf. 
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vmDUGO MENTAL IIEALffl 

ST,\TEM.ENTSOFCASHFLOWS 
Yan Ended Jue 30, 2904 md 1003 

CASHFLOWS- l'ROM OtltltATING ACl'JVIT1ES 
Ch:an,cinndQMU I 
Adjamncntsto~chan,eillutmett 

to net~ pwridedby(11Kd m}opcntllle~ -_.,. ....... 
R.e.lizod llltd Wln:*lizod loG (lab)) l)Q; ~ 

~ (mcreue)in::-
A(~~k 
O!ber~ 
Prepaid GptnSeS -hlai:ue (6ei::n:ase) in ~ pa]'lhle Ind :IICC'nlcd ~ 

Oo:naae ffl acautd pc'lllioft liability 
Jmmrt and dMdePds rt:strictcd f« long-1!1!tffl purposrec 

Net cub pcovtded by (used in) opentmg ldivitkl 

CASH FLOWS FROM INVBS'TJNG ACTIVITIES 
SiJm.tcrm invescmtntf. alt 

~oftnVl':dfflellts ___ .,_ 
tutchunof~ """""""' ........ 

~ ..... lllfcd 111 im<esfin, ffli~ 

CASH FLOWS PROM FINANCING ACTM'll&S 
Cotloetion of interta _, ctiYidends 1Utricte.:1 fol' lcng-ceim fUIPONS 
Advanees.(npa,mcnts) on ~ofm:idh 
P'rinclpaf~on ~debl 

Net c;ub lt£Cd ftt .fiMndag 11:Vviftl 

Nd iru:rcuc (d~) ln C4$h lllO eash cquiYUn11 

CASll ANI> CASH EQOIV Al.&NI'8, bcptnin.g of,--

CASH AND CASH EQUIVAJ,.l;NTS., end of)'OII' $ 

SUPPLEMENTAL l>JSQ..OSUR.£ OF CASH FLOW INPOntATION 
liltmstpaid s 

The Notes fl') .FioMCial Statnncmts &Te an m.tcgra] part of these SWODents. 
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,... 
223,173 

87,153 
((9',<119) 

(20,S<ll) 

239.6<! 
(3,423) 
(2,ISJ) 
(l,147) 

(361,421} 

{11:lll} 

{Sl.ffl} 

'"""' (7l,"") 
60,017 

~~I~ 

0>.:164) 

1t,ll2 
134.000 

~,!!4l 
{fll.542} 

(189,099) 

224,639 

-= 
106,146 

2003 

$ (l~'/79) 

92,908 

16,341 

'6,.<02 
(479) 

(S,7lS) 

30S,902 
(40.023) 

t2,II~ 
~84! 

{7,552} 
(S9,S46) 
61,868 
p;'7) 

~-~ 

,.us 
(250.000) 

~40.201} 

2;81t~ 

l07)1:S9 

11~780 

.!.___ 224.639_ 

s 100,3~ 

Note 1. 

VERDUGO MENT,U, HE.U.TH 
(A Nonprofit Orgmizotioo) 

NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 and 2003 

SIGNIFICANT ACCOUl\"TING POLIClES 

Na/1:ln of A.cti,ltia 

Verdugo Mental Health (VMH) is a nonprofit corponation organized under the- laws of the State 
of Calitbmia for th• J'lllPOl!" of providing mental hcalth s<rvi<es to pati- in Glendale and the 
surrounding areas. The primary soun:es or VMH revenues are the federal. sta~ and loeal 
govenunents. Effective September 11> 2001 VMH changed its name from Verdugo Mental 
Health Center to Vordugo Mental Health. 

Metht.>d of Acco11ndng 

The financial statements ofVMH have been prepared on the accrual basis of eceounting. 

Wmptwative Fmancit:d JnformatUJn 

The financial statements include certain prior-year su.nmwiud comparative infonnation in 
total but not by net asset class or functionaJ classification. Such information does not include 
sufficient detail to constitute a pros"'1tation in conformity with accounting pril!cipl .. gc,,aally 
aceepted in the Uruted States of Am<riea. Accordingly, such informalion should be read ia 
conjunction with VMH~ s: financial statements for the Yt*' ended June 30* 2003¥ from whroh the 
surwnam.ed information was derived. 

-·ta 
The preparation of financial statemellfs in conformity with accounting principlf!S puerally 
accepted in the Uni.led States of America requires management to make estimates aod 
assumptions that affect ce:rtajn reported amounts and disclosures. Accordingly, actual results 
could differ from 11,ose estimates. 

Reve11u11 ttnd Rdau.d Accoums 

VMH receives program support from the County of Los Angeles Il<partment of Mental Health. 
Revenue from these programs is recognized when the contracted services an, provided. Fees 

may be collected from patients.. 
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VERDUGO MENTAL HEALm 
(A Nonprofit Organization) 

NOTES TO FINANCIAL STATEMENTS 
Juae 30, 2004 aud 2003 

Nole I, SIGNIFICANT ACCOUNTING l'OLICIES (Conlin••d} 

Co•tr{l,utll,Jtl 

VMH repons gifts of cash and other assets as restricted sup-port if they are received with donor 
stipulations that limit the use of the donated assets. When a donor restriction expires, that is, 
when a stipulated time restriction ends or purpose restriction is accomplished, tempon.ri:ly 
restricted net assets arc n,classified to unrestricted net assets and reported in the statement or 
activities as net 8S$etS reletued from mstrict:ions. VMH reports restricted contributions, whose 
restrictions are met in the same re.porting ~ as unrcstrlcted suppcn:t. In the absence of 
donor-imposed restrictions, VMll reports gift> of cash and other assets as unrestricted support. 

Contributions of smvices are recognized in the fi:nan<:ial statements if the services enhance or 
<reate noniinancial .,_ or require specialized skills, are pn,vided by individuals po,somng 
those skills; and would typically need 10 be put<llased if not provided by donalion. 

r-"""' 
In~ in marketable securities with readily determinable fair value$ and all investments 
in debt se.c:uritie& art: valued at their fairvalues. l>a.sed on quoted madet prices, in the statement 
of financial position. Investment income or loss (including n:a.tized and unrealized piDS and 
losses on investments, interest and dividend$) is: included in the change in net assets. No -en!.,_ of imeslmentsreprosents. significantooncenttouon of maricct rislc. 

Investnwnt m«m\e and pill$ ~ by donors are reported &.\ inereases in unrestricted net 
assets if the restrictions are met (either a stipulated time period ends or a pmpose restriction is 
accomplished) ln 1he same rq,orting period in whlch 1he income and pins are recognized. 

Ace,ountsR~e 

Amowrts io ~ receivable represent reimbursable expeooes net of the allowance for 
doubtful""""""" of$16S,395 and $3<S0,8!4 at June JO, 2004 and 2003, respectively. 

s 

Note!. 

VERDUGO MENl'AL HEALm 
{A Nonprofit Orgu:b:atton) 

NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 and 2003 

SIGNIFICANT ACCOUNTING POLICIES (Cootluued) 

Property and Equipment 

VMH capi"1izes all expenditures for P"'P""Y and equipment in excess of $5,000. Pl'openy and 
equipment are recorded at cost. Donated property and equipment are recorded at mazbt value 
at the time of transfer to VMH. Building and ~ment are depreciated on a straight-line besis 
over the: estimated oseful livet; of the a.s;s.m. The estimated useful life used for equipment and 
buildings ranges from J to 40 yeaIS. 

Statcn~nt of Cash Fwws 

For purposes of the statement of cash flows.. VMR oonsidm all ~ t~ cash 
investments purchased with a mah.tri1y of threo months or Jess to be cash equlvalents. 

lncume T4Xdl 

VMH is a not-for-profit coiporation exempt from income taxes under Section 50l(c)(3) of the 
Internal Revenue Code and similar California statutes. VMH is not comidel:od a private 
foundation. 

Note 2. rNVESTMENTS 

Qualifying equity securirics and all debt securities are required 10 be .........i al fair value, 
with gains and losses included in the statement of activities. Temporarily ~ 
invesnnent.s represent gifts m:eived by VMH. The gifts, along wl1h dividends, intorest and sny 
appreciation, are restricted by the donor for buil~ng improvements. {See Note 6} 
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Note 2. 

VERDUGOMENTALHEALffi 
(A Nonp..nt Orpoizatlon) 

NOTES TO F1NANCIA.L STATEMENTS 
Ju»e 30t :2004 and 1003 

INVESTMENTS (Continued) 

2004 

Cost 

U.S. 'Treosu!y •-
$ 25,158 

U.S. Agency notes 30,446 

c~""""' 56,104 
Cormnon stock 225,669 
Money llm!cot ......u.m 

~ 

lnVWll\ent incom.e (loss) is as follows: 

lntcrc,;t and divideod income 
Loss on se1c of investments 
Unrealized loss on investments 

Marlcot 
Value 

$ 24,320 
31,250 
56.25! 

237,757 
..:..lUli 

~ 

2003 
Made.et 

Cost Value 

$ 20,195 S 20,366 
30,446 32,870 
45,851 49,076 

227,647 213,058 

..AW. 25365 

W2.lll:I S J~Q 135 

2004 2003 

$ 15,344 
(439) 

--<2.lli 

S 9,115 
(5,517) 

.aMW 

~ $ 0226) 

Inv-manager fees w<re $3,826 and $3,271 for lhe years ended June 30, 2004 arul 2003, 
rcspedivcly. 

Note 3. l'l!.OPERTY AND EQUll'MENT 

Property and equipment at June 30 are as follows: 

Land 
Buildlnp 

--arul equipment C"""""'1ion in prog,,:ss 

Less accumulated depreciation 

10 

2004 2003 

$!,068,953 $1,068,953 
2,509,959 2,509,959 

114,200 232,669 
;.;i.ru 

3,716,763 3,811,581 
J.J1P1.li2 lJlz4&§:~ 

Sllll..4li $2.776.916 

Note 4, 

VERDUGO MENTAL HEALm 
(A Nonprofit Organization) 

NOTE8 TO FINANCIAL STATEMENTS 
Jur;tto 30, 2004 and 2003 

NOTES PAYABLE 

Notes payable at June 30 consist of the foUOWIDg: 

Note payable secun:d by building, interest at 
6.5%, due M")' 2004, payable in monthly 
instalhnen,s of $3,000 per month, including 
interest. with the balance due at maturity 

Nole payable socured by building. with a fix«! 
interest rate of 7.38%. The note is payable in 
monthly installments of S7.280 with additional 
predetermined calls of principal over the life of 
d,c loan, due2022 

Less CUITCl.11 portion 

s 

2004 

~ 

828,750 
,WlQQ 

S 893 zso 

2003 

S 232,016 

lli.421 

1,085,424 
~ 

S §28408 

Aggregate maturities or payments rtquired on principal under the notes-payabto for each of the 
succeeding five years arc as fullows: 

Yearl!lldlngJnne 30, 

2005 
2006 
2007 
zoos 
2009 
Thereafter 

$ 25,000 
25.000 
26,250 
30,000 
35,000 
~ 

$ §282$9 

lnoerest expense for lhe years ended June 30, 2004 arul 2003 was $84,824 arul $81,272, 
respectively. 
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Note S. Cltl!:DITUNi;: 

VERDUGOMENTAl,HEALTII 
(A Nonprofit Organization) 

NOTES TO FINANCIAL STATEMENTS 
J•ne 30, 2004 and 1003 

VMH has • C<>1nmercial line of crodit secured by real eslllte at 1530 Colorado Boulevard and 
other business property. The total amount available is $500,000 and bears interest at the bank's 
prime:ratc plus 1.5% (4.0% at June 30. 2004). The line is due on demand and matures April 3, 
2005. The balance due at 1 ... 30. 2004 aod 2003 w .. $380.000 aod $246,000. respectively. 

lntetest expeo.,e for the )'earS ended June 30, 2004 and 2003 was $16,417 and $15,606, 
rospcctively. 

Note 6. TEMPORARILY RESTRICTED AND PERMANENTLY RESTRICTED NET ASSETS 

Pennancntly NS!ricted net assets amounting to $607,903 and SS68,9SO as of June 30, 2004 and 
2003, respectively~ are restricted to investment in perpetuity, the income from which is 
expendable to support VMH's childnln~s and other programs. Temporarily restricted net assets 
amounling C<> $43,902 and $41,417 as ofJuru, 30, 2004 and 2003, respectively, are=tricted to 
building expansion. VMH bon:owed $220,000 from the permanently restricted investments and 
$36,763 m,m tempomt1y restricted invesnnents during the years ended June 30, 2002 end 
2001, n,sp;,,otively. These bom>wings were used to fund op<r>tions and meet woddng capital 
needs. VMH's .,...gem,,n1 anficlpw, n,paying these funds as operations improve and cash 
flow allows. 

Nole 7. DEJi1NED BENEF1T PENSION PLAN 

VMH has a noneontrib•to,y defined benefit pension plan that has been frozen since December 
31, 1996. The plan <O'lffl all employe<s who have met the digioility requirements. To be 
eligtl,le, an employee must be 21 year; of age (and under 65 years of age) and have completed 
one y,,ar of service, which may includo any prior employment in the health and welfare field if 
within 3 years prior to the date of hire by VMH. Also. fnmm: participants in any plan of the 
provider are irmnodmely eligtl,le. VMl!'s tunding policy changed during tl,e year ended June 
30, 2003 m,m making the minillium am,ual contrll>ution that is required by appMllble 
regulations to one that allows a more rapid funding of their obligations. The plan provides 
benofilS, which .,. based on !he employee's highest consecutive 36 monlhs compensation 
during the last 10 :iears of service before retimncnt. During the fiscal year ended June 30, 
1997, the moasurcment dote was changed m>m Ju .. 30to December 31. During the fiscal year 
ended Jnne 30, 2003, the """"""'"en! date was changed from December 31 to June 30, 
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VERDUGO MENTAL HEALTII 
(A Nonprofit Orgulzadoo) 

NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 and 2003 

Note 7. DEFINED BENEFIT PENSION PLAN (Contmoed) 

Pension expense for the :iears ended June 30, 2004 and 2003 was $296,194 and $361,282, 
respectively. 

The projected benefit obligation is the actuariaJ present value of that portion of the projected 
benefits attributable to employee service rendered to date. Service cost is the actuarial present 
value of that portion of the projected benefits. attributable to emplo~ service rendered during 
tbe year. 

For financial reporting purposes,. a ptmSion plan is considered underfunded when tho fair value 
of plan assets is less than the accumulated l>enent obligation. Wben that is the "!"C> a lW!ility 
must be recognized for the sum of the underfunded amount pfu.s: the amount of any pr.paid 
pension contn'butions. 

In recognizing such a liability, an intangible asset is. usually rooordcd, However, the amount of 
the lllWlgl"ble asset may not be greaJer than the sum of the prior service eosts not yet 
recognized and the unrecognl:ud transition obligation .. shown in the following toble. When 
the liability to be recognized is - than the in"'1)gible ssset limi~ a chaige must be made to 
unrestricted net .assets .fbr the difference. 

At lune 30, 2004 and 2003, a lW>ility of $S36,241 was recognized. Offi!ctting the liability at 
June 30, 2004 and 2003 w .. a cbaqi:e to un=trlcted not assets ofS793,2l8. 

The lbllowingtsble sets forth 1he plan's fu.nded<tatus as •fJ-30: 

Benefit obligation 
Plan assets at fair value 

Unfunded beoefit obligation 

Accrued benefit wst 
Benefit cost 
Employer contribution 
Benefits paid 
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2004 2003 

$ (1,438,923) S (1,442,727) 
.2QMll 906,486 

S (536241) S @§24]) 
(327,061!) (427,433) 

97,208 

308,772 59,676 



VERDUGO MENTAL IIEALTH 
(A Nooproflt Orgaolutloa) 

NOTES TO F1NANCIAL STATEMENTS 
June 30. 2004 and 2003 

Note 7. DEFINED BENEFIT 'PENSION PLAN {Coollnoed) 

The disc.owU :rate and the rate of increase in future compensation levels used in determining the 
~ imseot value of lhe benefit obligations were 6.0% at Deocmber 31, 2003 and 2-002. 
The oxpected long-term rate of return on plan .....,. was 6.0% fur !he plan yean ended 
December 31, 2003 and 2002. 

Note 8. TAX-DEFERRED ANNUITY PLAN 

On 1anuary I, 1997, VMH ente,ed into a tax-defem:d annuity plan qualified under Section 
403{b) oflhe lntemal Revenue Code. The plan coven, lilll-time employees ofVMH. Effective 
on the date of their employroen~ employees are eligi'ble to make conlributions to lhc plan up to 
tho rnax!mum amount allowed by lbe lntemal Revenue Code. After completiog one year of 
service. the employee is ctigl'ble to receive M employer contnbution at the employer's 
discretion. For the years ended June 30, 2004 and 2003, lhe employer did not contribute to ·the 
plan. The plan-wm,$600 forlbe yoan,cnded Junc30,2004 and 2003. 

Note 9. MAJOR CUSTOMERS 

Approximately 96% and 97% of VMH's total public support and revenuea for the_.. ended 
June 30, 2004 lUld 2003, !<$peclivcly, were derived through eon'™'" \lith local govorrunenlal 
agencies. Accounts receivable with these agencies, net of any allowances_ totaled $369.844 
and $424,961 at June 30, 2004 and 2003, respectively. A signifu:anl reduction in lhe level of 
this $Upp0rtk if thit were t-o occur, may have a significant effect on VMR's programs and 
activities. 
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VERDUGO MENTAL HEALTH 
(A Nonprofit Organization) 

NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 ind 2003 

Note 10. MANAGEMENT PLANS 

Prior to the previous year end VMH had incurred unusual net losses over e.vtic:r years in part 
due to unreimbursed expenses incurred for certain State of California programs under which 
VMH bad provided patient s~. VMH continues: to pur:suc and .an~ ev-entual 
reimb.,......!! fur these scmces du.ring lbe fiscal year ending Juno 31). 2llOS; bowever lbe 
ultimate timing and amount of suc;h reimbursements remain unknown at this time. VMH, by 
Board of Directors action, no longer provides such services. As a .msuJt of difficulties in 
achieving acceptable financial perfunnance, VMH OODlr.lcled wilh a .._eni .....im,g 
finn to develop and implement a plan to align cost of operations with expected revenues, 
Improve financial perfunnanee. di=ify its revenue base, and ""1iauce Board of Diiooton, 
oversight and policy development and ovmight. The management consulting firm mnained 
engaged lbroughool the cum:nt fiscal year, Wld« Boaro of Direciom oversight, lUld assisted 
management wilh planning and implementation of initiatives in t® areas of improved financial 
planning and management. infrastructure systems -enhancement, teVCtme divemfieatitm 
strategies. and overall operating perfonnanee improvement. Among the actions taken and 
implemented are ~ in operations budgeting and ~monitoring. salary and 
benefit cost managemen~ computer - """""-ts. computer hanlwme upg,>doo. 
management team organization, new revenue oourcc identification. cnbaoc«i clinical program 
planning and managemtnt, facility improvement pl,inning toward increased productivcy o! 
resources. and other infhlstnleture improVimlent. 

The :rcwlt of the above actions has been significant Md positive for the financial pertbtma.ooe 
of VMH, yielding an improved and strong financial result for !he current li,cal - ended June 
30, 2004. Operating perfunrumce continued lo improve over the already <ignifieanl 
improvement from !he prior fiacal y,,ar. Managemeot e,q,ects linlher imp~ of 
initiatives related to those described above to continue through the fiscal year ending June 30, 
2005 leading lo continued beru,jjcial results. Haviog acbieved signilieanl operating 
perfonnance improvement, VMH managemeot, witb support of lbe Boaro of Dinoctors and 
assistance of lbe currently engaged ~ oonsulting mm. is tumiog its locus IOwud 
future planning and implemeolalion of initiatives designed to insure VMH viability and 
successful operation and service to the eommunity into futum years. Such initiatives are in 
process in the areas of new clinical program development,. improved management in.fomud:ion 
and infrastructure systems, fee-for-service revenue based program$, new product li.nes;o ca.sh 
reserves augmentation and management and physieal facilities: re-devttopmem. 
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VERDUGO MENTAL llEALffl 
(A Noaprollt Oqanizatlon) 

NOTES TO FINANCIAL STATEMENTS 
June 30, 2004 and 2003 

Nole 11. COMMITMENTS AND CONTINGENCIES 

VMH leases facilities and equipment under noncancelable lease agreements, whieh expire 
through 2009. Thefutureminimumleasep,,ymonts ... duebyfiscal ~ .. fol!OWS". 

2005 
2006 
2007 
2008 
2009 

$ 70,804 
61,945 
42,553 

7,728 

~ 

~ 

O:ttain lwes provi<le for ""1t>Wal o;(ions and rost-of·living adjustm,ots. VMH also ronts 
facilities on a month-to-month basis.. fu:nt expense for 1he ye.us ended 1une .3~ 2004 and 2003 
WM $45.566 and$12S,53l, rcspeeu>ely. 

VMH has reeeived federal funds for specifie plllJlOlUlO that are subjeet to review and andit by 
the gnurtor agen<ies. Stroh grants oould geuerato expenditun, disa.llowanees - terms of the 
g,,mts. 'I'h= ""' no known expeuiliturcs under review at year-end fur wbieh VMH has not 
already ""°gni,:od a liability. 
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VERDUGO MENTAL BEALm 

SCHEl)lJLEOFEXPENDITURl!SOFFEl)ERALAWARDS 
Ye•r Encred June 30. Z004 

Federal Grantor 
J'au,.tbrougb Gntntor 

Program Title 

U.S. Depiirtmeut or Health ud Human Services 

Pass-through from State Department of Mental Hcaltb to 
Los Angeles County Department of Mental Health 

Mental Health Setvice, 

Pass.through from Lo:; Angeles County Department of 
Health Services 

Block Grants for Prevention and Treatm.mt of 
Substance Abuse 

Totat U.S. Department ofHoa!th and Human Services 

U.S. Dtpartmellt·ofX..bor 

P~ m,m State D<,pa,1m<ntofllmpl- to 
City of Glendale Community Dcvelopnu,nt and Hou.sins 
~ent 

Workforce Investment Act 

Total U.S. Department Qf Labor 

The ~ng notes am: an integral pnrt of this schedule. 
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Federal 
Cll>A 

N•mbcr 

93.778 

93.959 
93.959 
93.959 
93.959 
93.959 

17.250 
17.250 
17.250 

G.,..tl 
Coatract Federal 
Numt,.,. E>p,,odl-

01490 

!1212669A 
!1212669C 
H212669B 
H:!00345 

H30034SA 

103378 
103379 
103416 

S 2,053,741 

95,429 
146,543 
36,251 

2,&12 

$""004 
333,1039 

2;l86,71ll 

37,621 
llS,6SJ 
33~88 

1361.&62 



VERDUGO MENTAL Hl!.Al.m 

SCHEDULE OF EXPENDITURES OF FEl>ERAL AW ARDS (C.nllnucd) 
YeJU" Ended June 30, 2004 

Fcdmtl Gnfflr 
r-u,,..llgl,C..nlor 

Pn,gnnnlitle 

U.S. Dtpatbneat ofH0;UJiag nd Urban Dewlropm.qt 

P~ lrom Loo Angelos Coutey Commnnl\Y 
°""'~~Communi,yDe .. lopal<ut 
Blod< o...t 

Verd•SD !!o<n<,I"' °'"'"""" Project 

Total U.S. Department of Housing and Urban 
Dc~dopment 

Total Fedmll Awanh 

The -ying notes am on integ,al part of tbis scliedule. 
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F..i.r.t 
CF1)A 

Number 

14,218 

GruU 
a.,.,... Federal 

N.,.l>er EllJM"dl'""' 

E97SOJ-OJ S 28.991 

28,991 

$ 2,602,633 

VERDUGO MENTAL HEALlll 

NOTES TO SCIIEDULE OF EXl'ENDITUllES OF FEDERAL AW ARDS 
Year Ended June 3-0, 2004 

Notel. BASISOFPRESENTATION 

The accompanying sdu,dule of~ of federal awards is ptq>ared on tbc aa:rnal basis of 
accounting. The infbnn.ttion in this sdtooule is presented in atXOidance with the requirement& of 
OMB Cucul4'" A-jj3. AudiJs of Slales. L,ca/ G- and Ncn-Prafit Organizmwn,. 
Then:forl:, som<: amourus presented in this scbedulo may differ from amount. presonted in, or 
used in the p,q,.,ralion ot the basic !inan,:ial stalcmonts. 

Notd. SUBRECIPIENTS 

Of the federal expenditutes presented in !he sehedule, Verdugo Mental Hcaltb provwed federal 
awatds to subrecipients as f¢llows: 

PrognmTitle 

Pass through from State l)epa,:1mffit 
Of Mental Health to Los Angela! 
County~ofMmWHea!th 

MedicalJ\SsistanceProgram 

19 

Fed<nlCFDA 
Number 

93.m 

Amouat Provided 
lo Subredpient. 

$ 412,$00 



HUTCHINSON and 

BLOODGOOD LLP 
~l"\lfli.lC~Nffll:ANDCXINIUl:uuns 

101 N. Br.....:t 81vd •• Ste, teOo 
~l•,CAt'120S 

t818.Q1'.SOOOf.ftHW!:40.0949 
wWW.hbllt~fl'\ 

INDl!l'ENDENT AUDITORS' Rl!.PORT ON COMPLIANCE Al'II> ON INTERNAL 
CON'l'ROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF 
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 

To ll!c Board of Directors of 
Verougo Mental Heallh 

We have audited !he finam:i>l stat""""'ts of Verdugo Menllll Heallh (a nonprofit organiution) as 
of and for the year ended June 30. 2004. and have issued our report thereon dated October 13, 
2004. We cond\1<:1<,d our audit in"""°"""" wilh auditing standards generally accepted in the 
United States of Amorica and the -.liud! applicable to financial audits contained in 
<Jowm!mmt Audilh1g Standard,, issued by the Comp<roller General of <he Unit,d States. 

CQmpU,,nu 

As part of obtaining reasonable assurance abont whether Verdugo Mental Health's firumcial 
statements are free of material mit.statement. we performed tests of its compliance with certain 
provisions of laws, regulations~ contracts and grants, noncompliance with which could have a 
dITTet and material eftect on the detctmination at financial statement ~ However, 
providing an opinion on compliance with those provisions was not an objective of our audit and,, 
accordingly. we do not oXprm such '° opinion. The results of our tests disclosed no m~al 
instanocs of noncompliance that are required to be rcpomd under Govtrnmont Auditing 
Standards. Our test did disclose Immaterial instances of noncompliane< !hat we have reporud to 
manag,,rzoot ofVordugo Mental Health in a scpatate lc!!er dmd October 13, 2004. 

Internal Control Over Flmmd4/ Rep,,rti,qr 

In planning and perlbnning our audit, we ~idered Verdugo Mental Health's internal control 
over linaneill reporting in ordot to d-our auditing pro<:<,dures for the pwpose of 
expressing our opinion on the financial statements and not ro prmide assurance on the internal 
cootrol ()V(:f financial reporting. Our consideration of the internal control over financial 
ttp(ming would not necessorily disclose. -aJt matters in the internal control over financial 
t<lpOrting !hat might be material...-, 

20 

A material weakness is a reportable condition in which the desi&n or operation of one or more of 
the intcma.1 control components doe.9 not reduce to a relatively low level the risk tfw 
rnisstBtements ca\1$Cd by error or fraud in amounts that would be material in relarion to the 
fulaneial statements being audited may oocur and not be detected within a timely period by 
employees in the normal course of perfonnfug their assi~ functions. We noted no mlttcfs 
involving the internal control over financial reporting and its oper91ion that we consider to be 
material wealcnesscs. 

The report is intended solely for the inronnation and use of the audit committee_ management, 
and federal awarding agencies and pass-through entities and ls not .intended to b¢ and sbould not 
be used by anyone other than these specified parties. 

~.~~u)J 

Glendale, Cali.fomia 
October 13, 2004 
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HUTCHINSON and 

BLOODGOOD LLP 
~PUBl.lC~-~TAM$ 

10t N. e..,,.d Sivd., Sta, 1800 
G~,CA9t203 

t 8 J&.fl'.37.5000 f 8 I 8.a.to.ofM9; ----
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH fflE 

REQUREMENfSAPPUCABLE TO EACHJ\tAJOR PROGRAM ANI> ON 
INTERNAL CON'I'.ROL OVER COMPUANCE IN ACCORDANCE WITH 

TotheBoardofD-of 
Verdugo Mental Health 

C,,mpllm,ce 

OMII CIRCULARA-133 

We have audited the COlllPliance of Verdugo Mental Health (a nonprofit organization) with the 
types of c:ompliauee ~ described in the U.& Office of Managem<n1 and Budg,1 
(OM.BJ Circular A-133 Complianc« Supplemen: that are appliCilble to each of its major federal 
pt<>grams for the year ended June 30, 2004. Verdugo Mental Health's major federal programs 
are identified in the summary of audi:ton' results section of the accompanying schedule o( 
findings and questioned"""- Compliance with the n:qniremCllls of laws, "'81llations, contracts 
and grants applicable to each of its major federal programs i4 the responsibility of Vefdugo 
Menial Health's _..t OUr re<p<>nstl>ility is to express an opinion on VerdU8<) Mental 
Health •s oomplia.noe: bued on OlU' audit 

W• conduaod our audit of compliance in aocontaoce with audiling --generally accepted 
in the United s ..... of Am<rica; the stuJdan!s applicable to financial audits contained in 
G<,vm,me,fl Audilh,g Slm,dards, i.ssned by the Comptroller Geru,raJ of the United States; and 
0MB Cin:ular A-133, Audits ef Stotu, L<t<"1 ~ .,.4 Non-Profit OrganiJlolion,. 
Those --., and OMB Cim>lM A-133 ffijnito 1hat we plan and perfbnn tho audit lo obtain 
reaaonablc llSSlltllllCe about wbe<her nom:omplianee with the types of <Otllpliance requirements 
refemd to above that eould have a direct and material effect on a major federal pmgrmn 
occurred. An audit includes: examining. on a test basis. evidence about Verdugo Mental Health's 
complianee with those requiremmts and perfotmmg such other procedures a.s we considered 
necessary in the ~ We believe that our audit provides. a reasonable basis for our 
opinion. Our audit does not provide a legal demnnination on Verdugo Menial Health's 
comp!J.,nce wnh those~ts. 

fn our opinion. Verdugo Mental Health complied. in a1I material respects,, with the requirements 
referred to above-that are applicable to each ofil$ major federal programs for !be year ended Jtme 
30,2004. 
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Internal Control Over Compli111tce 

The managemenl of Verdugo Mental Health is responsible for establishlng and maintaining 
e.fftdive internal control over compliance with rcquimnenb of laws, regulations, eonttacts and 
grants applicable to federal programs. In planning and performing our audit. we considered 
Verdugo Mental Heallb's internal control over compliance with requirements that could have a: 
dinct and malerial effect on a major federal progt1lll\ in order to del<,mine our auditing 
procedures for the purpose of expressing our opinion on compliance- and to ten and report on 
internal control over compli.am.e in accordance \Vlth OMB Circular A· 133. 

Our consideration of the internal control over compliance would not necessarily diselo$e all 
matters in the internal control that might be material weak:ncsses. A mat«ial weakness, is a. 
reportabk: eondltion in which the design ot operation of one or more of the intetnaf control 
components does not reduce to a relatively low level the risk that nonoompliance with applicabJe
requirements of laws. regulations, contracts and grants ~used by error or fraud that would be 
material in rdalion to a major fedcnl program being audited may occur and not be detected 
within a timely period by employees Jn the normal course ofperfonning their assigned :functions. 
We noted no matters involving the internal control over compliance and its operation that we 
consider to be material weaknesses. 

The report is intended solely for the infonnation and use of'the audit commit!~ management. 
others within the organization and federal awarding agencies: and pa.,s,-througb entities and is not 
intended to be and should nor be used by anyone other-than these specified parties. 

~µJ~l,if 

Glondale, Califomia 
October 13, 2004 
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VERDUGOMENTALHEALTII 

S<-'llED!JLE OF FINDINGS AND QUESTIONED COSTS 
Year Ended June 30, 2004 

Section I -Summary of Audlton lwullll 

Fl•llllckll &,,,,_..,, 

Type of auditors ttpmt issu.ed: 

Internal conlrol ovv financial rq,or1ing: 

• Material ~es)idemlied? 

• Reportable condilion(s) identified that"" not 
eonsidered to he material woalalcs6( .. )? 

• Nonoompliance material to financial statements 
IIOl<d? 

Fetf""'1Awarb 

!ntamal con1rol over major programs: 

Unqualified 

Yes .._X_ No 

YO$ -1L... None reported 

Yes -1L... No 

• Materialwcakness(es)id<atilied? __ Y .. .....X.... No 

• Rapomble condition(s) identified that m not 
considered to be material wcala,=(e,)? __ Yes _x_ None reported 

Type of auditors rq,ott issu.d on compliaoco 
for major programs: Unqualified 

Any audit findings discloml that are required to 
he reported in ac,•>r<la,u,e with section 
SlO(a)ofCiroularA,-133? __ v .. _1l_ No 

ldentilica1ion of major program: 

CFDA N""'bu 

93.nS 

24 

Name •f Federal Program 

Medical Assistance Program 

VERDUGO MENTAL l!EAL'!H 

SCHEDULE OF FINDINGS AND QIJESTIONED COSTS 
y .. , Ended-· 30, 2004 

Section I -Summary of Auditon ltesufts; 

Fderal Awards (continued) 

Dollar threshold used to distinguish between 
type A and type B programs: 

Auditee qualified as low-risk auditee? 

Section Il -Financial Statement Findings 

No matters- were reported. 

S 300,000 

-A- Yeo __ No 

Sectkln m - Federal Award Findings and· Quffl:ioned Costs 

No matten· were reported. 

ZS 



APPENDIX C 

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS 

The follozving is a su1nmary of certain provisions of the Indenture, the Loan Agreen1ents, the Contracts of Insurance, 
the Regulatory Agrerrnents and the Deeds of Trust, rvhich are not described elservhere in th is Offici.al Statement. These 
sum1naries do not purport to be comprehensive and reference should be ,nade to the indenture, the Loan Agree,nen.ts, the 
Contracts of Insurance, the Deeds of Trust and the Re&ulatory Agree,nents for a full and co,nplete statement of their 
provisions. All capitalized tent1s not defined in this Official Statement have the meaning set fOrth in the Jndenture or in the 
Regulatory Agreements. 

DEFINITIONS OF CERTAIN TERMS 

"Accountant" means any Independent certified public accountant or firm of such accountants with a 
national or regional reputation selected by a Corporation and acceptable to the Office, and so long as such 
Accountant is acceptable to the Office. 

"Act" means the California Health Facilities Financing Authority Act, constituting Part 7.2 of Division 3 
of Title 2 of the California Government Code, as now in effect and as it may from time to time hereafter be 
amended or supplemented. 

"Additional Pay111ents" means payments so designated and required to be made by the Corporations 
pursuant to the Loan Agreements. 

"Adjusted Annual Operating Revenues" means operating revenue and investment income of a Corporation, 
less contractual allowances, allowance for bad debts and free services for any Fiscal Year, all as determined in 
accordance with generally accepted accounting principles. 

"Affiliate" means a Person which, directly or indirectly through one or more intermediaries, controls, is 
controlled by or is under common control with a Corporation. 

"Aggregate Debt Sen;ice" means, as of any date of calculation and with respect to any period, the sum of 
amounts of Debt Service for all Long-Term Indebtedness for such period. 

"ALTA" means American Land Title Association. 

"Asian Community" means Asian Community Center of Sacramento Valley, lnc., a nonprofit, public 
benefit corporation and 501(c)(3) Organization duly organized and existing under the laws of the State, or any 
corporation which is the surviving, resulting or transferee corporation in any merger, consolidation or transfer of 
assets permitted under the Asian Community Loan Agreement or the Asian Community Regulatory Agreement. 

"Asian Contmunity Continuing Disclosure Certificate" means that certain Continuing Disclosure Certificate 
of Asian Community, dated the date of issuance and delivery of the Bonds, as originally executed and as it may 
be amended from time to time in accordance with the terms thereof. 

"Asian Co,nmunity Contract of Insurance" means that certain Contract of Insurance, dated as of April 1, 
2005, among the Authority, the Office and Asian Community, as originally executed and as amended from time 
to time in accordance with its terms. 

"Asian Conununity Deed of Trust" means that certain Deed of Trust with Fixture Filing and Security 
Agreement, dated as of April 1, 2005, to be executed by Asian Community, as trustor, in favor of the trustee 
thereunder for the benefit of the Office and the Trustee, as beneficiaries, as amended, modified and supplemented 
from time to time. 

"Asian Con11nunity Loan Agreement" means that certain Loan Agreement, dated as of April 1, 2005, by and 
between the Authority and Asian Community, as originally executed and as amended from time to time in 
accordance with its terms. 

"Asian Community Regulatory Agree,nent" means that certain Regulatory Agreement, dated as of Apri11, 
2005, among the Authority, the Office and Asian Community, as originally executed and as amended from time 
to time in accordance with its terms. 

Appendix C 
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"Authority" means the California Health Facilities Financing Authority, a public instrumentality of the 
State. 

"Authorized Representative" means, (a) with respect to the Corporation, its President, its Chief Executive 
Officer or any other person designated as an Authorized Representative of the Corporations by a Certificate of the 
Corporation signed by its President or Chief Executive Officer and filed with the Trustee, and (b) with respect to 
the Office, the Director of the Office or the Deputy Director of the Cal Mortgage Loan Insurance Division or any 
other person designated as an Authorized Representative of the Office by a Statement of the Office signed by its 
Director or the Deputy Director of the Cal Mortgage Loan Insurance Division and filed with the Trustee. 

"Board" means the Board of Directors of a Corporation. 

"Bond Counsel" means Independent counsel of recognized national standing in the field of obligations the 
interest on which is excluded from gross income for federal income tax purposes, selected by the Corporation and 
acceptable to the Authority and the Office. 

"Bond Reserve Account" means the account by that name in the Revenue Fund established pursuant to the 
Indenture. 

"Bond Resen,e Account Requiren1ent" means, as of any date of calculation, an amount equal to Maximum 
Annual Bond Service on all Bonds Outstanding as of such date or such larger amount as may be established as the 
Bond Reserve Account Requirement by any Supplemental Indenture. 

"Bonds" means the California Health Facilities Financing Authority Insured Refunding Revenue Bonds 
(Small Facilities Refinancing Program), 2005 Series A, issued under the Indenture. 

"Bond Year" means the period of twelve consecutive months ending on April 1 in any year in which 
Bonds are Outstanding. 

"Business Day" means any day other than a Saturday, Sunday, or a day on which banking institutions in 
the city in which the Principal Corporate Trust Office of the Trustee is located are authorized or obligated by law 
or executive order to be closed or a day on which the Federal Reserve System is closed. 

"California Autism" means The California Autism Foundation, Inc., a nonprofit, public benefit corporation 
and 501(c)(3) Organization duly organized and existing under the laws of the State, or any corporation which is 
the surviving, resulting or transferee corporation in any merger, consolidation or transfer of assets permitted 
under the California Autism Loan Agreement or the California Autism Regulatory Agreement. 

"California Autism Continuing Disclosure Certificate" means that certain Continuing Disclosure Certificate 
of California Autism, dated the date of issuance and delivery of the Bonds, as originally executed and as it may be 
amended from time to time in accordance with the terms thereof. 

"California Autism Contract of Insurance" means that certain Contract of insurance, dated as of April 1, 
2005, among the Authority, the Office and California Autism, as originally executed and as amended from time to 
time in accordance \vith its terms. 

"California Autism Deed of Trust" means that certain Deed of Trust with Fixture Filing and Security 
Agreement, dated as of April l, 2005, to be executed by California Autism, as truster, in favor of the trustee 
thereunder for the benefit of the Office and the Trustee, as beneficiaries, as amended, modified and supplemented 
from time to time. 

"California Autism Loan Agree,nent" means that certain Loan Agreement, dated as of April 1, 2005, by and 
between the Authority and California Autism, as originally executed and as amended from time to time in 
accordance with its terms. 

"California Autism Regulatory Agree1nent" means that certain Regulatory Agreement, dated as of April 1, 
2005, among the Authority, the Office and California Autism, as originally executed and as amended from time to 
time in accordance with its terms. 

"Capital Replacement Amount" means the amount required to be deposited in each Fiscal Year to the 
Capital Replacement Fund under each Regulatory Agreement. Such amount shall be calculated by each 
Corporation in each year and certified to the Office. 
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"Capital Replacement Fund" means the fund by that name established pursuant to the Regulatory 
Agreements. 

"CERCLA" means the Comprehensive Environmental Response, Compensation and Liability Act of 1980 
(42 U.S.C. § 9601 et seq.), as heretofore or hereafter amended from time to time. 

"Certificate," "Staternent," "Request," "Requisition" and "Order" of the Authority, the Office or the 
Corporations mean, respective]y, a written certificate, statement, request, requisition or order signed in the name 
of the Authority by its Chairman, Executive Director, Deputy Executive Director or such other person as may be 
designated and authorized to sign for the Authority, or in the name of the Corporations or the Office by an 
Authorized Representative of the Corporations or the Office, respectively, and delivered to the Trustee. Any such 
instrument and supporting opinions or representations, if any, may, but need not, be combined in a single 
instrument ,vith any other instrument, opinion or representation, and the two or more so combined shall be read 
and construed as a single instrument. 

"Clinicas" means Clinicas del Camino Real, Inc., a nonprofit, public benefit corporation and 501(c)(3) 
Organization duly organized and existing under the laws of the State, or any corporation which is the surviving, 
resulting or transferee corporation in any merger, consolidation or transfer of assets permitted under the Clinicas 
Loan Agreement or the Clinicas Regulatory Agreement. 

"Clinicas Continuing Disclosure Certificate" means that certain Continuing Disclosure Certificate of Clinicas, 
dated the date of issuance and delivery of the Bonds, as originally executed and as it may be amended from time 
to time in accordance with the terms thereof. 

"Clinicas Contract of Insurance" means that certain Contract of Insurance, dated as of April 1, 2005, among 
the Authority, the Office and Clinicas, as originally executed and as amended from time to time in accordance 
with its terms. 

"Clinicas Deed of Trust" means that certain Deed of Trust with fixture Filing and Security Agreement, 
dated as of April 1, 2005, to be executed by Clinicas, as trustor, in favor of the trustee thereunder for the benefit of 
the Office and the Trustee, as beneficiaries, as amended, modified and supplemented from time to time. 

"Clinicas Loan Agreement" means that certain Loan Agreement, dated as of April 1, 2005, by and between 
the Authority and Clinicas, as originally executed and as amended from time to time in accordance with its terms. 

"Clinicas Regulatory Agreement" means that certain Regulatory Agreement, dated as of April 1, 2005, 
among the Authority, the Office and Clinicas, as originally executed and as amended from time to time in 
accordance with its terms. 

"Closing Date" means the date upon which there is a physical delivery of the Bonds in exchange for the 
amount representing the purchase of the Bonds by the Original Purchaser. 

"Code" means the Internal Revenue Code of 1986 and the regulations issued thereunder or any successor 
thereto. Reference to any particular Code section shall, in the event of such successor Code, be deemed to be 
reference to the successor to such Code section. 

"Community Medical" means Community Medical Centers, Inc., a nonprofit, public benefit corporation 
and 501(c)(3) Organization duly organized and existing under the laws of the State, or any corporation which is 
the surviving, resu]ting or transferee corporation in any merger, consolidation or transfer of assets permitted 
under the Community Medical Loan Agreement or the Community Medical Regulatory Agreement. 

"Community Medical Continuing Disclosure Certificate" means that certain Continuing Disclosure Certificate 
of Community Medical, dated the date of issuance and delivery of the Bonds, as originally executed and as it may 
be amended from time to time in accordance with the terms thereof. 

"Community Medical Contract of lnsurance" means that certain Contract of Insurance, dated as of April 1, 
2005, among the Authority, the Office and Community Medical, as originally executed and as amended from time 
to time in accordance with its terms. 

"Community Medical Deed of Trust" means that certain Deed of Trust with Fixture Filing and Security 
Agreement, dated as of April 1, 2005, to be executed by Community Medical, as trustor, in favor of the trustee 
thereunder for the benefit of the Office and the Trustee, as beneficiaries, as amended, modified and supplemented 
from time to time. 
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"Conimunity Medical Loan Agreement" means that certain Loan Agreement, dated as of April 1, 2005, by 
and between the Authority and Community Medical, as originally executed and as amended from time to time in 
accordance with its terms. 

"Community Medical Regulatory Agreement" means that certain Regu]atory Agreement, dated as of April 1, 
2005, among the Authority, the Office and Community Medical, as originally executed and as amended from time 
to time in accordance with its terms. 

"Continuing Disclosure Certificates" means, collectively, the Asian Community Continuing Disclosure 
Certificate, the CaJifornia Autism Continuing Disclosure Certificate, the Clinicas Continuing Disclosure Certificate, 
the Community Medical Continuing Disclosure Certificate, the Social Model Continuing Disclosure Certificate, 
the SCADP Continuing Disclosure Certificate and the Verdugo Continuing Disclosure Certificate. 

"Contracts of Insurance" means, collectively, the Asian Community Contract of Insurance, the California 
Autism Contract of Insurance, the Clinicas Contract of Insurance, the Community Medical Contract of Insurance, 
the Social Mode] Contract of Insurance, the SCADP Contract of Insurance, and the Verdugo Contract of 
Insurance. 

"Corporations" means, col1ectively, Asian Community, California Autism, CHnicas, Community Medicat 
Social Model, SCADP and Verdugo. 

"Costs of Issuance" means all items of expense directly or indirectly payable by or reimbursable to the 
Corporations and related to the authorization, issuance, sale and delivery of the Bonds, including but not limited 
to the upfront premium and certification and inspection fees payable to the Office on the Closing Date, 
advertising and printing costs, costs of preparation and reproduction of documents, filing and recording fees, 
initia] fees and charges of the Trustee (including legal fees and charges of its counsel), legal fees and charges, fees 
and disbursements of consultants and professionals, rating agency fees, fees and charges for preparation, 
execution, transportation and safekeeping of Bonds, and any other cost, charge or fee in connection with the 
original issuance of Bonds. 

"Costs of Issuance Fund" means the fund by that name established pursuant to the 1ndenture. 

"Debt Service," when used ,vith respect to any Long-Term Indebtedness, means, as of any date of 
calculation and with respect to any period, the sum of 

a. the interest falling due on such Long-Term Indebtedness during such period (except to the 
extent that such interest is payable from the proceeds of such Long-Term Indebtedness set aside for such 
purpose), and 

b. the scheduled principal (or mandatory sinking fund or installment purchase price or lease 
rental or similar) payments or deposits required with respect to such Long-Term Indebtedness during 
such period (except to the extent such principal is payable from the proceeds of such Long-Term 
Indebtedness set aside for such purpose), computed on the assumption that no portion of such Long
Term Indebtedness shall cease to be outstanding during such period except by reason of the application 
of such scheduled payments, provided, horvever, that for purposes of such computation: 

(1) if Long-Term Indebtedness is 

(a) secured by an irrevocable letter of credit or irrevocable line of credit issued 
by a financial institution having a combined capital and surplus of at least fi~y million 
dollars ($50,000,000) and whose unsecured securities are rated in one of the two highest 
short-term or long-term Rating Categories (without regard to numerical modifier) by 
each rating agency then rating the Bonds, or 

(b) insured by an insurance policy or surety bond issued by an insurance 
company rated at least A+ by Alfred M. Best Company in Best's Insurance Reports, 

principal payments or deposits with respect to such Long-Term Indebtedness nominally due in 
the last Fiscal Year in which such Long-Term Indebtedness matures may, at the option of a 
Corporation, be treated as if they were due as specified in any loan agreement or instal1ment 
sale/purchase agreement issued in connection with such letter of credit, line of credit, insurance 
policy or surety bond or pursuant to the repayment provisions of such letter of credit, line of 
credit, insurance policy or surety bond (or, if such loan agreement or installment sale/purchase 
agreement or repayment provisions provide for repayment over less than 20 years and the 
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Trustee receives a Statement of a Corporation to the effect that the Corporation intends to 
refinance such Long-Term Indebtedness prior to maturity, as if they were amortized over a 20-
year period with substantially level debt service) and Jnterest on such Long-Term Indebtedness 
after such Fiscal Year shall be assumed to be payable at an interest rate equal to a rate per 
annum equal to the 25-year revenue bond index most recently published preceding the date of 
calculation in The Bond Buyer (subject to any adjustment for errors therein which may be 
acknowledged by the publishers thereof); 

(2) if interest on l,ong-Term Indebtedness is payable pursuant to a variable interest rate 
formula, the interest rate on such Long-Term Indebtedness for periods when the actual interest 
rate cannot yet be determined shall be assumed to be equal to the greater of 

(a) the average rate of interest borne (or which ,vould have been borne) by 
such Long-Term Indebtedness during the Fiscal Year immediately preceding the date of 
calculation plus one percent (1°/o), or 

(b) the average rate of interest borne by such Long-Term Indebtedness during 
the thrt:>e full calendar months immediately preceding the date of calculation plus one 
percent (1°/o); 

(3) if interest is capitalized with respect to Long-Term Indebtedness, Debt Service on 
such Long-Term Indebtedness shall be included in computations of Maximum Aggregate 
Annual Debt Service under the Regulatory Agreements only in proportion to the amount of 
interest payable in the then-current Fiscal Year from sources other than amounts funded to pay 
such capitalized interest; 

(4) with respect to a Guarantee, there shall be included in the Debt Service of a 
Corporation 

(a) twenty-five percent (25°/o) of the Corporation's maximum possible 
monetary liability under the Guarantee in any Fiscal Year unless the Guarantee is 
drawn upon, and 

(b) one hundred percent (100<;/o) of the Corporation's monetary liability under 
the Guarantee which has been drawn upon, until such time as all amounts drawn upon 
the Guarantee have been repaid to the Corporation, and for two Fiscal Years thereafter; 
and 

(5) if moneys or Investment Securities described in Subsections (1), (2), (5) or (6) of the 
definition thereof contained in Section 1.01 of the Indenture (not callable by the issuer thereof 
prior to maturity) have been deposited with a trustee or escrow agent in an amount, together 
with earnings thereon, sufficient to pay the principal of or interest on Long-Term Indebtedness 
as it comes due, such principal or interest, as the case may be, shall not be included in 
computations of Debt Service. 

"Deed Trustee" means the Person at the time serving as such under the Deeds of Trust. 

"Deeds of Trust" means, co1lectively, the Asian Community Deed of Trust, the California Autism Deed of 
Trust, the Clinicas Deed of Trust, the Community Medical Deed of Trust, the Social Model Deed of Trust, the 
SCADP Deed of Trust and the Verdugo Deed of Trust. 

"Depository" means The Depository Trust Company and its successors and assigns, or any other 
Securities Depository selected as set forth in the Indenture, which agrees to follow the procedures required to be 
followed by such depository in connection with the Bonds. 

"Dissernination Agent" means the dissemination agent identified in the Continuing Disclosure Certificates. 

"Event of Deja ult" means any of the events specified in the Indenture. 

"Facilities" means 

a. the real property described in each Regulatory Agreement and a II real property required to be 
added, from time to time, to this definition of Facilities pursuant to such Regulatory Agreement; 
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b. all buildings and structures thereon and fixtures and improvements thereto, whether now 
existing or hereafter constructed, installed or acquired; and 

c. all tangible personal property owned by a Corporation, ,vhether now existing or hereafter 
constructed, installed or acquired, and used in, around or about the aforesaid real property, including but 
not limited to the personal property described in its Regulatory Agreement. 

"Fiscal Year" means the official fiscal year period of a Corporation. 

"501(c)(3) Organization" means an organization described in section 501(c)(3) of the Code. 

"Govern1nental Unit" shall have the meaning set forth in Section 150 of the Code. 

"Gross Revenue Fund" means the fund by that name established pursuant to the Loan Agreements, 

"Gross Re11en ues" means all revenues, income, receipts and money received in any period by a 
Corporation (other than donor-restricted gifts, grants, bequests, donations, contributions, and tax revenues), 
including, but without limiting the generality of the foregoing, the following: 

a. gross revenues derived from its operation and possession of and pertaining to its properties, 

b. proceeds with respect to, arising from, or relating to its properties and derived from (1) 
insurance (including business interruption insurance) or condemnation proceeds (except to the extent 
such proceeds are required by the terms of the Regulatory Agreements or other agreements with respect 
to the Indebtedness which the Corporation is permitted to incur pursuant to the terms of the Regulatory 
Agreements) to be used for purposes inconsistent with their use for the payment of Loan Repayments, 
Additional Payments or similar payments with respect to Parity Debt, (2) accounts, including but not 
limited to, accounts receivable, (3) securities and other investments, (4) inventory and intangible 
property, (5) payment/reimbursement programs and agreements, and (6) contract rights, accounts, 
instruments, claims for the payment of moneys and other rights and assets now or hereafter o,vned, held 
or possessed by or on behalf of the Corporation, and 

c. rentals received from the lease of the Corporation's properties or space in its facilities. 

"Guarantee" means any obligation of a Corporation guaranteeing in any manner, whether directly or 
indirectly, any obligation of any Persons which would, if such Persons were the Corporation, constitute Long
Term Indebtedness. 

"Hazardous Material Activity" means any actual, proposed or threatened storage, holding, existence, 
release, emission, discharge, generation, processing, abatement, removal, disposition, handling or transportation 
of any Hazardous Materials from, under, into or on the Facilities or surrounding property. 

"Hazardous Materials" means 

a. any chemical, material or substance now or in the future defined as or included in the 
definition of "hazardous substances," "hazardous wastes," "hazardous materials," "extremely hazardous 
waste," "restricted hazardous waste," "infectious waste," "toxic pollutant" or "toxic substances" or any 
other term intended to define, list, or classify substances by reason of deleterious properties such as 
ignitability, corrosivity, reactivity, carcinogenicity, toxicity, reproductive toxicity, "TCLP toxicity," "EP 
toxicity'' or words of similar import under any applicable local, state or federal law or under the 
regulations adopted or publications promulgated pursuant thereto, including, without limitation, 
Environmental La"\VS, 

b. any oil, petroleum or petroleum-derived substance, 

c any drilling fluids, produced waters and other wastes associated with the exploration, 
development or production of crude oil, natural gas or geothermal resources, 

d, any flammable substances or explosives, 

e. any radioactive materials, 

f. asbestos in any form ,vhich is or could become friable, 
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g. urea formaldehyde foan1 insulation, 

h. electrical equipment which contains any oil or dielectric fluid containing levels of 
polychlorinated biphenyls in excess of fifty parts per million, 

i. pesticides, and 

j. any other chemical, material or substance, exposure to which is prohibited, limited or 
regulated by any governmental authority as one that may or could pose a hazard to the health and safety 
of the owners, occupants or any persons in the vicinity of the FacHities. 

"Hazardous Substances" means (a) any oil, flammable substance, explosives, radioactive materials, 
hazardous wastes or substances, toxic wastes or substances or any other wastes, materials or pollutants which (i) 
pose a hazard to the Projects or to persons on or about the Projects or (ij) cause the Projects to be in violation of 
any Environmental Regulation; (b) asbestos in any form which is or could become friable, urea formaldehyde 
foam insulation, transformers or other equipment which contain dielectric fluid containing levels of 
polychlorinated biphenyls, or radon gas; (c) any chemical, material or substance defined as or included in the 
definition of "waste," "hazardous substances," "hazardous wastes," "hazardous materials," extremely hazardous 
waste," "restricted hazardous waste," or "toxic substances" or words of similar import under any Environmental 
Regulation including, but not limited to, the Comprehensive Environmental Response, Compensation and 
Liability Act ("CERCLA"), 42 USC §§ 9601 et seq.; the Resource Conservation and Recovery Act ("RCRA"), 42 
USC §§ 6901 et seq.; the Hazardous Materials Transportation Act, 49 USC §§ 1801 et seq.; the Federal Water 
Pollution Control Act, 33 USC §§ 1251 et seq.; the California Hazardous Waste Control Law ("HWCL"), Cal. 
Health & Safety §§ 25100 et seq.; the Hazardous Substance Account Act ("HSAA"), Cal. Health & Safely Code §§ 
25300 et seq.; the Underground Storage of Hazardous Substances Act, Cal. Health & Safety §§ 25280 et seq.; the 
Porter-Cologne Water Quality Control Act (the "Porter-Cologne Act"), Cal. Water Code§§ 13000 et seq., the Safe 
Drinking Water and Toxic Enforcement Act of 1986 (Proposition 65); and Title 22 of the California Code of 
Regulations, f)ivision 4, Chapter 30; (d) any other chemical, material or substance, exposure to which is 
prohibited, limited or regulated by any governmental authority or agency or may or could pose a hazard to the 
health and safety of the occupants of the Projects or the owners and/or occupants of property adjacent to or 
surrounding the Projects, or any other person coming upon the Projects or adjacent property; or (e) any other 
chemical, materials or substance which may or could pose a hazard to the environment. 

"Indebtedness" means (a) any Guarantee, and (b) any indebtedness or obligation of a Corporation (other 
than accounts payable and accruals), as determined in accordance with generally accepted accounting principles, 
including obligations under conditional sales contracts or other title retention contracts, and rental obligations 
under leases which are considered capital leases under generally accepted accounting principles. Indebtedness 
shall not include Non-recourse Indebtedness. 

"Indenture" means that certain Indenture, dated as of April 1, 2005, by and between the Authority and the 
Trustee, as amended, modified and supplemented from time to time. 

"Independent," when referring to an Accountant, Counsel, Management Consultant or Person, means an 
Accountant, Counsel, Management Consultant or Person who (a) is independent of and not under the control of a 
Corporation, (b) does not have any substantial interest, direct or indirect, in a Corporation, and (c) in the case of 
an individual, is not connected, including through a spouse, with a Corporation as a director, officer or employee 
of a Corporation, and in the case of a firm, is not connected with the Corporation as a partner, director, officer or 
employee of a Corporation, but who may be regularly retained by a Corporation. 

"Information Seroices" means Financial Information, Inc.'s "Daily Called Bond Serv-ice," 30 Montgomery 
Street, 10th Floor, Jersey City, NJ 07302, Attention: Editor; Mergent/FIS, Inc., 5250 77 Center Drive, Suite 150 
Charlotte, NC 28217, Attention: Called Bond Dept.; Kenny S&P, 55 Water Street, New York, NY 10041, Attention; 
Notification Department; and, in accordance with then current guidelines of the Securities and Exchange 
Commission; or to such other addresses and/or such other nationaJ information services providing information 
with respect to the redemption of bonds as the Authority may designate in a Written Certificate of the Authority 
delivered to the Trustee. 

"Insurance and Condemnation Proceeds Fund" means the fund by that name established pursuant to the 
Indenture. 

"Insurance Lau," means Chapter 1. Part 6. Division 107 of the Health and Safety Code of the State, cited as 
the "California Health Facjlity Construction Loan Insurance Law" as now in effect and as it may from time to time 
hereafter be amended or supplemented. 
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"Insurer" means Financial Guaranty Insurance Company, a New York stock insurance company, or any 
successor thereto. 

"Insurer's Fiscal Agent" means U.S. Bank Trust National Association, New York, New York, or any 
successor thereto, 

"Interest Account" means the account by that name in the Revenue Fund established pursuant to the 
Indenture. 

"Interest Payn1ent Date" means April 1 and October 1 of each year, commencing October 1, 2005. 

"lnvestnient Securities" means any of the following: 

(a) Direct obligations of the United States of America and securities fully and unconditionally guaranteed 
as to the timely payment of principal and interest by the United States of America ("U.S. Government 
Securities,,). 

(b) Direct obligations of the following federal agencies which are fully guaranteed by the full faith and 
credit of the United States of America (although the following are explicitly excluded from such securities: (i) all 
derivative obligations, including without limitation inverse floaters, residuals, interest-only, principal-only and 
range notes; (ii) obligations that have a possibility of returning a zero or negative yield if held to maturity; (iii) 
obligations that do not have a fixed par value or those whose terms do not promise a fixed dollar amount at 
maturity or call date; and (iv) collateralized mortgage-backed Obligations ("CM Os")): 

A. direct obligations and fully guaranteed certificates of beneficial interest of the Export-Import 
Bank of the United States 

B. debentures of the Federal Housing Administration 

C. participation certificates of the General Services Administration 

D. guaranteed mortgage-backed securities and guaranteed participation certificates of the 
Government National Mortgage Association ("GNMAs") 

E. guaranteed participation certificates and guaranteed pool certificates of the Small Business 
Administration 

F. local authority bonds of the U.S. Department of Housing & Urban Development 

G. guaranteed Title XI financings of the U.S. Maritime Administration 

H. guaranteed transit bonds of the Washington Metropolitan Area Transit Authority 

(c) Direct obligations of the following federal agencies which are not fully guaranteed by the faith and 
credit of the United States of America (although the following are explicitly excluded from such securities: (i) all 
derivative obligations, inc1uding without limitation inverse floaters, residuals, interest-only, principal-only and 
range notes; (ii) obligations that have a possibility of returning a zero or negative yield if held to maturity; (iii) 
obligations that do not have a fixed par value or those whose terms do not promise a fixed dollar amount at 
maturity or call date; and (iv) CMOs): 

A. senior debt obligations rated Aaa by Moody's and AAA by S&P of the Federal National 
Mortgage Association ("FNMAs") 

B. participation certificates and senior debt obligations rated Aaa by Moody's and AAA by S&P of 
the Federal Home Loan Mortgage Corporation ("FHLMCs") 

C. consolidated debt obligations of the Federal Home Loan Banks 

D. debt obligations of the Student Loan Marketing Association 

E. debt obligations of the Resolution Funding Corporation 

(d) Direct, general obligations of any state of the United States of America or any subdivision or agency 
thereof whose uninsured and unguaranteed general obligation debt is rated, at the time of purchase, A2 or better 
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by Moody's and A or better by S&P, or any obligation fully and unconditionally guaranteed by any state, 
subdivision or agency whose uninsured and unguaranteed general obligation debt is rated, at the time of 
purchase, A2 or better by Moody's and A or better by S&P. 

(e) Commercial paper (having original maturities of not more than 270 days) rated, at the time of 
purchase, P-1 by Moody's and A-1 or better by S&P. 

(f) Certificates of deposit, savings accounts, deposit accounts or money market deposits in amounts that 
are continuously and ful1y insured by the Federal Deposit Insurance Corporation ("FDIC"), including the Bank 
Insurance Fund and the Savings Association Insurance Fund. 

(g) Certificates of deposit, deposit accounts, federal funds or bankers' acceptances (in each case having 
maturities of not more than 365 days following the date of purchase) of any domestic commercial bank or United 
States branch office of a foreign bank, provided that such bank's short-term certificates of deposit are rated P-1 by 
Moody's and A-1 or better by S&P (not considering holding company ratings). 

(h) lnvestments in money-market funds rated AAAm or AAAm-G by S&P. 

(i) State-sponsored investment pools rated AA- or better by S&P. 

G) Repurchase agreements that meet the following criteria: 

(i) A master repurchase agreement or specific written repurchase agreement, substantially 
similar in form and substance to the Public Securities Association or Bond Market Association master 
repurchase agreement, governs the transaction. 

(ii) Acceptable providers shall consist of (A) registered broker I dealers subject to Securities 
Investors' Protection Corporation ("SIPC") jurisdiction or commercial banks insured by the FDIC, if such 
broker/dealer or bank has an uninsured, unsecured and unguaranteed rating of A3/P-1 or better by 
Moody's and A-/ A-1 or better by S&P, or (B) domestic structured investment companies approved by 
the Insurer and rated Aaa by Moody's and AAA by S&P. 

(iii) The repurchase agreement shall require termination thereof if the counterparty's ratings are 
suspended, withdrawn or fall below A3 or P-1 from Moody's, or A- or A-1 from S&P. Within ten (10) 
days, the counterparty shall repay the principal amount plus any accrued and unpaid interest on the 
investments. 

(iv) The repurchase agreement shall limit acceptable securities to U.S. Government Securities 
and to the obligations of GNMA, FNMA or FHLMC described in (b)(D), (c)(A) and (c)(B) above. The fair 
market value of the securities in relation to the amount of the repurchase obligation, including principal 
and accrued interest, is equal to a collateral level of at least 104°/o for U.S. Government Securities and 
105°/o for GNMAs, FNMAs or fHLMCs. The repurchase agreement shall require (A) the Trustee or the 
Agent to value the repurchase securities no less frequently than weekly, (B) the delivery of additional 
repurchase securities if the fair market value of the repurchase securities is belo\v the required level on 
any valuation date, and (C) liquidation of the repurchase securities if any deficiency in the required 
percentage is not restored within two (2} business days of such valuation. 

(v) The repurchase securities shall be delivered free and clear of any lien to the Trustee or to an 
independent third party acting solely as agent (" Agent") for the Trustee, and such Agent is (A) a Federal 
Reserve Bank, or (B) a bank which is a member of the FDIC and which has combined capital, surplus 
and undivided profits or, if appropriate, a net worth, of not less than $50 million, and the Trustee shall 
have received written confirmation from such third party that such third party holds such securities, free 
and clear of any lien, as agent for the Trustee. 

(vi) A perfected first security interest in the repurchase securities shall be created for the benefit 
of the Trustee, and the issuer and the Trustee shall receive an opinion of counsel as to the perfection of 
the security interest in such repurchase securities and any proceeds thereof. 

(vii) The repurchase agreement shalJ have a term of one year or less, or shall be due on demand. 

(viii) The repurchase agreement shall establish the fo1lowing as events of default, the occurrence 
of any of which shall require the immediate liquidation of the repurchase securities, unless the Insurer 
directs otherwise: 
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(A) insolvency of the broker/dealer or commercial bank serving as the counterparty 
under the repurchase agreement; 

(B) failure by the counterparty to remedy any deficiency in the required collateral level or 
to satisfy the margin maintenance call under item 10(d) above; or 

(C) failure by the counterparty to repurchase the repurchase securities on the specified 
date for repurchase. 

(k) Investment agreements (also referred to as guaranteed investment contracts) that meet the following 
criteria, subject to such revisions as may be consented to by the Insurer: 

(i) A master agreement or specific written investment agreement governs the transaction. 

(ii) Acceptable providers of uncollateralized investment agreements shall consist of (A) domestic 
FDIC-insured commercial banks, or U.S. branches of foreign banks, rated at least Aa2 by Moody's and 
AA by S&P; (B) domestic insurance companies rated Aaa by Moody's and AAA by S&P; and (C) 
domestic structured investment companies approved by the Insurer and rated Aaa by Moody's and 
AAA by S&P. 

(iii) Acceptable providers of collateralized investment agreements shall consist of (A) registered 
broker I dealers subject to SlPC jurisdiction, if such broker I dealer has an uninsured, unsecured and 
unguaranteed rating of Al or better by Moody's and A+ or better by S&P; (B) domestic FDIC-insured 
commercial banks, or U.S. branches of foreign banks, rated at least Al by Moody's and A+ by S&P; (C) 
domestic insurance companies rated at least Al by Moody's and A+ by S&P; and (D) domestic structured 
investment companies approved by the Insurer and rated Aaa by Moody's and AAA by S&P. Required 
collateral levels shall be as set forth below. 

(iv) The investment agreement shall provide that if the provider's ratings fall below Aa3 by 
Moody's or AA- by S&P, the provider shall within ten (10) days either (A) repay the principal amount 
plus any accrued interest on the investment; or (B) deliver Permitted Collateral as provided below. 

(v) The investment agreement must provide for termination thereof if the provider's ratings are 
suspended, withdrawn or fall below A3 from Moody's or A- from S&P. Within ten (10) days, the 
provider shall repay the principal amount plus any accrued interest on the agreement, without penalty. 

(vi) The investment agreement shall provide for the delivery of collateral described in (A) or (B) 
below ("Permitted Collateral") which shall be maintained at the following collateralization levels at each 
valuation date: 

(A) U.S. Government Securities at 10470 of principal plus accrued interest; or 

(B) Obligations of GNMA, FNMA or FHLMC (described in (b)(iv), (c)(i) and (c)(ii) above) 
at 105°/o of princif'al and accrued interest. 

(vii) The investment agreement shall require the Trustee or Agent to determine the market 
value of the Permitted Collateral not less than weekly and notify the investment agreement provider on 
the valuation day of any deficiency. Permitted Collateral may be released by the Trustee to the provider 
only to the extent that there are excess amounts over the required levels. Market value, with respect to 
collateral, may be determined by any of the following methods: 

(A) the last quoted "bid" price as shown in Bloomberg, Interactive Data Systems, Inc., 
The Wall Street journal or Reuters; 

(B) valuation as performed by a nationally recognized pricing service, whereby the 
valuation method is based on a composite average of various bid prices; or 

(C) the lower of two bid prices by nationally recognized dealers. Such dealers or their 
parent holding companies shall be rated investment grade and shall be market makers in the 
securities being valued. 

(viii) Securities held as Permitted Collateral shall be free and clear of all liens and claims of third 
parties, held in a separate custodial account and registered in the name of the Trustee or the Agent. 
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(ix) The provider shall grant the Trustee or the Agent a perfected first security interest in any 
collateral delivered under an investment agreen1ent. For investment agreements collateralized initially 
and in connection with the deliverv of Permitted Collatera1 under (k)(vi) above, the Trustee and the 
Insurer shaJl receive an opinion of cOunsel as to the perfection of the security interest in the collateral. 

(x) The investment agreement shall provide that moneys invested under the agreement must be 
payab]e and putab]e at par to the Trustee vvithout condition, breakage fee or other penalty, upon not 
more than two (2) business days' notice, or immediately on demand for any reason for which the funds 
invested may be withdra,vn from the applicable fund or account estab]ished under the Indenture, as well 
as the follotving: 

(A) In the event of a deficiency in the Revenue Fund; 

(B) Upon acce1eration after an event of default; 

(C) Upon refunding of the Bonds in \.Vhole or in part; 

(D) Reduction of the debt service reserve requirement for the Bonds; or 

(E) If a detern1ination is later made by a nationally recognized bond counsel that 
investments must be yield-restricted. 

Notwithstanding the foregoing, the agreement may provide for a breakage fee or other penalty 
that is payable in arrears and not as a condition of a draw by the Trustee if the issuer's obligation to pay 
such fee or penalty is subordinate to its obligation to pay debt service on the bonds and to make deposits 
to the debt service reserve fund. 

(xi) The investment agreement shall establish the following as events of default, the occurrence 
of any of which shall require the immediate liquidation of the investment securities, unless: 

(A) Failure of the provider or the guarantor (if any) to make a payment when due or to 
deliver Permitted Collateral of the character, at the times or in the amounts described above; 

(B) Insolvency of the provider or the guarantor (if any} under the investment 
agreement; 

(C) Failure by the provider to remedy any deficiency with respect to required Permitted 
Collateral; 

(D) Failure by the provider to make a payment or observe any covenant under the 
agreement; 

(E) The guaranty (if any) is terminated, repudiated or challenged; or 

(F) Any representation of warranty furnished to the Trustee or the issuer in connection 
with the agreement is false or misleading. 

(xii) The lnvestment agreement must incorporate the following general criteria: 

(A) "Cure periods" for payment default shall not exceed two (2) business days; 

(B) The agreement shall provide that the provider shalJ remain liable for any deficiency 
after application of the proceeds of the sale of any collateral, including costs and expenses 
incurred by the Trustee or the Insurer; 

(C) Neither the agreement or guaranty agreement, if applicable, may be assigned 
(except to a provider that would otherwise be acceptable under these guidelines) or amended 
without the prior consent of the Insurer; 

(D) lf the investment agreement is for a debt service reserve find, reinvestments of 
funds shaJI be required to bear interest at a rate at least equal to the original contract rate. 

(E) The provider shall be required to immediately notify the Insurer and the Trustee of 
any event of default or any suspension, withdraw a] or downgrade of the provider's ratings; 
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(F) The agreement shall be unconditjonal and shall expressly disclaim any right of set
off or counterclaim; 

(G) The agreement shall require the provider to submit information reasonably 
requested by the Insurer, including balance invested with the provider, type and market value 
of collateral and other pertinent information. 

Maturity of investments shall be governed by the following: 

(a) Investments of monies (other than reserve funds) shall be in securities and obligations maturing not 
later than the dates on which such monies will be needed to make payments. 

(b) Investments shall be considered as maturing on the first date on which they are redeemable without 
penalty at the option of the holder or the date on which the Trustee may require their repurchase pursuant to 
repurchase agreements. 

(c) Investments of monies in reserve funds not payable upon demand shall be restricted to maturities of 
five years or less. 

"Loan Agreements" means, collectively, the Asian Community Loan Agreement, the California Autism 
Loan Agreement, the Clinicas Loan Agreement, the Community Medical Loan Agreement, the Social Model Loan 
Agreement, the SCADP Loan Agreement and the Verdugo Loan Agreement. 

''Loan Default Event" means any of the events specified in the Loan Agreements. 

"Loan Repayments" means the payments so designated and required to be made by the Corporations 
pursuant to the Loan Agreements. 

"Long-Term Indebtedness" means Indebtedness having an original maturity greater than one (1) year or 
renewable at the option of a Corporation for a period greater than one (1) year from the date of original incurrence 
or issuance thereof unless, by the terms of such Indebtedness, no Indebtedness is permitted to be outstanding 
thereunder for a period of at least thirty (30) consecutive days during each calendar year. 

"Management Agent" means that Person or those Persons with whom a Corporation has entered into a 
contract, whether as an independent contractor or employee, for managerial services, relating to the management 
or operation of all or substantially all of the Facilities. In the event the Corporation does not have a separate 
management contract, then "Management Agent" shall mean all of those Persons serving as the Corporation's 
CEO/President, chief financial officer, chief operating officer, or other similar officers. In the event the 
Corporation does not have such officers, then "Management Agent" shall mean all of those Persons that manage 
or operate all or substantially all of the Facilities. 

"Management Consultant" means an Independent Person of national or regional reputation qualified to 
report on questions relating to the financial condition and projections of health facilities, selected by a Corporation 
and acceptable to the Office and so long as such Management Consultant is acceptable to the Office. 

"Mandatory Sinking Account Payrnent" means, with respect to Term Bonds of any maturity, the amount 
required by the Indenture to be paid on any single date for the retirement of Term Bonds of such maturity. 

"Maximum Aggregate Annual Debt Service" means, as of any date of calculation, the Aggregate Debt 
Service as computed for the then current or any future Fiscal Year in which such sum shall be largest. 

"Maximum Annual Bond Service" means, as of any date of calculation, the sum of (a) the interest falling 
due on then Outstanding Bonds (assuming that all then Outstanding Serial Bonds are retired on their respective 
maturity dates and that all then Outstanding Term Bonds are retired at the times and in the amounts provided for 
by Mandatory Sinking Account Payments), (b) the principal amount of then Outstanding Serial Bonds falling due 
by their terms, and (c) the aggregate amount of all Mandatory Sinking Account Payments required; all as 
computed for the Bond Year in which such sum shall be largest. 

"Maximum Annual Debt Service," when used with respect to any item of Long-Term Indebtedness, 
means, as of any date of calculatjon, the maximum amount of Debt Service to become due on such Long-Term 
Indebtedness in the current or any future Fiscal Year after the date of calculation. 
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"Moody's" means Moody's Investors Service, a corporation organized and existing under the laws of the 
State of Delaware, its successors and their assigns, or, if such corporation shall be dissolved or liquidated or shall 
no longer perform the functions of a securities rating agency, any other nationally recognized securities rating 
agency designated by the Authority. 

"Net Income Available for Debt Service" means, with respect to any period, the excess of revenues 
(including non-operating revenues) over expenses from operations of a Corporation for such period, determined 
in accordance with generally accepted accounting principles, to which shall be added interest, amortization, 
depreciation expense and other non-cash charges, each item determined in accordance with generally accepted 
accounting principles, and excluding 

a. any profits or losses on the sale or other disposition, not in the ordinary course of business, of 
investments or fixed or capital assets or resulting from the early extinguishment of debt, 

b. gifts, grants, bequests, donations and contributions, to the extent specifically restricted by the 
donor to a particular purpose incont.-istent with their use for the payment of Debt Service or operating 
expenses, and 

c. the net proceeds of insurance (other than business interruption insurance) and condemnation 
awards. 

"1990 Clinicas Project" means the financing and refinancing of the acquisition, construction, installation, 
and/ or equipping of projects at the following health care facilities, owned and operated by Clinicas, financed with 
the proceeds of the 1990 Local Med COPs: (a) 650 Meta Street, Oxnard, California, (b) 1280 South Wells Road, 
Saticoy, California, and (c) 355 Central Avenue, Fillmore, California 

"1990 Local Med COPs" means the portion of Local Med's $10,385,000 Local Medical Facilities Financing 
Authority Certificates of Participation (Insured California Hea]th Clinic Projects), executed and delivered pursuant 
to the 1990 Trust Agreement allocab]e to Clinicas. 

"1990 Local Med Escrow Agreement'' means that certain escrow deposit and trust agreement, dated the 
Closing Date, by and among the 1990 Escrow Bank and Clinicas, relating to the defeasance of the 1990 Local Med 
COPs. 

"J990 Local Med Escrozv Bank" means U.S. Bank National Association, as escrow bank under and pursuant 
to the 1990 Escrow Agreement. 

"1990 Local Med Trust Agreement" means the Trust Agreement, dated asof March 1, 1990, by and among 
Local Med, the 1990 Trustee, CJinicas and certain other corporations. 

"1990 Local Med Trustee" means U.S. Bank National Association, as a successor trustee to Seattle First 
National Bank, as trustee for the 1990 Local Med COi's. 

"1992A CHFFA Bonds" means the Authority's $5,735,0000California Health Facilities Financing Authority 
Insured Revenue Bonds (Feedback Foundation, Inc., Olive Crest Treatment Centers and Southern California 
Alcohol & Drug Programs, Inc.), 1992 Series A, issued pursuant to the 1992A CHFFA Indenture for the benefit of 
SCAD!'. 

"1992A CHFFA Escrow Agreement" means that certain escrow deposit and trust agreement, dated the 
Closing Date, by and among the 1992A Escrow Bank and SCAD!', relating to the defeasance of the 1992A CHFFA 
Bonds allocable to SCADP. 

"1992A CHFFA Escrou.1 Bank" means U.S. Bank National Association, as escrow bank under and pursuant 
to the 1992A Escrow Agreement. 

"1992A CHFFA Indenture" means the Indenture, dated as of December l, 1992, by and between the 
Authority and the 1992A Trustee. 

"1992A CHFFA Trustee" means U.S. Bank National Association, as a successor trustee to Seattle-First 
National Bank, as trustee for the 1992A Bonds. 

''1992A SCADP Project" means the financing and refinancing of the acquisition, construction, installation, 
and/or equipping of projects at the following health care facilities, owned and operated by SCADP: 2212 and 2218 
Placentia A venue, Costa Mesa, California. 
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"1992D Asian Community Bonds" means the Authority's $3,160,000 California Health Facilities Financing 
Authority 1nsured Revenue Bonds (Asian Cornrnl.lllity Center), 1992 Refunding Series D, issued pursuant to the 
1992D Asian Community Indenture. 

"19920 Asian Conimunity Escrow Agreement" means that certain escrow deposit and trust agreement 
dated the Closing Date, by and among the 19920 Asian Community Escrow Bank and Asian Community, 
relating to the defeasance of the 1992D Asian Community Bonds. 

"1992D Asian Community Escrow Bank" means U.S. Bank National Association, as escrow bank under and 
pursuant to the 1992D Asian Community Escrow Agreement. 

"19920 Asian Con1munity Indenture" means the Indenture, dated as of October 1, 1992, by and between 
the Authority and the 1992D Asian Community Trustee. 

"1992D Asian Con1rnunity Project" means the financing and refinancing of the acquisition, construction, 
installation, and/or equipping of projects at the following health care facilities, owned and operated by Asian 
Community: 7801 Rush River Drive, Sacramento, California. 

"19920 Asian Comn1unity Trustee" means U.S. Bank National Association, as successor trustee to U.S. 
Trust Company of California, N.A., as trustee for the 1992D Asian Community Bonds. 

"1995A California Autism Bonds" means the Authority's $4,700,000 California Health Facilities Financing 
Authority Insured Revenue Bonds (California Autism Center), 1992 Refunding Series D, issued pursuant to the 
1995A California Autism Indenture. 

"1995A California Autism Escrozv Agreenient" means that certain escrow deposit and trust agreement, 
dated the Closing Date, by and among the 1995A California Autism Escrow Bank and California Autism, relating 
to the defeasance of the 1995A California Autism Bonds. 

"1995A California Autisn1 Escrow Bank" means U.S. Bank National Association, as escrow bank under and 
pursuant to the 1995A California Autism Escrow Agreement. 

"1995A California Autism Indenture" means the Indenture, dated as of November 1, 1995, by and between 
the Authority and the 1995A California Autism Trustee. 

"1995A Califon1ia Autism Project" means the financing and refinancing of the acquisition, construction, 
installation, and/or equipping of projects at the following health care facilities, owned and operated by California 
Autism: (a) 4175 Lakeside Drive, Richmond, California, (b) 982 Marlesta Road, Pinole, California, (c) 2632 
Appaloosa Trail, Pinole, California, (d) 3592 Morningside Drive, El Sobrante, California, (e) 27 Carter Court, El 
Sobrante, California, and (f) 371 Devon Drive, San Rafael, California. 

"1995A California Autism Trustee" means U.S. Bank National Association, as successor to First Trust of 
California, N.A., as trustee for the 1995A California Autism Bonds. 

"1995A Clinicas Bonds" means the Authority's $7,225,000 California Health Facilities Financing Authority 
lnsurt>d Revenue Bonds (Clinicas del Camino Real, Inc.), 1995 Series A, issued pursuant to the 1995A Clinicas 
Indenture. 

"1995A Clinicas Escrow Agreernent" means that certain escrow deposit and trust agreement, dated the 
Closing Date, by and among the 1995A Clinicas Escrow Bank and Clinicas, relating to the defeasance of the 1995A 
Clinicas Bonds. 

"1995A Clinicas Escrou; Bank" means U.S. Bank National Association, as escrow bank under and pursuant 
to the 1995A Clinicas Escrow Agreement. 

"1995A Clinicas Indenture" means the Indenture, dated as of May I, 1995, by and between the Authority 
and the 1995A Clinicas Trustee. 

"1995A Clinicas Project" means the financing and refinancing of the acquisition, construction, installation, 
and/or equipping of projects at the following health care facilities, owned and operated by Clinicas: 200 South 
Wells Road, Ventura, California. 
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"1995A Clinicas Trustee" means U.S. Bank National Association, as a successor trustee to Seattle-First 
National Bank, as trustee for the 1995A Clinicas Bonds. 

"Non-recourse Indebted11ess 11 means any indebtedness of a Corporation, ,vhich is not a general obligation of 
the Corporation and is secured by a lien on property of the Corporation, liability for which is effectively limited to 
the property subject to such lien (which property is not integral to the operation of the Facilities) with no recourse, 
directly or indirectly, to any other property of the Corporation. 

"Office" means the Office of Statewide Health Planning and Development of the Health and Human 
Services Agency of the State, or its successors. 

"Opinion of Counsel" means a written opinion of counse] (including, without limitation, counsel for the 
Authority) selected by the Authority and delivered to the Trustee. 

"Optional Reden-1ption Account" means the account by that name in the Redemption Fund established 
pursuant to the Indenture. 

"Ori~inal Purchaser" means the original purchaser of the Bonds. 

"Outstanding," when used as of any particular time with reference to Bonds, means (subject to the 
provisions of the Indenture) all Bonds theretofore, or thereupon being, authenticated and delivered by the Trustee 
under the Indenture except (a) Bonds theretofore canceled by the Trustee or surrendered to the Trustee for 
cancellation; (b) Bonds with respect to which all liability of the Authority shall have been discharged in accordance 
with the Indenture, including Bonds (or portions of Bonds) referred to in the Indenture; and (c) Bonds for the 
transfer or exchange of or in lieu of or in substitution for which other Bonds shall have been authenticated and 
delivered by the Trustee pursuant to the Indenture. 

''01oner" or" Bondowner," whenever used in the Indenture with respect to a Bond, means the Person in 
whose name such Bond is registered. 

"Parity Debt" means Long-Term Indebtedness which is incurred by a Corporation in accordance with the 
provisions of its Regulatory Agreement and secured equally and ratably with the obligations of the Corporation 
under its Loan Agreement by a lien on and security interest in its Gross Revenues and its Deed of Trust. 

"Permitted Encumbrances" means and includes: 

a. undetermined liens and charges incident to construction or maintenance, and liens 
and charges incident to construction or maintenance now or hereafter filed of record which are 
being contested in good faith and have not proceeded to final judgment (and for which all 
applicable periods for appeal or review have not expired), provided that the Corporations shall 
have set aside reserves with respect thereto which, in the opinion of the Office, are adequate; 

b. notices of lis peudens or other notices of or Liens with respect to pending actions 
which are being contested in good faith and have not proceeded to final judgment (and for 
which all applicable periods for appeal or review have not expired), provided that the 
Corporations shall have :,;et aside reserves with respect thereto which, in the opinion of the 
Office, are adequate; 

c. the lien of taxes and assessments which are not delinquent, or, if delinquent, are 
being contested in good faith, provided that the Corporations shall have set aside reserves with 
respect thereto which, in the opinion of the Board, are adequate; 

d. minor defects and irregularities in title to the Facilities which in the aggregate do not 
materially adversely affect the value or operation of the Facilities for the purposes for which they 
are or may reasonably be expected to be used; 

e. easements, exceptions or reservations for the purpose of ingress and egress, parking, 
pipelines, telephone lines, telegraph lines, power lines and substations, roads, streets, alleys, 
highways, railroad purposes, drainage and sewerage purposes, dikes, canals, laterals, ditches, 
the removal of oil, gas, coal or other minerals, and other like purposes, or for the joint or 
common use of real property, facilities and equipment, which in the aggregate do not materially 
interfere with or impair the operation of the Facilities for the purposes for which they are or may 
reasonably be expected to be usedi 
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f. rights reserved to or vested in any municipality or governmental or other public 
authority to control or regulate or use in any manner any portion of the Facilities which do not 
materially impair the operation of the Facilities for the purposes for which they are or may 
reasonably be expected to be used; 

g. present or future valid zoning laws and ordinances; 

h. the rights of the Authority, the Corporations, the Office, the Trustee, the Insurer and 
holders of Parity Debt under the I .oan Agreements, the Indenture, the Regulatory Agreements 
and the Deeds of Trust and the lien and charge of the Indenture, the Regulatory Agreements 
and the Deeds of Trust; 

i. liens securing indebtedness for the payment, redemption or satisfaction of which 
money (or evidences of indebtedness) in the necessary amount shall have been deposited in 
trust \Vith a trustee or other holder of such indebtedness; 

j. purchase money security interests and security interests existing on any personal 
property prior to the time of its acquisition by the Corporations through purchase, merger, 
consolidation or otherwise, whether or not assumed by the Corporations, or placed upon 
property being acquired by the Corporations to secure a portion of the purchase price thereof, or 
lessor's interests in leases required to be capitalized in accordance with generally accepted 
accounting principles; 

k. statutory liens arising in the ordinary course of business which are not delinquent or 
are being contested in good faith by the Corporations; 

I. the lease or license of the use of a part of the Facilities for use in performing 
professional or other services necessary for the proper and economical operation of the Facilities 
in accordance with customary business practices in the health care industry; 

m. liens or encumbrances existing as of the date of initial execution and delivery of the 
Bonds; 

n. liens securing Parity Debt on a parity with the obligations of the Corporations under 
the Regulatory Agreements; 

o. statutory rights of the United States of America to recover against the Corporations 
by reason of federal funds made available under42 U.S.C. §291 et seq., and similar rights under 
other federal and state statutes; and 

p. other liens and encumbrances specifically approved in writing by the Office. 

"Person" means an individual, corporation, firm, association, partnership, trust, or other legal entity or 
group of entities, including a governmental entity or any agency or political subdivision thereof. 

"Policy" means the municipal bond new issue insurance policy issued by the Insurer that guarantees 
payment of principal of and interest on the Bonds. 

"Principal Account" means the account by that name in the Revenue Fund established pursuant to the 
Indenture. 

"Principal Corporate Trust Office" means the office of the Trustee at 1450 Fifth Avenue, 7th Floor, Seattle, 
WA 98101, or such other or additional offices as may be specified to the Authority by the Trustee except that, with 
respect to presentation of Bonds for payment or for registration of transfer and exchange, such term shall mean 
the office or agency of the Trustee at which at any particu1ar time, its corporate trust agency shall be conducted, or 
such other office designated by the Trustee from time to ti me, or at such other or additional offices as may be 
specified by the Trustee in writing to the Authority. 

"Program" means the Authority's program of making loans under the Act. 

"Projects" means, collectively, the 1990 Clinicas Project, the 1992A SCADP Project, the 1992D Asian 
Community Project, the 1995A Clinicas Project, the 1995A California Autism Project, and the STARTS Projects. 
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"Rating Category" means (a) with respect to any long-term rating category, all ratings designated by a 
particular letter or combination of letters, without regard to any numerical modifier, plus or minus sign or other 
modifier and (b) with respect to any short-term or commercial paper rating category, all ratings designated by a 
particular letter or combination of letters and taking into account any numerical modifier, but not any plus or 
minus sign or other modifier. 

"Rebate Fund" means the Rebate Fund established in the Indenture. 

"Record Dute" means, with respect to any Interest Payment Date for the Bonds, the fifteenth {15th) day of 
the calendar month preceding such Interest Payment Date. 

"Redemption Fund" means the fund by that name established pursuant to the Indenture, 

"Rede1nption Price" means, with respect to any Bond (or portion thereof), the principal amount of such 
Bond (or portion thereof) plus the applicable premium, if any, payable upon redemption thereof pursuant to the 
provisions of such Bond and the Indenture. 

"Regulatory Agreements" means, collectively, the Asian Community Regulatory Agreement, the California 
Autism Regulatory Agreement, the Clinicas Regulatory Agreement, the Community Medical Regulatory 
Agreement, the Social Model Regulatory Agreement, the SCADP Regulatory Agreement and the Verdugo 
Regulatory Agreement. 

"Release" means an)' release, spill, emission, leaking, pumping, pouring, injection, escaping, deposit, 
disposal, discharge, dispersal, leaching, or migration into the indoor or outdoor environment (including, without 
limitation, the abandonment or disposal of any barrels, containers or other closed receptacles containing any 
Hazardous Materials), or into or out of the Facilities, including the movement of any Hazardous Material through 
the air, soil, surface water, groundwater or property. 

''Revenue Fund" means the fund by that name established pursuant to the Indenture. 

"Revenues" means all amounts received by the Authority or the Trustee pursuant or with respect to the 
Loan Agreements, including, without limiting the generality of the foregoing, Loan Repayments (including both 
timely and delinquent payments and any late charges, and regardless of source), prepayments, insurance 
proceeds, payments received pursuant to the Insurance Law, condemnation proceeds, and all interest, profits or 
other income derived from the investment of amounts in any fund or account established pursuant to the 
Indenture (other than the Rebate Fund), but not including any amounts paid to the Authority or the Trustee 
pursuant to rights of indemnification, any Additional Payments due to the Trustee, or any amounts paid to the 
Authority or the Trustee pursuant to the Loan Agreements. 

"Risk Management Consultant" means an Independent Person having experience and a favorable 
reputation in consulting on the insurance requirements of health facilities in the State of the general size and 
character of the Facilities, selected by the Corporations and acceptable to the Office, and so long as such Risk 
Management Consultant is acceptable to the Office. 

"S&P" means Standard & Poor's Credit Market Services, a division of The McGraw~J--Jill Companies, Inc., 
a corporation organized and existing under the laws of the State of New York, its successors and their assigns, or, 
if such corporation shall be dissolved or liquidated or shall no longer perform the functions of a securities rating 
agency, any other nationally recognized securities rating agency designated by the Authority. 

"Securities Depositories,, means The Depository Trust Company, 55 Water Street, 50th Floor, New York, 
NY 10041-0099, Attention: Call Notification Department, Fax (212) 855-7232, or, in accordance with the then 
current guidelines of the Securities and Exchange Commission, to such other addresses and/or such other 
securities depositories, or to no such depositories, as the Authority may designate in a Certificate of the Authority 
delivered to the Trustee. 

"Serial Bonds" means the Bonds, falling due by their terms in specified years, for which no Mandatory 
Sinking Account Payments are provided. 

"Short-Term lndebtedness" means Indebtedness having an original maturity less than or equal to one year 
and not renewable at the option of the Corporations for a term greater than one year from the date of original 
incurrence or issuance unless, by the terms of such Indebtedness, no Short-Term Indebtedness is permitted to be 
outstanding thereunder for a period of at least thirty (30) consecutive days during each calendar year. 
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"Sinking Accounts" means the subaccounts in the Principal Account so designated and established 
pursuant to the Indenture. 

"Social Model" means Social Model Recovery Systems, Inc., a nonprofit, public benefit corporation and 
501(c)(3) Organization duly organized and existing under the laws of the State, or any corporation which is the 
surviving, resulting or transferee corporation in any merger, consolidation or transfer of assets permitted under 
the Social Model Loan Agreement or the Social Mode) Regulatory Agreement. 

"Social Model Continuing Disclosure Certificate" means that certain Continuing Disclosure Certificate of 
Social Model, dated the date of issuance and delivery of the Bonds, as originally executed and as it may be 
amended from time to time in accordance with the terms thereof. 

"Social Model Contract of Insurance" means that certain Contract of Insurance, dated as of April l, 2005, 
among the Authority, the Office and Social Model, as originally executed and as amended from time to time in 
accordance with its terms. 

"Social Model Deed ofTru.st" means that certain Deed of Trust with Fixture Filing and Security Agreement, 
dated as of April 1, 2005, to be executed by Social Model, as trustor, in favor of the trustee thereunder for the 
benefit of the Office and the Trustee, as beneficiaries, as amended, modified and supplemented from time to time. 

"Social Model Loan Agree1nent" means that certain Loan Agreement, dated as of April l, 2005, by and 
between the Authority and Social Model, as originally executed and as amended from time to time in accordance 
with its terms. 

"Social Model Regulatory Agree1ne11f" means that certain Regulatory Agreement, dated as of April 1, 2005, 
among the Authority, the Office and Social Model, as originally executed and as amended from time to time in 
accordance with its terms. 

"SCADP" means Southern California A)cohol & Drug Programs, Inc., a nonprofit, public benefit 
corporation and 501(c)(3) Organization duly organized and existing under the laws of the State, or any corporation 
which is the surviving, resulting or transferee corporation in any merger, consolidation or transfer of assets 
permitted under the SCADP Loan Agreement or the SCADP Regulatory Agreement. 

"SCADP Continuing Disclosure Certificate" means that certain Continuing Disclosure Certificate of 
SCADP, dated the date of issuance and delivery of the Bonds, as originally executed and as it may be amended 
from time to time in accordance with the terms thereof. 

"SCADP Contract of Insurance" means that certain Contract of Insurance, dated as of April 11 2005, among 
the Authority, the Office and SCADP, as originally executed and as amended from time to time in accordance 
with its terms. 

"SCADP Deed of Trust" means that certain Deed of Trust with Fixture Filing and Security Agreement, 
dated as of April 1, 2005, to be executed by SCADP, as trustor, in favor of the trustee thereunder for the benefit of 
the Office and the Trustee, as beneficiaries, as amended, modified and supplemented from time to time. 

"SCADP Loan Agreen-tent" means that certain Loan Agreement, dated as of April 1, 2005, by and between 
the Authority and SCADP, as originally executed and as amended from time to time in accordance with its terms. 

"SCADP Regulatory Agreement" means that certain Regulatory Agreement, dated as of April 1, 2005, 
among the Authority, the Office and SCADP, as originally executed and as amended from time to time in 
accordance with its terms. 

"Special Record Date" means the date established by the Trustee pursuant to the Indenture as a record 
date for the payment of defaulted interest on Bonds. 

"Special Redernption Account" means the account by that name in the Redemption Fund established 
pursuant to the Indenture. 

"STARTS Bonds" means the portion of the Authority's $19,405,000 California Health Facilities Financing 
Authority Insured Health Facility Revenue Bonds (Small Facilities Pooled Loan Program), Series B, issued 
pursuant to the STARTS Indenture for the benefit of the Corporations. 
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"ST ARTS [scrou1 Agreement" means that certain escrow deposit and trust agreement, dated the Closing 
Date, by and among the STARTS Escrow Bank and the Corporations, relating to the defeasance of the ST ARTS 
Bonds. 

"STARTS Escrow Bank" means The Bank of New York Trust Company, N.A., as escrow bank under and 
pursuant to the STARTS Escrow Agreement. 

"STARTS Indenture" means the Indenture, dated as of December 1, 1994, by and between the Authority 
and the STARTS Trustee. 

"STARTS Projects!{ means the financing and refinancing of the acquisition, construction, installation, 
and/or equipping of projects at the following health care facilities, owned and operated by the Corporations, 
financed with the proceeds of the STARTS Bonds: (a) Clinicas: (i) 650 Meta Street, Oxnard, California; and (ii) 1250 
Maricopa Highway, Ojai, California, (b) Community Medical: (i) 230 North California Street, Stockton, California; 
and (ii) 701 East Channel Street, Stockton, California, (c) Social Model: 525 North Parker Street, Orange, California, 
(d) SCADP: (i) 1755 Freeman Avenue, Long Beach, California; and (ii) 12322 Clearglenn Avenue, Whittier, 
California, and (e) Verdugo: (i) 1534-1552 East Colorado, Glendale, California; and (ii) 313 Lincoln Street, Glendale, 
California. 

"STARTS Trustee" means The Bank of New York Trust Company, N.A., as a successor trustee to The 
Bank of New York, as trustee for the ST ARTS Bonds. 

"State" means the State of California. 

"Statement" means a written certification, certificate or statement or other appropriate written instrument 
normally provided in the applicable circumstance where required by the Regulatory Agreements to be provided 
or delivered by an Accountant, counsel, insurance agent, a Risk Management Consultant, a Management 
Consultant, the Corporations, the Office or other appropriate Person, The Statement shall be dated and signed by 
a person authorized to execute the Statement. 

"Supplemental Indenture" means any indenture hereafter duly authorized and entered into between the 
Authority and the Trustee, supplementing, n1odifying or amending the Indenture; but only if and to the extent 
that such Supplemental Indenture is specifically authorized under the Indenture. 

"Tax Agreement" means the Tax Certificate and Agreement with respect to the Bonds executed and 
delivered by the Authority and the Corporations, as originally executed and as the same may be amended and 
supplemented from time to time in accordance with the terms thereof. 

"Term Bonds" means the Bonds payable at or before their specified maturity date or dates from 
Mandatory Sinking Account Payments established for that purpose and calculated to retire such Bonds on or 
before their specified maturity date or dates. 

"Trustee" means U.S. Bank National Association, as trustee, together with the Trustee's permitted 
successors as trustee, under the Indenture. 

"Unrelated Trude or Business" shall have the meaning set forth in section 513(a) of the Code. 

"Verdugo" means Verdugo Mental Health., a nonprofit, public benefit corporation and 501(c)(3) 
Organization duly organized and existing under the laws of the State, or any corporation which is the surviving, 
resulting or transferee corporation in any merger, consolidation or transfer of assets permitted under the Verdugo 
Loan Agreement or the Verdugo Regulatory Agreement. 

"Verdugo Continuing Disclosure Certificate" means that certain Continuing Disclosure Certificate of 
Verdugo, dated the date of issuance and delivery of the Bonds, as originally executed and as it may be amended 
from time to time in accordance with the terms thereof. 

"Verdugo Contract of Insurance" means that certain Contract of Insurance, dated as of April 1, 2005, among 
the Authority, the Office and Verdugo, as originaJly executed and as amended from time to time in accordance 
with its terms. 

"Verdugo Deed of Trust" means that certain Deed of Trust with Fixture Filing and Security Agreement, 
dated as of April 1, 2005, to be executed by Verdugo, as trustor, in favor of the trustee thereunder for the benefit 
of the Office and the Trustee, as beneficiaries, as amended, modified and supplemented from time to time. 
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"Verdugo Loan Agree,nent" means that certain Loan Agreement, dated asof Aprill, 2005, by and between 
the Authority and Verdugo, as originally executed and as amended from time to time in accordance with its 
terms. 

"Verdugo Regulatory Agreement" means that certain Regulatory Agreement, dated as of April 1, 2005, 
among the Authority, the Office and Verdugo, as originally executed and as amended from time to time in 
accordance with its terms. 

INDENTURE 

The Indenture sets forth the terms of the Bonds, the nature and extent of the security, various rights of 
the Bondholders, rights, duties and immunities of the Trustee and the rights and obligations of the Authority. 
Although certain provisions of the Indenture are sum1narized belou1, this summary does not purport to be complete or 
definitive and is qualified in its entirety by reference to the full terms ef the Indenture. 

Establishment of Funds and Accounts 

The Indenture creates the Revenue Fund (and the Interest Account, Principal Account, Sinking Account 
and Bond Reserve Account established thereunder), the Redemption Fund (and the Optional Redemption 
Account and Special Redemption Account established thereunder), the Insurance and Condemnation Proceeds 
Fund, the Costs of Issuance Fund and the Rebate Fund; all of which are to be held by the Trustee. Separate 
accounts will be created within each such fund, as required, alJocable to each Corporation. 

Costs of Issuance Fund 

The costs associated with the issuance of the Bonds will be paid from moneys within the Costs of 
Issuance Fund. Moneys in the Costs of Issuance Fund may be withdrawn pursuant to requisition from the 
Corporation to the Trustee and an executed form OSH-CM-134 of the Office. On the 180th day following the 
issuance of the Bonds or upon the earlier Request of the Corporation, amounts, if any, remaining in the Costs of 
Issuance Fund shall be transferred to the Revenue Fund. 

Insurance and Condemnation Proceeds Fund 

The Trustee will maintain and administer the Insurance and Condemnation Proceeds Fund as set forth in 
the Loan Agreements and the Regulatory Agreements. See "LOAN AGREEMENT" and "REGULATORY 
AGREEMENT-Disposition of Insurance and Condemnation Proceeds" herein. 

Pledge and Assignment 

Subject only to the provisions of the Indenture permitting the application thereof for the purposes and on 
the terms and conditions set forth therein, there are pledged to secure the payment of the principal of, 
Redemption Price and interest on the Bonds in accordance with their terms and the provisions of the Indenture, 
all of the Revenues and any other amounts (including proceeds of the sale of Bonds), held in any fund or account 
established pursuant to the Indenture (other than the Rebate Fund). Said pledge shall constitute a lien on and 
security interest in such assets and shall attach, be perfected and be valid and binding from and after delivery by 
the Trustee of the Bonds, without any physical delivery thereof or further act. 

The Authority transfers in trust, grants a security interest in and assigns to the Trustee, for the benefit of 
the Owners from time to time of the Bonds, all of the Revenues and other assets pledged above and all of the 
right, title and interest of the Authority in the Loan Agreements (except for the right to receive, in all cases to the 
extent payable to the Authority or the Trustee, certain expenses and indemnity), the Deeds of Trust, the Contracts 
of Insurance and the Regulatory Agreements. The Trustee shall be entitled to and shall collect and receive a11 of 
the Revenues, and any Revenues collected or received by the Authority shall be deemed to be held, and to have 
been collected or received, by the Authority as the agent of the Trustee and shall forthwith be paid by the 
Authority to the Trustee. The Trustee also shall be entitled to and, subject to the provisions of the Indenture, shall 
take a1l steps, actions and proceedings reasonably necessary in its judgment to enforce all of the rights of the 
Authority and all of the obligations of the Corporations under the Loan Agreements, the Deeds of Trust, the 
Contracts of Insurance and the Regulatory Agreements. 

All Revenues shall be promptly deposited by the Trustee upon receipt thereof in a special fund 
designated as the "Revenue Fund," which the Trustee shall establish, maintain and hold in trust, except that all 
moneys received by the Trustee and required by the Loan Agreements to be deposited in the Redemption Fund 
shall be promptly deposited in the Redemption Fund, which the Trustee shall establish, maintain and hold in 
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trust, and that all moneys received by the Trustee and required by the Loan Agreements to be deposited in the 
Bond Reserve Account sha11 be promptly deposited in such account All Revenues deposited with the Trustee 
shall be held, disbursed, allocated and applied by the Trustee only as provided in the Indenture. 

]f by the fifth (5th) Business Day of any month the Trustee has not received Revenues sufficient to make 
the transfers required in such month, the Trustee shall immediately notify the Corporation and the Office of such 
insufficiency by telephone or facsimile and confirm such notification by written notice. 

If thirty (30) calendar days prior to an Interest Payment Date or principal payment date there are 
insufficient amounts in the Revenue Fund, other than the Bond Reserve Account, to pay the interest or principal 
becoming due on such date, the Trustee shall immediately notify the Office by telephone or telegram and in 
writing. Such notice shall state: 

(i) that available moneys held by the Trustee (other than in the Bond Reserve Account) will be 
insufficient to pay in full the next succeeding payment of principal and I or interest on the Bonds; and 

(ii) the amount by which the obligation to make such payment exceeds the amount available 
therefor (the "Shortfall"). 

Said notice shall request the Office to deposit an amount equal to the Shortfall into the Principal Account and/or 
Interest Account at least five (5) Business Days prior to the date on which said payment is due. Said deposit may 
be made from the Bond Reserve Account upon notice to the Trustee by the Office by telegram or telex or other 
telecommunication device producing a written notice, or from the Health Facility Construction Loan Insurance 
Fund maintained by the Office, as provided in the Regulatory Agreements. 

1f the Office is required to make any payment by reason of nonpayment by the Corporation, the Office 
shall have the right to direct the investment of any such payments. Any amounts received from the investment of 
payments made by the Office or from payments subsequently made by the Corporation shall be remitted to the 
Office. 

Allocation of Revenues 

On or before the twenty-fifth (25th) day of each month, the Trustee shall transfer from the Revenue Fund 
and deposit into the following respective accounts (each of which the Trustee shall establish and maintain within 
the Revenue Fund), the fol1owing amounts, in the following order of priority, the requirements of each such 
account or fund (including the making up of any deficiencies in any such account resulting from lack of Revenues 
sufficient to make any earlier required deposit) at the time of deposit to be satisfied before any transfer is made to 
any account or fund subsequent in priority: 

First: to the Interest Account, one-sixth of the aggregate amount of interest becoming due and 
payable during the next succeeding six months on all Bonds then Outstanding, until the balance in said 
account is equal to said aggregate amount of interest; provided, houie11er, that from the date of delivery of 
the Bonds until the first interest payment date with respect to the Bonds (if less than six months), 
transfers to the Interest Account shall be sufficient on a monthly pro rata basis to pay the interest 
becoming due and payable on said interest payment date; 

Second: to the Principal Account, one-twelfth of the aggregate amount of principal becoming due 
and payable on the Outstanding Serial Bonds plus one-twelfth of the aggregate amount of Mandatory 
Sinking Account Payments required to be paid into the respective Sinking Accounts for Outstanding 
Term Bonds, in each case during the next ensuing twelve months, until the balance in said Principal 
Account is equal to said aggregate amount of such principa1 and Mandatory Sinking Account Payments; 
prot1ided, hozvever, that from the date of delivery of the Bonds until the first principal payment date with 
respect to the Bonds (if less than twelve months), transfers to the Principal Account shall be sufficient on 
a monthly pro rata basis to pay the principal becoming due and payable on said principal payment date; 

Third: to the Bond Reserve Account, (i) one-twelfth of the aggregate amount of each prior 
withdrawal from the Bond Reserve Account for the purpose of making up a deficiency in the Interest 
Account or Principal Account (until deposits on account of such withdrawal are sufficient to fully restore 
the amount withdrawn), provided that no deposit need be made into the Bond Reserve Account if the 
balance in said account is at least equal to the Bond Reserve Account Requirement, and (ii) in the event 
the balance in said account shall be less than the Bond Reserve Account Requirement due to valuation of 
the Investment Securities deposited therein, the amount necessary to increase the balance in said account 
to an amount at least equal to the Bond Reserve Account Requirement (until deposits on account of such 
valuation deficiency a re sufficient to increase the balance in said account to said amount); and 
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Fourth: to the Rebate Fund, such amounts as are required to be deposited therein by the 
Indenture (including the Tax Agreement). 

Any moneys remaining in the Revenue Fund after the foregoing transfers shall be transferred first to the 
Office to the extent necessary to repay insurance advances made by the Office, including interest thereon as 
specified in the Regulatory Agreements, as certified to the Trustee by the Office, and thereafter to the 
Corporations, 

Application of Interest Account 

AIJ amounts in the Interest Account shall be used and withdrawn by the Trustee solely for the purpose 
of paying interest on the Bonds as it shall become due and payable (including accrued interest on any Bonds 
purchased or redeemed prior to maturity pursuant to the Indenture). 

Application of Principal Account 

All amounts in the Principal Account shall be used and withdrawn by the Trustee solely for the purpose 
of paying the principal or Mandatory Sinking Account Payments of the Bonds when due and payable. 

Application of Redemption Fund 

The Trustee shall establish within the Redemption Fund a separate Optional Redemption Account and a 
Special Redemption Account. All amounts deposited in the Optional Redemption Account and Special 
Redemption Account shall be used by the Trustee solely for the purpose of redeeming Bonds pursuant to the 
terms of the Indenture at the next succeeding date of redemption for which notice has not been given and at 
redemption prices then applicable to redemptions from the Optional Redemption Account and Special 
Redemption Account, respectively; provided that, at any time prior to giving such notice of redemption, the 
Trustee shall, upon direction of the Corporations, apply such amounts to the purchase of Bonds at public or 
private sale, at prices as provided in the Indenture, and provided further that, in the case of the Optional 
Redemption Account, in lieu of redemption at such next succeeding date of redemption, or in combination 
therewith, amounts in such account may be transferred to the Revenue Fund and credited against Loan 
Repayments in order of their due date as requested by the Corporations. All Term Bonds purchased or redeemed 
from the Redemption Fund shall be allocated to applicable Mandatory Sinking Account Payments designated in a 
Certificate of the Corporations (or if the Corporations fails to deliver such a Certificate to the Trustee, in inverse 
order of their payment dates.) 

Application of Bond Reserve Account 

All amounts in the Bond Reserve Account shall be used and withdrawn by the Trustee solely for the 
purpose of making up any deficiency in the Interest Account or Principal Account (but, in each case, only with the 
consent of the Office) or (together \Vith any other moneys available therefor) for the payment or redemption of all 
Bonds then Outstanding. 

Rebate Fund 

The Corporations have covenanted not to use or permit the use of the proceeds of Bonds or other funds 
in any manner which could cause the Bonds to be an "arbitrage bond" within the meaning of the Internal 
Revenue Code of 1986. To satisfy certain requirements of such Code, a Rebate Fund is established pursuant to the 
Indenture and certain earnings on the funds and accounts and the proceeds of the Bonds are required to be 
deposited in the Rebate Fund and paid to the United States Government. 

Investments 

All moneys in any of the funds and accounts established pursuant to the Indenture shall be invested by, 
and in the name of, the Trustee, upon the written direction of the Corporations, solely in Investment Securities. 
The Trustee shall acquire such Investment Securities upon the written direction of the Corporations at such prices 
and on such terms as directed by the Corporations. In the absence of written investment directions from the 
Corporations, the Trustee shall invest solely in Investment Securities set forth in clause (h) of the definition 
thereof. All Investment Securities shall be acquired subject to the limitations set forth in the Indenture, and such 
additional limitations or requirements consistent with the foregoing as may be established by Request of the 
Corporations. The Corporations shall not direct the Trustee to invest in anything other than Investment Securities. 
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Moneys in all funds and accounts (other than the Bond Reserve Account and the Rebate Fund) shall be 
invested in [nve:,tment Securities maturing not later than the date on which it is estimated by the Corporations 
that such moneys will be required for th€ purposes specified in the Indenture. Moneys in the Bond R.eserve 
Account shall be invested in Investment Securities maturing prior to the final maturity of the Bonds but in no 
event longer than five (5) years from the date of investment therein; provided, horvever, moneys in the Bond 
Reserve Account may be invested in Investment Securities \.Yith a nominal maturity date which is greater than 
five (5) years as Jong as said Investment Securities by their terms allow the Trustee to obtain (at any time the 
Trustee is required to draw on the Bond Reserve Account under the Indenture) the corpus thereto at no less than 
the purchase price thereof without any loss in value. Investment Securities purchased under a repurchase 
agreement may be deemed to mature on the date or dates on which the Trustee may deliver such Investment 
Securities for repurchase under such agreement. 

All interest, profits and other income received from the investment of moneys in the Interest Account or 
the Bond Reserve Account shall be retained therein. All interest, profits and other income received from the 
investment of moneys in any other fund or account established pursuant to the Indenture shall be transferred 
when received to the Revenue Fund. Notwithstanding anything to the contrary contained in this paragraph, an 
amount of interest received with respect to any Investment Security egual to the amount of accrued interest, if 
any, paid as part of the purchase price of such Investment Security shall be credited to the fund or account for the 
credit of which such lnvestn1ent Security was acquired. 

1nvestment Securities acquired as an investment of moneys in any fund or account establi:,hed under the 
Indenture shall be credited to such fund or account. The Trustee may commingle any of the funds or accounts 
established pursuant to the Indenture (other than the Rebate Fund) into a separate fund or funds for investment 
purposes only, provided that all funds or accounts held by the Trustee under the Indenture shall be accounted for 
separately as required by the Indenture. The Trustee or any of its affiliates may act as principal or agent in the 
making or disposing of any investment. The Trustee may sell in any commercially reasonable manner, or present 
for redemption, any Investment Securities so purchased whenever it shall be necessary to provide moneys to 
meet any required payment, transfer, withdrawal or disbursement from the fund or account to which such 
Jnvestment Security is credited, and the 1 rustee shall not be liable or responsible for any loss resulting from any 
investment made in accordance with provisions of the Indenture. The Trustee shall be entitled to assume, absent 
receipt by the Trustee of written notice to the contrary, that any investment which at the time of purchase is an 
Investment Security remains an Investment Security. 

Tax Covenants 

Federal Guarantee Prohibition. The Authority shall not take any action or permit or suffer any action to be 
taken if the result of the same would be to cause any of the Bonds to be "federally guaranteed" within the 
meaning of section 149(b) of the Code. 

Rebate Requirement. The Authority shall take any and all actions necessary to assure compliance with 
section 148(f) of the Code, relating to the rebate of excess investment earnings, if any, to the federal government, 
to the extent that such section is applicable to the Bonds. 

No Arbitrage. The Authority shall not take, or permit or suffer to be taken by the Trustee or otherwise, 
any action with respect to the proceeds of the Bonds which, if such action had been reasonably expected to have 
been taken, or had been deliberately and intentionally taken, on the date of issuance of the Bonds would have 
caused the Bonds to be "arbitrage bonds" within the meaning of section 148 of the Code. 

Prohibited Facilities. No portion of the proceeds of the Bonds shall be used to provide any airplane, skybox 
or other private luxury box, health club facility, facility primarily used for gambling, or store the principal business 
of which is the sale of alcoholic beverages for consumption off premises. No portion of the proceeds of the Bonds 
shall be used for an office un1ess the office is 1ocated on the premises of the facilities constituting the Project and 
unless not more than a de 1nini1nus amount of the functions to be performed at such office is not related to the day
to-day operations of the Project. 

Use Covenant. The Authority shall not use or knowingly permit the use of any proceeds of Bonds or any 
other funds of the Authority, directly or indirectly, in any manner, and shall not take or permit to be taken any 
other action or actions, which would result in any of the Bonds being treated as an obligation not described in 
section 145 of the Code by reason of such Bond not meeting the requirements of section 145 of the Code. 

Maintenance of Tax-Exen1ption. The Authority shall take all actions necessary to assure the exclusion of 
interest on the Bonds from the gross income of the Owners of the Bonds to the same extent as such interest is 
permitted to be excluded from gross income under the Code as in effect on the date of issuance of the Bonds. 
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Continuing Disclosure 

Pursuant to the Loan Agreements, the Corporations have undertaken all responsibility for compliance 
with continuing disclosure requirements, and none of the Authority, the Trustee or the Dissemination Agent shall 
have any liability to the Owners of the Bonds or any other person with respect to S.E.C Rule 15c2-12. The Trustee 
covenants and agrees that it will comply with and carry out all of the provisions of the Loan Agreements 
applicable to it. Notwithstanding any other provision of the Indenture, failure of the Corporations or the 
Dissemination Agent to comply with the Continuing Disclosure Certificates shall not be considered an Event of 
Default; however, the Trustee shall at the request of the Owners of at least 25°/o aggregate principal amount of 
Outstanding Bonds, to the extent indemnified to its satisfaction from any liability, cost or expense, including fees 
and expenses of its attorneys, or any Owner or Beneficial Owner may take such actions as may be necessary and 
appropriate, including seeking mandate or specific performance by court order, to cause the Corporations to 
comply with its obligations under the Loan Agreements or to cause the Trustee to comply with its obligations 
under the l ndenture. For purposes of this paragraph, "Beneficial Owner" means any person which has or shares 
the power, directly or indirectly, to make investment decisions concerning ownership of any Bonds (including 
persons holding Bonds through nominees, depositories or other intermediaries). 

Events of Default; Remedies on Default 

"Events of Default" under the Indenture include: (1) default in the due and punctual payment of the 
principal or Redemption Price of or interest on any Bond or any premium due to the Office under the Contracts of 
Insurance; (2) default by the Authority to observe or perform any other covenants, agreement or conditions on its 
part contained in the Indenture or the Bonds, which failure shall have continued for a period of 60 days after 
written notice thereof to the Authority and the Corporations from the Trustee or to the Authority, the 
Corporations and the Trustee from the holders of not less than 25o/o in aggregate principal amount of the 
Outstanding Bonds; (3) a Loan Default Event; or (4) if a Corporation or its creditors file a petition alleging 
insolvency, requesting reorganization, or a composition of creditors, or for an assignment fnr the benefit of 
creditors, in any court, the Office shall have the right to vote in the place and stead of all Bondholders, so long as 
the Office provides to the Trustee ten (10) days or more before any such vote that the Contracts of Insurance will 
remain in effect after such vote, on any plan of reorganization, agreement for a composition of creditors, and on 
any assignment for the benefit of creditors. See "LOAN AGREEMENT-Loan Default Events." 

During the continuance of an Event of Default, the Trustee may, and upon receipt of instructions from 
the Holders of a majority in aggregate principal amount of the Bonds then Outstanding, shall, upon notice in 
writing to the Authority, the Office and the Corporations, declare the principal of all of the Bonds then 
Outstanding allocable to the defaulting Corporation, and the interest accrued thereon, to be due and payable 
immediately, and upon any such declaration the same shall become and shall be immediately due and payable, 
anything in the Indenture or in the Bonds contained to the contrary notwithstanding; provided, however, that no 
such declaration may be made if the Contracts of Insurance are in effect and the Office is not in default thereunder 
unless (i) the Trustee is required to make such declaration pursuant to the Indenture or (ii) the Office consents to 
such acceleration and agrees to pay an amount equal to the full principal amount Outstanding and interest 
thereon at the stated interest rates to the date of acceleration. 

In addition, the Trustee in its discretion may, and upon written request of the Office or the holders of not 
less than 25°/o in aggregate principal amount of the Bonds then Outstanding and the written consent of the Office, 
and upon being indemnified to its satisfaction therefor shall, proceed to protect or enforce its rights or the rights of 
such Bondholders under the Indenture, the Loan Agreements, the Regulatory Agreements, the Contracts of 
Insurance, the Deeds of Trust or the Act or other law. No Bondholder has the right to institute any proceeding 
unless (1) such Bondholder shall have given written notice to the Trustee of the occurrence of an Event of Default, 
(2) the holders of not less than 25% in aggregate principal amount of all the Bonds then Outstanding shall have 
made written request upon the Trustee to institute such proceedings in its own name, (3) such Bondholder or 
Bondholders shall have tendered to the Trustee reasonable indemnity against the expenses to be incurred in 
compliance with such request, (4) the Trustee shall have refused or omitted to comply with such request for a 
period of 60 days after receipt of such written notice and tender of indemnity; and (5) except as otherwise 
permitted under the Indenture, the Office has consented in writing. 

Collection Upon Insurance 

Upon the occurrence and continuance of an Event of Default, the Trustee shall proceed to take such steps 
as are necessary, in the reasonable judgment of the Trustee, to collect upon the insurance required by the 
1nsurance Law. If the Office and the Treasurer of the State have notified the Trustee in writing that they elect to 
pay such in.,;;urance by means of debentures of the Office's Health Facility Construction Loan Insurance Fund, the 
Trustee shall as soon as practicable provide notice to each Owner of the exchange of such debentures for the 
Bonds then Outstanding in the same manner as for notice of redemption, and shall deliver to each Owner, as 
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soon as practicable after surrender of such Owner's Bonds, debentures received from the Office in a principal 
amount equal to the principal amount of such Bonds plus accrued interest thereon and having maturities the 
same as such Bonds, bearing interest at such rate or rates equa1 to the rates on the respective Bonds. Bonds not 
delivered for exchange are no longer entitled to payment and become evidence of only the right to receive the 
related debenture, Bonds shall be delivered to the Office as required by the Act, and upon redelivery to the 
Trustee by the Office in accordance with the provisions of the Contracts of Insurance, Bonds shall be cancelled 
and destroyed by the Trustee. 

Amendment of Indenture 

The Authority and the Trustee may, by supplemental indenture, without the consent of any Bondholders 
but with the written consent of the Corporations and the Office, amend the Indenture only for certain purposes 
specified in the indenture, including (1) to add to the covenants and agreements of the Authority, to pledge or 
assign additional security for the Bonds (or any portion thereof), or to surrender any right or power reserved to or 
conferred upon the Authority; (2) to make provisions to cure any ambiguity, inconsistency or omission, or to cure 
or correct any defective provision, contained in the Indenture or in regard to matters or questions arising under 
the Indenture, not inconsistent with the Indenture; (3) to modify, amend or supplement the Indenture to permit 
qualification under the Trust Indenture Act of 1939, as amended; or (4) modify, amend or supplement the 
provisions relating to the giving of notice to comply with the Securities and Exchange Commission guidelines. 
With the consent of the Office and the holders of not less than a majority in aggregate principal amount of the 
Bonds then Outstanding, a supplemental indenture may amend the Indenture in any manner, provided that no 
such supplemental indenture shall (1) extend the fixed maturity of any Bond, reduce the mount of principal 
thereof, reduce the rate of interest thereon, extend the time of payment of interest thereon, extend the time of 
payment or reduce the amount of any Mandatory Sinking Account Payment, or reduce any premium payable 
upon the redemption thereof, without the consent of the holder of each Bond so affected, or (2) reduce the 
aforesaid percentage of Bonds the consent of the holders of which is required for such modification or 
amendment, or permit the creation of any lien on the Revenues or other assets pledged under the Indenture prior 
to or on a parity with the lien created by the Indenture or deprive the holders of the Bonds of the lien created by 
the Indenture upon the Revenues and other assets (except as expressly provided in the Indenture and the Loan 
Agreements), without the consent of the holders of all the Bonds then Outstanding. 

Defeasance 

Bonds may be paid by the Authority or the Trustee on behalf of the Authority in any of the following 
ways: 

(1) by paying or causing to be paid the principal or Redemption Price of and interest on Bonds 
Outstanding, as and when the same become due and payable; 

(2) by depositing with the Trustee in trust, at or before maturity, money or securities in the necessary 
amount (as provided in the Indenture) to pay or redeem all Bonds then Outstanding; or 

(3) by delivering to the Trustee for cancellation by it, all Bonds then Outstanding. 

If the Authority shall pay all Outstanding Bonds and shall also pay all other sums payable under the Indenture by 
the Authority, then at the election of the Authority the Indenture and the pledge of the Revenues and other assets 
and all covenants, agreements and other obligations of the Authority under the Indenture shall cease, terminate, 
become void and be completely discharged and satisfied except that thereafter, Bondholders shall he entitled to 
payment by the Authority, and the Authority shall remain liable therefor, but only out of such money or securities 
deposited with the Trustee. 

Bond Insurance Provisions 

Puyments Under the Policy. 

(a) If, on the third day preceding any Interest Payment Date there is not on deposit with the Trustee 
sufficient moneys available to pay all principal of and interest on the Ronds due on such date, the Trustee shall 
immediately notify the Insurer and the Insurer's Fiscal Agent of the amount of such deficiency. If, by said Interest 
Payment Date, the Authority has not provided the amount of such deficiency, the Trustee shall simultaneously 
make available to the Insurer and to the Insurer's Fiscal Agent the registration books of the Trustee. In addition: 

(i) The Trustee shall provide the Insurer with a list of the Owners entitled to receive principa] or 
interest payments from the Insurer under the terms of the Policy and shall make arrangements for the 
Insurer and the Insurer's Fiscal Agent (1) to mail checks or drafts to Owners entitled to receive full or 
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partial interest payments from the Insurer and (2) to pay principal of the Bonds surrendered to the 
Jnsurer's Fiscal Agent by the Owners entitled to receive full or partial principal payments from the 
Insurer; and 

(ii) The Trustee shall, at the time it makes the registration books of the Trustee available to the 
Insurer pursuant to (i) above, notify Owners entitled to receive the payment of principal of or interest on 
the Bonds from the Insurer (1) as to the fact of such entitlement, (2) that the Insurer will remit to them all 
or part of the interest payments coming due subject to the terms of the Policy, (3) that, except as 
provided in paragraph (b) below, in the event that any 0\vner is entitled to receive full payment of 
principal from the Insurer, such Owner must tender his Bond with the instrument of transfer in the form 
provided on the Bond executed in the name of the Insurer, and (4) that, except as provided in paragraph 
(b) below, in the event that such Owner is entitled to receive partial payment of principal from the 
Insurer, such Owner must tender his Bond for payment first to the Trustee, which shall note on such 
Bond the portion of principal paid by the Trustee, and then, with an acceptable form of assignment 
executed in the name of the Insurer, to the lnsurer1s Fiscal Agent, which will then pay the unpaid 
portion of principal to the Owner subject to the terms of the Policy. 

(b) In the event that the Trustee has notice that any payment of principal of or interest on a Bond has 
been recovered from an Owner pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in 
accordance wit the final, nonappealable order of a court having competent jurisdiction, the Trustee shall, at the 
time it provides notice to the Insurer, notify all Owners that in the event that any Owner's payment is so 
recovered, such Owner will be entitled to payment from the Insurer to the extent of such recovery, and the 
Trustee shall furnish to the Insurer its records evidencing the payments of principal of and interest on the Bonds 
which have been made by the Trustee and subsequently recovered from Owners, and the dates on which such 
payments were made. 

(c) The Insurer shall, to the extent it makes payment of principal of or interest on the Bonds, become 
subrogated to the rights of the recipients of such payments in accordance with the terms of the Policy and, to 
evidence such subrogation, (i) in the case of subrogation as to claims for past due interest, the Trustee shall note 
the Insurer's rights as subrogee on the registration books of the Trustee upon receipt from the Insurer of proof of 
the payment of interest thereon to the Owners of such Bonds and (ii) in the case of subrogation as to claims for 
past due principal, the Trustee shall note the Insurer's rights as subrogee on the registration books of the Trustee 
upon receipt of proof of the payment of principal thereof to the Owners of such Bonds. Notwithstanding anything 
in the Indenture or the Bonds to the contrary, the Trustee shall make payment of such past due interest and past 
due principal directly to the Insurer to the extent that the Insurer is a subrogee with respect thereto. 

Default-Related Provisions 

(a) In determining whether a payment default has occurred or whether a payment on the Bonds 
has been made under the Indenture, no effect shall be given to payments made under the Policy. 

(b) Any acceleration of the Bonds or any annulment thereof shall be subject to the prior written 
consent of the Insurer (if it has not failed to comply with its payment obligations under the Policy) 

(c) The Insurer shall receive immediate notice of any payment default and notice of any other 
default known to the Trustee within 30 days of the Trustee's knowledge thereof. 

(d) For all purposes of the Indenture provisions governing events of default and remedies, 
except the giving of notice of default to Owners, the Insurer shall be deemed to be the sole holder of the 
Bonds it has insured for so long as it has not failed to comply with its payment obligations under the 
Policy. 

(e) The Insurer shall be included as a party in interest and as a party entitled to (i) notify the 
Authority, the Trustee or any applicable receiver of the occurrence of an event of default and (ii) request 
the Trustee or receiver to intervene in judicial proceedings that affect the Bonds or the security therefor. 
The Trustee or receiver shall be required to accept notice of default from the Insurer. 

Arnend1nents and Supplen1ents. Any amendment or suppJement to the Indenture or the Loan Agreement 
shall be subject to the prior written consent of the Insurer. Any rating agency rating the Bonds must receive notice 
of each amendment and a copy thereof at least 15 days in advance of its execution or adoption. The Insurer shall 
be provided with a full transcript of all proceedings relating to the execution of any such amendment or 
supplement. 
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Successor Trustees. Any successor Trustee or co-Trustee must have combined capital, surplus and 
undivided profits of at least $50 million, unless the Insurer shall otherwise approve. No resignation or removal of 
the Trustee shall become effective until a successor has been appointed and has accepted the duties of Trustee. 
The Insurer shalJ be furnished with written notice of the resignation or removal of the Trustee and the 
appointment of any successor thereto. 

Defi;asance Provisions, Only Defeasance Obligations shall be used to effect defeasance of the Bonds unless 
the Insurer otherwise approves. J n the event of an advance refunding, the Authorjty shall cause to be delivered a 
verification report of an independent nationally recognized certified public accountant. If a forward supply 
contract is employed in connection with the refunding, (i) such verification report shall expressly state that the 
adequacy of the escrow to accomplish the refunding relies solely on the initial escrowed investments and the 
maturing principal thereof and interest income thereon and docs not assume performance under or compliance 
with the forward supply contract, and (ii) the applicable escrow agreement shall provide that in the event of any 
discrepancy or difference between the terms of the forward supply contract and the escrow agreement (or the 
authorizing document, if no separate escrow agreement is utiJized), the terms of the escrow agreement or 
authorizing document, jf app1icable, shalJ be controlling. 

Reporting Requirenu;nts. The Jnsurer shall be provided with the folloiving information: 

(a) Notice of any drawing upon or deficiency due to market fluctuation in the amount, if any, on 
deposit, in the Bond Reserve Account; 

1934; 
(b) Notice of any material events pursuant to Rule 15c2-12 of the Securities Exchange Act of 

(c) Notice of the redemption, other than mandatory sinking fund redemption, of any of the 
Bonds, or of any advance refunding of the Bonds, including the principal amount, maturities and CUSIP 
numbers thereof; and 

(d) Such additional information as the Insurer may reasonably request from time to time. 

LOAN AGREEMENT 

The Loan Agreements provide the terms of the loan of Bond proceeds to the Corporations and the 
repayment of and security for such loan provided by the Corporations. Certain of the provisions of the Loan 
Agreements are summarized below. This su1n111ary does not purport to be complete or d~finitive and is qualified in its 
entirety by reference to the full terms of the Loan Agreements. The follou,ing summary of the Loan Agreements, though 
written in the singular tense, should be assumed to be identical for all Loan Agreements. 

Payment of Loan Repayments 

In consideration of the loan of the proceeds of the Bonds to the Corporation, the Corporation agrees that, 
on or before the first day of each month and as long as any of the Bonds remain Outstanding, it will pay to the 
Trustee for deposit in the Revenue Fund such amount as is required by the Trustee to make the transfers and 
deposits required by the Indenture, including, without limitation, amounts required to replenish the Bond 
Reserve Account to the Bond Reserve Account Requirement in the event of deficiencies therein. Notwithstanding 
the foregoing, if five (5) Business Days prior to any interest or principal payment date with respect to the Bonds, 
the aggregate amount in the Revenue Fund (other than Bond Reserve Account) is for any reason insufficient or 
unavailable to 1nake the required payments of principal (or Redemption Price) of or interest on the Bonds then 
becoming due (whether by maturity, redemption or acceleration}, the Corporation must pay the amount of any 
such deficiency to the Trustee. Except as otherwise expressly provided therein, all amounts payable by the 
Corporation to the Authority are to be paid to the Trustee as assignee of the Authority and the Loan Agreement 
and all right, titJe and interest of the Authority in any such payments are assigned and pledged to the Trustee so 
Jong as any Bonds remain Outstanding. 

Additional Payments 

In additjon to the Loan Repayments, the Corporation is required to also pay to the Authority or to the 
Trustee, as the case may be, "Additional Payments," as follows: 

(a) All taxes and assessments of any type or character charged to the Authority or to the Trustee affecting 
the amount available to the Authority or the Trustee from payments to be received under the Loan Agreement or 
in any way arising due to the transactions contemplated by the Loan Agreement (including taxes and assessments 
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assessed or levied by any public agency or governmental authority of whatsoever character having power to 1evy 
taxes or assessments) but excluding franchise taxes based upon the capital and/or income of the Trustee and 
taxes based upon or measured by the net income of the Trustee; pro11ided, hotvever, that the Corporation has the 
right to protest any such taxes or assessments and to require the Authority or the Trustee, at the Corporation's 
expense, to protest and contest any such taxes or assessments levied upon them and that the Corporation has the 
right to withhold payment of any such taxes or assessments pending disposition of any such protest or contest 
unless such withholding, protest or contest would adversely affect the rights or interests of the Authority or the 
Trustee; 

(b) All reasonable fees, charges and expenses of the Trustee for services rendered under the Indenture, as 
and when the same become due and payable; 

(c) The reasonable fees and expenses of such accountants, consultants, attorneys and other experts as 
may be engaged by the Authority or the Trustee to prepare audits, financial statements, reports, opinions or 
provide such other services required under the Loan Agreement, the Contract of Insurance, the Regulatory 
Agreement, the Deed of Trust or the Indenture; 

(d) The annual fee and reasonable fees and expenses of the Authority or any agency of the State, selected 
by the Authority to act on its behalf in connection with the Loan Agreement, the Contract of Insurance, the 
Regulatory Agreement, the Deed of Trust, the Bonds or the Indenture, including, without limitation, any and all 
expenses incurred in connection with the authorization, issuance, sale and delivery of any such Bonds in 
connection with any litigation which may at any time be instituted involving the Loan Agreement, the Contract of 
Insurance, the Regulatory Agreement, the Deed of Trust, the Bonds or the Indenture or any of the other 
documents contemplated thereby, or in connection with the supervision or inspection of the Corporation, its 
properties, assets or operations or otherwise in connection with the administration of the Loan Agreement, the 
Contract of Insurance, the Regulatory Agreement, the Deed of Trust, the Bonds or the Indenture; 

(e) Any fees and other costs required to be incurred by the Authority and/or the Trustee to comply with 
the provisions of the Indenture relating to the payment of rebate, including but not limited to any expenses 
related to computations to determine if moneys are required to be rebated to the United States; and 

(f) All other reasonable and necessary fees and expenses of the Authority attributable to the Loan 
Agreement. 

Gross Revenue Fund 

The Corporation agrees that, so long as any of the Loan Repayments remain unpaid, all of the Gross 
Revenues of the Corporation shall be deposited as soon as practicable upon receipt in a fund designated as the 
"Gross Revenue Fund" which the Corporation shall establish and maintain in an account or accounts at such 
banking institution or institutions as the Corporation shall from time to time designate in writing to the Trustee 
and to the Office for such purpose (the "Depository Bank(s)"). Subject only to the provisions of the Loan 
Agreement permitting the application thereof for the purposes and on the terms and conditions set forth therein, 
the Corporation pledges and, to the extent permitted by law, grants a security interest to the Trustee (as assignee 
of the Authority) and to the Office in, the Gross Revenue Fund and all of the Gross Revenues of the Corporation 
to secure the payment of Loan Repayments and the performance by the Corporation of its other obligations under 
the Loan Agreement and the Regulatory Agreement and with respect to Parity Debt. The Corporation agrees to 
execute and cause to be fi)ed Uniform Commercial Code financing statements in form and substance satisfactory 
to the Office, agrees to execute a deposit account control agreement with the Depository Bank with respect to the 
security interest granted under the Loan Agreement and agrees to execute and deliver such other documents 
(including, but not limited to, control agreements and continuation statements) as may be necessary or reasonably 
requested by the Authority, the Office or the Trustee in order to perfect or maintain as perfected such security 
interest or give public notice thereof. 

Amounts in the Gross Revenue Fund may be used and withdrawn by the Corporation at any time for 
any ]awful purpose, except as provided below. In the event that the Corporation is delinquent for more than one 
Business Day in the payment of any Loan Repayment or any payment required with respect to Parity Debt, the 
Authority or the Trustee will notify the Corporation, the Office and the Depository Bank(s) of such delinquency, 
and, unless such Loan Repayment or payment with respect to Parity Debt is paid within ten days after receipt of 
such notice, upon request of the Trustee the Corporation shall cause the Depository Bank(s) to transfer the Gross 
Revenue Fund to the name and credit of the Trustee, but only with the consent of the Office (provided that such 
consent shall be required only if the Contract of Insurance is in effect and the Office is not in default thereunder). 
All Gross Revenues of the Corporation shall continue to be deposited in the Gross Revenue Fund but to the name 
and credit of the Trustee until the amounts on deposit in said fund are sufficient to pay in full, or have been used 
to pay in full, all Loan Repayments and payments with respect to Parity Debt in default and all other Loan 
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Default Events and events of default with respect to Parity Debt known to the Trustee shall have been made good 
or cured to the satisfaction of the Trustee or provision deemed by the Trustee to be adequate shall have been 
made therefor, whereupon the Gross Revenue Fund (except for the Gross Revenues required to make such 
payments or cure such defaults) shall be returned to the name and credit of the Corporation. During any period 
that the Gross Revenue Fund is held in the name and to the credit of the Trustee, the Trustee shall use the 
withdrawn amounts in said fund from time to time to make Loan Repayments, Additional Payments, and the 
other payments required of the Corporation under the Loan Agreement or with respect to any Parity Debt as such 
payments become due (whether by maturity, redemption, acceleration or otherwise), and, if such amounts shall 
not be sufficient to pay in full all such payments due on any date, then to the payment of Loan Repayments, 
Additional Payments and Debt Service on such Parity Debt ratably, according to the amounts due respectively for 
Loan Repayments and such Debt Service, without any discrimination or preference, and to such other payments 
in the order which the Trustee, in its discretion, shall determine to be in the best interests of the holders of the 
Bonds and such Parity Debt, without discrin1ination or preference. During any period that the Gross Revenue 
Fund is held in the name and to the credit of the Trustee, the Corporation shall not be entitled to use or withdraw 
any of the Gross Revenues of the Corporation unless and to the extent that the Trustee, at its sole discretion (or as 
directed by the Office), so directs for the payment of current or past due operating expenses of the Corporation; 
provided, ho1ocper, that the Corporation shall be entitled to use or withdraw any amounts in the Gross Revenue 
Fund which do not constitute Gross Revenues of the Corporation. The Corporation further agrees that a failure to 
comply with the terms of the Gross Revenue pledge shall cause irreparable harm to the holders from time to time 
of the Bonds and of Parity Debt, and shall entitle the Trustee, with or without notice to the Corporation but with 
the consent of the Office (provided that such consent shall be required only if the Contract of Insurance is in effect 
and the Office is not in default thereunder), to take immediate action to compel the specific performance of the 
obligations of the Corporation as provided above. 

Security for Corporation's Obligations 

In consideration of the issuance of the Bonds and the loan of the proceeds thereof to the Corporation 
under the Loan Agreement and to secure the payment of Loan Repayments and the performance of the other 
obligations of the Corporation under the Loan Agreement, the Corporation pledges and grants a security interest 
(subject to Permitted Encumbrances) to the Office in the Facilities. The Corporation has entered into the Deed of 
Trust to further secure the Corporation's obligations under the Loan Agreement. The Corporation agrees to 
execute and cause to be filed Uniform Commercial Code financing statements in form and substance satisfactory 
to the Office, and to execute and deliver such other documents (including, but not limited to, subordination 
agreements and continuation statements) as the Authority or the Office may reasonably require in order to perfect 
or maintain as perfected such security interest or give public notice thereof. The Deed of Trust, pursuant to its 
terms, may be amended and property released therefrom upon written notice to the Trustee with the consent of 
the Office without the necessity of obtaining the consent of the Authority, the Trustee or the Bondowners. 

Obligations of the Corporation Unconditional; Net Contract 

The obligations of the Corporation to make the Loan Repayments and Additional Payments required 
under the Loan Agreement and to perform and observe the other agreements on its part contained therein shall 
be absolute and unconditional, and shall not be abated, rebated, setoff, reduced, abrogated, terminated, waived, 
diminished, postponed or otherwise modified in any manner or to any extent whatsoever, while any Bonds 
remain Outstanding or any Additional Payments remain unpaid, regard]ess of any contingency, act of God, event 
or cause whatsoever, including, without limiting the genera1ity of the foregoing, any acts or circumstances that 
may constitute failure of consideration, eviction or constructive eviction, the taking by eminent domain or 
des-truction of or damage to the Facilities, commercial frustration of purpose, any changes in the Jaws of the 
United States of America or of the State or any political subdivision of either or in the rules or regulations of any 
governmental authority, or any failure of the Authority or the Trustee to perform and observe any agreement, 
whether express or implied, or any duty, liability or obligation arising out of or connected with the Loan 
Agreement or the Indenture. The Loan Agreement shall be deemed and constructed to be a "net contract," and 
the Corporation shall pay absolutely net the Loan Repayments, Additional Payments and all other payments 
required under the Loan Agreement., regardless of any rights of setoff, recoupn1ent, abatement or counterclaim 
that the Corporation might otherwise have against the Authority or the Trustee or any other party or parties. 

Prepayment 

The Corporation shall have the right at any time or from time to time to prepay all or any part of the 
Loan Repayments and the Authority agrees that the Trustee shall accept such prepayments when the same are 
tendered by the Corporation. All such prepayments (and the additional payment of any amount necessary to pay 
the applicable premiums, if any, payable upon the redemption of Bonds) shall be deposited upon receipt in the 
Redemption Fund established pursuant to the Indenture and used for the redemption or purchase of Outstanding 
Bonds in the manner and subject to the terms and conditions set forth in the Indenture. 
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Maintenance of the Facilities 

The Corporation shall maintain or cause to be maintained, throughout the term of the Loan Agreement, 
the Facilities as specified in the Regulatory Agreement. 

Maintenance of Existence; Affiliation, Merger, Consolidation, Sale or Transfer 

The Corporation shall maintain or cause to be maintained, throughout the term of the Loan Agreement, 
its existence and shall enter into agreements for affiliation, merger, consolidation, sale or transfer only as 
permitted in the Regulatory Agreement. 

Rates and Charges; Debt Coverage 

The Corporation shall operate the Facilities as revenue producing health care facilities. The Corporation 
shall fix, charge and coJlect, or cause to be fixed, charged and collected, subject to applicable requirements or 
restrictions imposed by law, such rates, fees and charges which, together with all other receipts and revenues of 
the Corporation and any other funds available therefor, are reasonably projected to be sufficient in each Fiscal 
Year to produce Net Income Available for Debt Service equal to at least 1.20 times Maximum Aggregate Annual 
Debt Service for such Fiscal Year. 

Within one hundred twenty (120) days after the end of each Fiscal Year (commencing with the first full 
Fiscal Year after the Closing Date), the Corporation shall compute the Net Income Available for Debt Service and 
Maximum Aggregate Annual Debt Service and promptly furnish to the Authority, the Trustee and the Office a 
Statement setting forth the results of such computation. The Corporation further covenants and agrees that if, at 
the end of such Fiscal Year, Net Inct)me Available for Debt Service shall have been Jess than 1.20 times Maximum 
Aggregate Annual Debt Service for such Fiscal Year, it will promptly employ a Management Consultant to make 
recommendations as to a revision of the rates, fees and charges of the Corporation or the methods of operation of 
the Corporation which will result in producing Net Income Available for Debt Service at least equal to 1.20 times 
Maximum Aggregate Annual Debt Service in the current Fiscal Year; provided, however, the Corporation need 
not so employ a Management Consultant if the Office consents, in writing, to a waiver of said covenant to 
employ a Management Consultant. Copies of the recommendations of the Management Consultant shall be filed 
with the Authority, the Trustee and the Office. The Corporation shall, to the extent feasible, promptly upon its 
receipt of such recommendations, subject to applicable requirements or restrictions imposed by law, revise its 
rates, fees and charges or its methods of operation or collections and shall take such other action as shall be in 
conformity with such recommendations; provided, however, the Corporation need not make such revisions or 
take such actions in conformity with such recommendations if (1) the Board makes a good faith determination 
that such recommendations, in whole or in part, are not in the best interests of the Corporation, and (2) the Office 
gives its written consent to the effect that the Corporation need not comply, in \vhole or in part, with such 
recommendations. In the event that the Corporation fails to comply with the recommendations of the 
Management Consultant, the Office may replace existing management with new management, which shall be 
chosen unilaterally by the Office. 

If the Corporation complies in all material respects with the reasonable recommendations of the 
Management Consultant in respect to said rates, fees, charges and methods of operation or collection, the 
Corporation will be deemed to have complied with the covenants set forth above for such Fiscal Year, 
notwithstanding that Net Income Available for Debt Service shall be less than the amount required above; 
provided, that (1) this sentence shall not be construed as in any way excusing the Corporation from taking any 
action or performing any duty required under the Regulatory Agreement or be construed as constituting a waiver 
of any other event of default under the Regulatory Agreement and (2) Net Income Available for Debt Service 
shall be at least equal to 1.0 times Aggregate Debt Service for such Fiscal Year. 

limitation on Encumbrances 

The Corporation shall not create, assume or suffer to exist and shall immediately satisfy or release any 
mortgage, deed of trust, pledge, security interest, encumbrance, lien, attachment or charge of any kind (including 
the charge upon property purchased under conditional sales or other title retention agreements) (a "security 
interest") upon the Facilities or the Gross Revenues, except as permitted by the Regulatory Agreement. 

Limitation on Indebtedness 

The Corporation shal1 not incur any indebtedness or financial obligations, including without limitation, 
by borrowing money, by assuming or guaranteeing the obligations of others, and by entering into insta11ment 
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purchase contracts or leases required to be capitalized in accordance with generally accepted accounting 
principles, except as permitted by the Regulatory Agreement. 

Limitations on Disposition of Property 

The Corporation shall not dispose of any cash or cash equivalents, shall not sell, lease, sublease, assign, 
transfer, encumber or otherwise dispose of all or any part or parts of its real property, and shall not sell, lease, 
sublease, assign, transfer, encumber or otherwise dispose of all or any part or parts of the Facilities, except as 
permitted by the Regulatory Agreement. 

Limitation on Acquisition of Property 

The Corporation shall not acquire additional property, plant and equipment (except (1) in the ordinary 
course of business, (2) with the proceeds of indebtedness pennitted by the Loan Agreement, or (3) as part of a 
merger or consolidation permitted by Loan Agreen1ent) by gift (other than unrestricted gifts of cash or 
unencumbered personal property), purchase, construction, merger or consolidation, except as permitted by the 
Regulatory Agreement. 

Accounting Records, Financial Statements and Budget 

The Corporation shall at all times keep, or cause to be kept, proper books of record and account, prepared 
in accordance with generally accepted accounting principles, in which complete and accurate entries shall be 
made of all transactions of or in relation to the business, properties and operations of the Corporation. Such books 
of record and account shall be available for inspection by the Authority, the Office and the Trustee at reasonable 
hours and under reasonable circumstances, all in accordance with the Regulatory Agreement. 

Licensing 

Under the Loan Agreement, the Corporation agrees to maintain all permits, licenses and other 
governmental approvals necessary for the operation of the FaciJities. 

Compliance with United States and California Constitutions 

The Corporation shall not restrict, nor grant preferences in, admissions to its Facilities on racial or 
religious grounds. In each year on the date the Corporation is required to provide the Corporation's audited 
financial statements in accordance with the Regulatory Agreement, the Authority and its designees shall have the 
right to inspect the Facilities at all reasonable times for the purpose of verifying the foregoing Certificate of the 
Corporation and due compliance by the Corporation with the Constitutions of the United States and of the State. 
This covenant shalJ survive the payment in full or defeasance of the Bonds. 

Tax Covenants 

Covenant to Maintain Status of Corporation. The Corporation covenants to maintain its status as an 
organization described in section 501(c)(3) of the Code. 

Corporation Ou.,nership of Financed Property. The Corporation covenants that all property provided with the 
proceeds of the Bonds will be owned (as o\vnership is determined for purposes of federal income taxation) by the 
Corporation, by an organization described in section 501(c)(3) of the Code or by a governmental unit. 

Prohibited Facilities. Prohibited Facilities. The Corporation represents and warrants that no portion of the 
proceeds of the Bonds shall be used to provide any airplane, skybox or other private luxury box, health club 
facility, facility primarily used for gambling, or store the principal business of \Vhich is the sale of alcoholic 
beverages for consumption off premises, and no portion of the proceeds of the Bonds shall be used for an office 
unless the office is located on the premises of the facilities constituting the Project and unless not more than a de 
mini mus amount of the functions to be performed at such office is not related to the day-to-day operations of the 
Project. 

No Unrelated Activities. The Corporation covenants that no part of the portion of the Project financed with 
the Bonds will be used for (i) activities constituting unrelated trades or businesses, determined by applying section 
513(a) of the Code, or (jj) activities constituting any trade or business of an entity other than a organization 
described in section 510(c)(3) of the Code or a governmental unit, if such use adversely affects the exclusion from 
gross income for federal income tax purposes of interest on the Bonds. 
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Costs of Issuance Liniitation. The Corporation covenants that no portion of the proceeds of the Bonds will 
be used for costs of issuance of the Bonds in excess of an amount equa1 to two percent (2o/o) of the principal 
amount of the Bonds, less original issue discormt (if any) on the Bonds, all within the meaning of section 147(g)(l) 
of the Code. 

Expenditure of Proceeds to Assure Qualified 501(c)(3) Bonds. The Corporation shall assure that the proceeds of 
the Bonds are expended so as to cause the Bonds to constitute "qualified 501(c)(3) bonds" within the meaning of 
section 145 of the Code. 

Federal Guarantee Prohibition. The Corporation shalJ not knowingly take any action or knowingly permit or 
suffer any action to be taken if the result of the same would be to cause the Bonds to be "federally guaranteed" 
within the meaning of section 149(b) of the Code. 

Us,ful Life. The Corporation represents and warrants that, within the meaning of section 147(a)(14) of the 
Code, the average maturity of the Bonds does not exceed 120 percent of the average reasonably expected 
economic life of the facilities being financed with the proceeds of the Bonds. 

$150,000,000 Limitation. The Corporation covenants to comply with the provisions of section 145(b) of the 
Code so as to assure that the aggregate amount of bonds allocated to the Corporation does not exceed the limits 
specified in that section. 

Prohibited Uses 

No portion of the proceeds of the Bonds will be used to finance or refinance any faci1ity, place or building 
used or to be used primarily for sectarian instruction or study or as a place for devotional activities or religious 
worship and the Corporation will not use the facilities financed or refinanced with the proceeds of the Bonds, 
during the useful life thereof (irrespective of whether the Bonds are at the time Outstanding) for any such 
purposes. 

No portion of the proceeds of the Bonds will be used to finance or refinance any facility, place or building 
used or to be used by a Person that is not a 501 (c)(3) Organization or a Governmental Unit or by a 501(c)(3) 
Organization (including the Corporation) in an Unrelated Trade or Business, in such manner or to such extent as 
would result in any of the Bonds being treated as an obligation not described in section 103(a) of the Code. 

Continuing Disclosure 

The Corporation covenants and agrees that it will comply with and carry out all of the prov1s1ons of the 
Continuing Disclosure Certificate. Notwithstanding any other provision of the Loan Agreement, failure of the 
Corporation to comply with the Continuing Disclosure Certificate shall not be considered a Loan Default Event; 
however, the Trustee shall, at the request of the Holders of at least 25°/o aggregate principal amount in 
Outstanding Bonds, to the extent indemnified to its satisfaction from any liability, cost or expense, including fees 
and expenses of its attorneys, or any Bondowner or Beneficial Owner may take such actions as may be necessary 
and appropriate, including seeking specific performance by court order, to cause the Corporation to comply with 
such obligations. For purposes of this paragraph, "Beneficial Owner" means any person which has or shares the 
power, directly or indirectly, to make investment decisions concerning ownership of any Bonds (including 
persons holding Bonds through nominees, depositories or other intermediaries). 

Covenants Relating to the Insurer 

Reporting Requirements. The Corporation covenants and agrees to provide notification to the Insurer in the 
event of any significant change in the financial condition of the Corporation and agrees to deliver its annual 
audited financial statements to the Insurer within 120 days after the end of each Fiscal Year. 

The Corporation will permit the Insurer to discuss the affairs, finances and accormts of the Corporation or 
any information the Insurer may reasonably request regarding the security for the Bonds with appropriate officers 
of the Corporation. The Corporation will permit the ]nsurer to have access to and make copies of all books and 
records relating to the Bonds and the security therefor at any reasonable time. 

Reimburse1nent. The Corporation shall pay or reimburse the Insurer any and all charges, fees, costs and 
expenses which the Insurer may reasonably pay or incur in connection with the (i) administration, enforcement, 
defense, or preservation of any rights or security under the Loan Agreement or under the Indenture; (ii) the 
pursuit of any remedies under the Loan Agreement or under the Indenture or otherwise afforded by law or 
equity, (iii) any amendment, waiver, or other action with respect to or related to the Loan Agreement or the 
Indenture whether or not executed or completed, (iv) the violation by the Corporation of any law, rule, or 
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regulation or any judgment, order or decree applicable to it, or (v) any litigation or other dispute in connection 
with the Loan Agreement or the Indenture or the transactions contemplated thereby, other than amounts 
resulting from the failure of the Insurer to honor its payment obligations under the Policy. The Insurer reserves 
the right to charge an administrative fee as a condition to executing any amendment, waiver or consent proposed 
in respect of any document or action taken after Closing Date in connection with the Bonds, the Loan Agreement 
or the Indenture. The Insurer reserves the right to require the payment of the reasonable fees and expenses of its 
counsel or other agents as a condition to executing any amendment, waiver ur consent proposed in respect of any 
document or action taken after Closing Date in connection with the Bonds. The obligations of the Corporation to 
the Insurer shall survive discharge and termination of the Loan Agreement. 

Indernnification. The Corporation shall protect, hold harmless and indemnify the Insurer for, from and 
against any and all liability, obligations, losses, claims and damages paid or incurred in connection with its 
business or properties, the Loan Agreement, the Indenture and any related instrument (including aIJ 
environmental liabilities regarding its properties, except that the Corporation shall not protect, hold harmless or 
indemnify the Jnsurer for the \villful or \vanton acts or omissions, mistakes, gross negligence of the Insurer, to the 
extent that such acts, omissions, mistakes, gross negligence of such party arc successfully alJeged to have caused 
the liability, obligation, loss, claim or damage) and expenses in connection with the Loan Agreement including 
reasonable attorneys' fees and expenses. The obligations of the Corporation to the Insurer shall survive discharge 
and termination of the Loan Agreement. 

Parties in Interest. The Insurer is and shall be a third party beneficiary of the Loan Agreement. 

Insurance Required 

The Corporation shall maintain or cause to be m<1intained throughout the term of the Loan Agreement, 
property, builders risk, boiler and machinery, commercial general liability, automobi1e, professional liability, 
fidelity, business interruption, extra expense, directors and officers, workers' compensation and title insurance in 
the amounts and subject to the other conditions relating thereto as specified in the Regulatory Agreement. 

Disposition of Insurance and Condemnation Proceeds 

The proceeds of insurance maintained by the Corporation against loss or damage by fire, lightning, 
vandalism, malicious mischief and all other risks covered by the extended coverage insurance endorsement then 
in use in the State or against loss or damage by risks covered by builders' risk insurance, the proceeds of any title 
insurance and the proceeds of any condemnation awards with respect to the Facilities, shall be applied in 
accordance with the provisions of the Regulatory Agreement. 

Nonliability of Authority 

The Authority shall not be obligated to pay the principal of, and premium, if any, and interest on the 
Bonds, except from Revenues. Neither the faith and credit nor the taxing power of the State of California or any 
political subdivision thereof is pledged to the payment of the principal of or premium, if any, or interest on the 
Bonds. 

Indemnification 

The Corporation shall indemnify and hold harmless the Authority and the Trustee and each such entity's 
officers, employees and agents from and against any and all losses, claims, damages, liabilities or expenses, of 
every conceivable kind, character and nature whatsoever (excepting therefrom only such losses, claims, damages, 
liabilities or expenses arising from (i) the gross negligence or willful misconduct of the Authority or its officers, 
employees or agents, and (ii) the negligence, default, bad faith or willful misconduct of the Trustee or its officers, 
employees and agents, respectively), including, but not limited to, losses, claims, damages, liabilities or expenses 
arising out of, resulting from or in any way connected with: (1) the Project, or the conditions, occupancy, use, 
possession, conduct or management of, work done in or about, or from the planning, design, acquisition, 
installation or construction, of the Project or any part thereof, including, without limitation, losses, claiins, 
damages, liabilities, frees, penalties or reasonable expenses arising out of, resulting from or in any way relating to 
any generation, processing, handlingr transportation, storage, treatment or dJsposal of solid wastes, Hazardous 
Materials or any other Hazardous Material Activity relating to the Property or the Project including, but not 
limited to, any of those activities occurring, to occur or having previously occurred on the Property or the Project 
and any Releases on, under or from the Property or the Project to the extent occurring or existing prior to the 
execution and delivery of the Loan Agreement; (2) the issuance of any Bonds or the carrying out of any of the 
transactions contemplated by the Bonds, the Loan Agreement, the Indenture or any related document; (3) any 
untrue statement or a11eged untrue statement of any material fact, or any omission to state a material fact 
necessary to make the statements made therein, in light of the circumstances under which they were made, not 
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misleading, in any official statement or other offering circular utilized by the Authority in connection with the sale 
of the Bonds; or (4) with respect to the Trustee, the acceptance or administration of the trusts granted under the 
Indenture so long as such trusts are discharged in good faith in accordance with the provisions of the Indenture. 
The Corporation shall pay or reimburse the Authority and the Trustee and each such entity's officers, employees 
and agents for any and all costs, reasonable attorneys' fees and expenses, liabilities or expenses incurred in 
connection with investigating, defending against or otherwise in connection with any such losses, claims, 
damages, liabilities, expenses or actions. 

Loan Default Events 

The following, among other things, will be "Loan Default Events" under the Loan Agreement: (1) failure 
to pay in full any payment required under the Loan Agreement when due; (2) failure to pay or cause to be paid 
any premiums required under the Contract of Insurance; (3) if any representation or warranty made by the 
Corporation in the Loan Agreement or in certain other documents in connection with the issuance of the Bonds 
shall at any time prove to have been incorrect in any material respect as of the time made; (4) failure by the 
Corporation to observe or perform any other covenant, condition, agreement or provision in the Loan Agreement 
or Regulatory Agreement for a period of 60 days after written notice to the Corporation by the Authority, the 
Office or the Trustee, except that if such failure C:'ln be remedied but not within such 60 days, and if the 
Corporation has taken all action reasonably possible to remedy such failure or breach within such 60 days, then 
such failure shall not become a Loan Default Event for so long as the Corporation diligently attempts such remedy 
subject to directions and limitations of time established by the Trustee or the Office; (5) if the Corporation 
abandons the Facilities, or any substantial part thereof and such abandonment continues for a period of 30 days 
after written notice thereof has been given to the Corporation by the Authority or the Trustee; (6) if any default 
shall exist under any agreement respecting Long-Term Indebtedness (other than Parity Debt) and if, as a result 
thereof, Long-Term Indebtedness in an aggregate principal amount in excess of 10°/o of the Corporation's 
Adjusted Annual Operating Revenues are declared immediately due and payable or a proceeding for enforcement 
is brought, except if the Corporation establishes reserves or obtains a surety bond acceptable to the Office for the 
payment of such Long-Term Indebtedness which, in the opinion of the Office, are adequate; (7) if any default 
exists under any instrument pursuant to which Parity Debt was issued and is Outstanding and such default 
continues after the grace period; (8) certain incidents of bankruptcy, insolvency or similar conditions; and (9) any 
Event of Default under the Indenture. 

Remedies on Default 

During the continuance of a Loan Default Event the Authority or the Trustee may, with the consent of 
the Office (provided that such consent shall not be required in the case of a Loan Default Event arising from the 
breach of a tax covenant or if the Contract of Insurance is not in effect or the Office is in default thereunder) 
among other things, declare all installments of Loan Repayments and Additional Payments payable for the 
remainder of the term of the Loan Agreement to be immediately due and payable. The Authority or the Trustee 
may take whatever legal action may be necessary or desirable to enforce the terms of the Loan Agreement. 

DEED OF TRUST 

Certain of the provisions of the Deeds of Trust are summarized below. This sutnniary does not purport to be 
complete or definitive and is qualified in its entirety by reference lo the full terms of the Deeds of Trust. The following 
sum1nary of the Deeds of Trust, though written in the singular tense, should be assumed to be identical for all 
Deeds of Trnst. 

The obligations of the Corporation pursuant to the Loan Agreement and the Regulatory Agreement are 
secured by the lien of a Deed of Trust upon the Facilities until such time as such purchase money obligation is 
paid in 

With the consent of the Office, the Deed of Trust may be amended or terminated at any time, without 
the necessity of obtaining the consent of the Trustee, the Authority or the holders of the Bonds or of Parity 
Debt. 

To the extent permitted under the Regulatory Agreement, certain property may be removed from the 
Hen and security interest of the Deed of Trust upon written request by the Office. 

Upon the failure of the Corporation to perform its obligations as required under the Deed of Trust, the 
trustee under the Deed of Trust, the Authority, the holders of Parity Debt or the Office, as beneficiaries, under the 
Deed of Trust may elect to do any or aJI of the following: (l) make any such payment or do any such act in such 
manner and to the extent necessary to protect the security of the Deed of Trust; (2) pay1 purchase, contest or 
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compromise any claim, debt, lien, charge or encumbrance which may affect or appear to affect the security of the 
Deed of Trust; (3) take possession of, and manage, operate or lease, the Property; and (4) declare all sums secured 
by the Deed of Trust to be immediately due and payable and sell the Facilities to satisfy the Jien of 'the Deed of 
Trust. Jf the Trustee elects to foreclose and sell the Facilities, there are certain applicable statutory time periods 
which must expire before such proceedings will be effective. 

The Regulatory Agreement confers certain powers and rights upon the Office which may limit the 
discretion of the trustee under the Deed of Trust. Before the benefits of the insurance are to be paid, the Office 
may require such trustee to (1) foreclose on the Deed of Trust and convey title to the Facilities to the Office; or (2) 
assign all security interests of the Bondholders under the Deed of Trust to the Office. In addition, the Office may 
share in the lien of the Deed of Trust with the interests of the Bondholders on a pro rata basis for advances made 
from the Insurance fund for payment on the Bonds. See "REGULATORY AGREEMENT." 

CONTRACT OF INSURANCE 

Certain of the pro1iisions of the Contracts of Insurance are s11mn1arized belozi,. This sumn1ary does not purport to be 
co"tplete or definitive and is qualified in its entirety by reference to the full tenns of th~ Contracts of Insurance. The 
follo1ving summary of the Contracts of Insurance, thouglt 1vritten in the singular tense, should be assumed to be 
identical for all Contracts of Insurance. 

The Contract of Insurance is an agreement among the Office, the Corporation and the Authority whereby 
the Corporation and the Authority agree to abide by the terms of the principal documents, and the Office agrees 
that the Bonds are eligible for insurance and are thereby insured under the Insurance Law. The Contract of 
Insurance provides that the insurance may be terminated only upon the occurrence of any of the following: (a) 
upon the payment in full by the Office of the Insurance of the Bonds, (b) upon the payment in full of the principal 
of and the accrued and unpaid interest on the Bonds (including defeasance of the Bonds) and all other amounts 
owing to the Owners and the Trustee under the Jndenture so that the Bonds are not Outstanding (other than any 
payment by the Insurer), or (c) upon the joint \Vritten request of the Authority, the Corporation and a11 the 
Owners as provided in Insurance Law Section 129185. The Contract of Insurance shall not be terminable at the 
option of the Office as a result of (i) failure of the Trustee or any other party to convey property foreclosed upon or 
otherwise acquired, or (ii) failure of the Trustee to deliver Bonds for exchange. The Contract of Insurance shall not 
be contestable as a result of fraud or misrepresentation by the Authority or for any other reason. 

(a) The Office shall (i) make curative payments pursuant to Insurance Law Section 129145 with respect to 
the Bonds until amounts in the Health Facility Construction Loan Insurance Fund maintained by the Office (the 
"Insurance Fund") fall below $10,000,000; and (ii) request that the Bonds be exchanged for debentures pursuant to 
the provisions of the Act and the Indenture \Vhen amounts in the Insurance Fund fall below $20,000,000. 

(b) The Office agrees to request of all appropriate officials of the State, at the time debentures are issued 
in exchange for the Bonds, that the debentures and the debenture indenture incorporate all requirements of 
Insurer with respect to the Bonds, as set forth in [nsurer's commitment with respect to the Bonds, as if the 
debentures were Bonds. 

(c) With respect to any Bond not delivered to the Trustee in connection with a debenture exchange with 
respect to the Bonds, the Office shall deliver the related debentures to the l rustee, and each such debenture, and 
all payments under each such debenture, shall be held by the Trustee in trust for the holder of the related Bond 
until such Bond is delivered to the Trustee for exchange. 

(d) Bonds delivered to the Office in exchange for debentures shall, immediately upon such delivery, be 
redelivered to the Trustee for cancellation in accordance with the Jndenture. 

(e) The Office covenants and agrees to provide its activity report as of June 30 to the Insurer within 120 
days after the end of each fiscal year. 

(f) The Office will permit Insurer and/or the Insurance Trustee to discuss the affairs, finances and 
accounts of the Office or any information the Insurer may reasonably request regarding the security for the Bonds 
with appropriate officers of the Office. The Office will permit the Insurer and/or the Insurance Trustee to have 
access to and make copies of aJI books and records relating to the Bonds, and the security therefor at any 
reasonable time. 

(g) The Office shall pay or reimburse the Insurer any and all charges, fees, costs and expenses which the 
Insurer may reasonably pay or incur in connection with the failure of the Office to honor its obligations under the 
Indenture. 
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(h) The Office shall protect, hold harmless and indemnify the lnsurer for, from and against any and all 
liability, obligations, losses, claims and damages paid or incurred in connection with the failure of the Office to 
honor its obligations under the lndenture, except that the Office shalJ not protect, hold harmless or indemnify the 
Insurer for the willful or wanton acts or omissions, mistakes, gross negligence of the Insurer, to the extent that 
such acts, omissions, mistakes, gross negligence of such party are successfully alleged to have caused the liability, 
obligation, loss, claim or damage) and expenses in connection with the Indenture including reasonable attorneys' 
fees and expenses. 

REGULATORY AGREEMENT 

Certain of thf' provisions of the Regulatory Agreements are sumrnarized below. This summary does not purport to be 
compleie or definitive and is qualified in its entirety by reference to the full terins of the Regulatory Agreernents. The 
follo1ving summary of the Regulatory Agreements, though written in the singular tense, should be assumed to be 
identical for all Regulatory Agreements. 

The Regulatory Agreement is an agreement among the Office, the Authority and the Corporation to 
establish the requirements of the Office with respect to certain details of the financing transaction. The Regulatory 
Agreement also sets out certain business covenants of the Corporation, including maintenance, operation and 
management of the Facilities and limitations on encumbrances, assignment and transfer of any part of the 
Facilities and other matters. The Regulatory Agreement also provides for the rights and obligations of the parties 
in the event of a default and provides for the manner in which the benefits of the insurance are to be paid. 
Specifically, the Office shall notify the State Treasurer, upon surrender to the Office by the Trustee of (1) title or 
the security interest created by the Deed of Trust, (2) assignment of all claims of the Authority and the Trustee 
against the Corporation or others, arising out of the sale of the Bonds or foreclosure proceedings, and (3) each 
Bond which has been surrendered to the Trustee, and the Office shall have the option, at any time and from time 
to time thereafter to cause debt service payments with respect to the Bonds to be made from any money available 
therefor including the Insurance Fund, or to request the State Treasurer to issue to the Trustee debentures having 
the same maturities and interest rates as the surrendered Bonds, in a total face amount equal to all amounts due 
under the Indenture. The Regulatory Agreement provides that the Office shall share in the lien of the Deed of 
Trust for, and to the extent of, insurance payments. 

Rates and Charges; Debt Coverage 

A. The Corporation shall operate the Facilities as revenue producing health care facilities. The 
Corporation shall fix, charge and collect, or cause to be fixed, charged and collected, subject to applicable 
requirements or restrictions imposed by law, such rates, fees and charges which, together with all other receipts 
and revenues of the Corporation and any other funds available therefor, are reasonably projected to be sufficient 
in each Fiscal Year to produce Net Income Available for Debt Service in the amounts set forth therein. 

B. Within one hundred twenty (120) days after the end of each Fiscal Year (commencing with the first full 
Fiscal Year after the Closing Date), the Corporation shall compute the Net Income Available for Debt Service and 
Maximum Aggregate Annual Debt Service, and promptly furnish to the Authority, the Trustee and the Office a 
Statement setting forth the results of such computation. 

The Corporation further covenants and agrees that if, at the end of such Fiscal Year Net Income 
Available for Debt Service shall have been less than as covenanted, it will promptly employ a Management 
Consultant to make recommendations as to a revision of the rates, fees and charges of the Corporation or the 
methods of operation of the Corporation which will result in producing Net Income Available for Debt Service at 
least equal to less than as covenanted in the current Fiscal Year; provided, however, the Corporation need not so 
employ a Management Consultant if the Office consents, in writing, to a waiver of said covenant to employ a 
Management Consultant. Copies of the recommendations of the Management Consultant shall be filed with the 
Authority, the Trustee and the Office. The Corporation shall, to the extent feasible, promptly upon its receipt of 
such recommendations, subject to applicable requirements or restrictions imposed by law, revise its rates, fees 
and charges or its methods of operation or collections and shall take such other action as shall be in conformity 
with such recommendations; provided, however, the Corporation need not make such revisions or take such 
actions in conformity with such recommendations if (1) the Board makes a good faith determination that such 
recommendations, in whole or in part, are not in the best interests of the Corporation, and (2) the Office gives its 
written consent to the effect that the Corporation need not comply, in whole or in part, with such 
recommendations. In the event that the Corporation fails to comply with the recommendations of the 
Management Consultant, the Office may replace existing management with new management, which shall be 
chosen unilaterally by the Office. 
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If the Corporation complies in all material respects \Vith the reasonable recommendations of the 
Management ConsuJtant in respect to said rates, fees, charges and methods of operation or collection, the 
Corporation will be deemed to have complied with the above covenants for such Fiscal Year, notwithstanding 
that Net Income Available for Debt Service shall be less than the amount required under paragraph A above; 
provided, that (1) this sentence shall not be construed as in any way excusing the Corporation from taking any 
action or performing any duty required under the Regulatory Agreement or be construed as constituting a \vaiver 
of any other event of default under the Regulatory Agreement and (2) Net Income Available for Debt Service 
shall be at least equal to 1.0 times Aggregate Debt Service for such Fiscal Year. 

E. Notwithstanding the foregoing, the Corporation may permit the rendering of service at, or the use of, 
the Facilities without charge or at reduced charges, at the discretion of the Board, to the extent necessary for 
maintaining its tax-exempt status or to establish or maintain its eligibility for grants, loans, subsidies or payments 
from the United States of America, any instrumentality thereof, or the State or any political subdivision or 
instrumentality thereof, or in compliance with any recommendation for free services that may be made by the 
Management Consultant. 

Limitation on Encumbrances 

The Corporation shall not create, assume or suffer to exist and shall immediately satisfy or release any 
mortgage, deed of trust, pledge, security interest, encumbrance, lien, attachment or charge of any kind (including 
the charge upon property purchased under conditional sales or other title retention agreements) upon the 
Facilities or the Gross Revenues; provided, hou,ez1er, that notwithstanding the foregoing provision, the Corporation 
may create, assume or suffer to exist Permitted Encumbrances. 

Limitation on Indebtedness 

A. The Corporation shall not incur any indebtedness or financial obligations, including without 
limitation, by borrowing money, by assuming or guaranteeing the obligations of others, and by entering into 
installment purchase contracts or leases required to be capitalized in accordance with generally accepted 
accounting principles, except the Corporation may incur the following: 

1. Obligations and liabilities under the Regulatory Agreement, the Loan Agree1nent, or the 
Indenture, including any supplements or amendn1ents thereto in connection with the issuance of any 
additional series of Bonds; 

2. Contractual liabilities (other than liabilities for borrowed money or liabilities which would 
otherwise be considered indebtedness under generally accepted accounting principles) for which moneys 
are available in the Project Fund under the lndenture or otherwise; 

3. Short-Term Indebtedness with the prior written consent of the Office and provided that no 
amount of Short-Term Indebtedness shall be outstanding for a period of thirty (30) consecutive days 
during each Fiscal Year. The aggregate amount incurred by the Corporation under this subsection shall 
not exceed at the time of incurrence ten percent (10':X,) of the Corporation's Adjusted Annual Operating 
Revenues for the most recent Fiscal Year for which audited financial statements are available; 

4. Liabilities for contributions to self-insurance programs; 

5. Long-Term Indebtedness (which may be Parity Debt) incurred for the purpose of refinancing 
outstanding Long-Term Indebtedness provided that 

a. the Office has consented in writing to the incurring of such indebtedness, and 

b. the issuance of such Long-Term Indebtedness does not increase Maximum 
Aggregate Annual Debt Service by more than ten percent (10°/o), as certified by a written report 
of an Accountant which shall be filed with the Trustee and the Office; 

6. Long-Term Indebtedness (which may be Parity Debt), provided that 

a. the Office has consented in writing to the incurring of such indebtedness, and 

b. (I) Net Income Available for Debt Service, as certified by a written report of an 
Accountant which shall be filed with the Authority, the Trustee and the Office for the most 
recent Fiscal Year for which audited financial statements are available immediately preceding 
the date of incurrence of such Long-Term Indebtedness was at least equal to 1.25 times 
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Maximum Aggregate Annual Debt Service on all outstanding Long-Term Indebtedness and the 
Long-Term lndebtedness proposed to be incurred, or 

(2) (a) Net Income Available for Debt Service, as certified by a written report of 
an Accountant which shall be filed with the Trustee and the Office, for the most recent 
Fiscal Year for which audited financial statements are available immediately preceding 
the date of incurrence of such Long-Term Indebtedness was at least equal to 1.25 times 
Maximum Aggregate Annual Debt Service on all Long-Term Indebtedness then 
outstanding, and 

(b) Net Income Available for Debt Service, as shown in a written feasibility 
report prepared by a Management Consultant and filed with the Trustee and the Office, 
for each of the first two Fiscal Years following the incurrence of such Long-Term 
Indebtedness (or, if such Long-Term Indebtedness is incurred to finance additional 
facilities, in each of the first three Fiscal Years following the Fiscal Year when it is 
proposed that such Facilities will be completed and placed in service) is forecasted to be 
at least 1.25 times Maximum Aggregate Annual Debt Service on all Long-Term 
Indebtedness proposed to be outstanding at the end of each such Fiscal Year; 

7. Long-Term Indebtedness (which may be Parity Debt), incurred to complete the Project or any 
other project if the Board certifies that the Corporation cannot complete such project unless such Long
Term Indebtedness is incurred, provided that 

a. the Office has consented in writing to the incurring of such indebtedness, and 

b. in the case of a project other than the Project, the aggregate principal amount of such 
indebtedness does not exceed ten percent (lO'Yo) of the principal amount of Long-Term 
Indebtedness incurred to finance such project; 

8. Long-Term Indebtedness (excluding Parity Debt) provided that 

a. the Office has consented in writing to the incurring of such indebtedness, and 

b. the aggregate amount incurred by the Corporation under the Regulatory Agreement 
and outstanding shall not exceed at the time of incurrence ten percent (lO'Yo) of the Corporation's 
Adjusted Annual Operating Revenues for the most recent Fiscal Year for which audited 
financial statements are available; 

9. Liabilities under capitalized lease agreements for the lease of, or indebtedness for money 
borrowed or liabilities under instruments evidencing deferred payment arrangements for the purchase 
of, equipment, tangible personal property or real property; provided that the aggregate amount incurred 
by the Corporation under the Regulatory Agreement and outstanding shall not exceed at the time of 
incurrence ten percent (10°/o) of the Corporation's Adjusted Annual Operating Revenues for the latest 
Fiscal Year for which audited financial statements are available; 

10. Non-recourse Indebtedness, provided that the Office has approved in writing the incurrence 
of such indebtedness and such indebtedness does not encumber the Facilities; 

11. Repayment obligations under reimbursement or similar agreements with banks or insurance 
companies relating to letters or lines of credit or other credit facilities used to secure Long-Term 
Indebtedness; 

12. Indebtedness, not for borrowed money, incurred in the ordinary course of business; and 

13. Any indebtedness or obligations of the Corporation consented to in writing by the Office. 

Limitations on Disposition of Property 

A. Disposition of Cash. The Corporation shall not dispose of any cash or cash equivalents unless 

1. the Corporation receive an asset or service of reasonably equivalent value for such cash or 
cash equivalents; or 
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2. prior to such disposition, there is filed with the Office and the Trustee a Statement of the 
Corporation to the effect that either 

a. the ratio of Net Income Available for Debt Service to Maximum Aggregate Annual 
Debt Service for the most recent Fiscal Year for which audited financial statements are available 
next preceding such disposition would not be reduced or, if reduced, would not be reduced 
below a ratio of 2.0:1.0 (such calculation to be made assuming such disposition had occurred at 
the beginning of such Fiscal Year), or 

b. the average ratio of Net Income Available for Debt Service to Maximum Aggregate 
Annual Debt Service, as forecasted in such Statement of the Corporation for the two Fiscal Years 
immediately following such disposition, will be not less than a ratio of 2.0:1.0; or 

3. such disposition has been consented to by the Office. 

B. Disposition of Real Property. The Corporation shall not sell, lease, sublease, assign, transfer, encumber or 
otherwise dispose of all or any part or parts of the real property described in the Regulatory Agreements, 
including the buildings and structures thereon and fixtures and improvements of such real property, without the 
prior written consent of the Office. 

C. Disposition of Personal Property. The Corporation shall not sell, lease, sublease, assign, transfer, 
encumber or otherwise dispose of all or any part or parts of the Facilities not included in the preceding 
subsections A and B, other than in the "ordinary course of business," unless the Office gives its prior written 
consent to such disposition. "Ordinary course of business" shall be defined during the term of the Regulatory 
Agreement by the Office in the exercise of its sound and reasonable discretion, by the Office giving written notice 
thereof to the Corporation, which determination will become effective on receipt of such notice by the 
Corporation. 

Except as provided in the Regulatory Agreement concerning a disposition of substantially all of the 
Corporation's assets, in no event shall the Corporation dispose of any part or parts of its Facilities in any Fiscal 
Year aggregating in excess of two and one-half percent (2-1/2°/o) of the Corporation's net property, plant and 
equipment (as shown on the Corporation's most recent audited financial statements), unless the Office gives its 
prior written consent to such disposition. 

D. Execution of Releases. In connection with a disposal of property, inc]uding cash, permitted by this 
section, upon receipt of such consent by the Office or Statement of the Corporation required by this section, the 
Office, the Authority and the Trustee shall execute and deliver releases from security interests or other documents 
reasonably requested by the Corporation. 

Limitation on Acquisition of Property, Plant and Equipment 

The Corporation shall not acquire additional property, plant and equipment (except (1) in the ordinary 
course of business, (2) with the proceeds of indebtedness permitted by the Regulatory Agreement, or (3) as part of 
a merger or consolidation permitted by the Regulatory Agreement) by gift (other than gifts of cash or personal 
property or gifts of rea] property if either (i) their use is residential or (ii) it is subject of a phase I report indicating 
no contaminants), purchase, construction, merger or consolidation, unless the Office gives its prior written 
consent to such acquisition. 

Parity Debt 

The Corporation may incur Parity Debt, subject, however to comp1iance with the Regulatory Agreement 
and the following conditions: 

1. The Trustee sha11 act as trustee for the Parity Debt; 

2. The agreement under which Parity Debt is issued shall require that: 

a. A Loan Default Event shall constitute an event of default under such agreement and the 
Regulatory Agreement; 

b. Rights and obligations of the holders of Parity Debt shall be substantially the same as the 
rights and obligations of the Holders of Bonds under the Indenture, except that if the Parity Debt is not 
covered under the Contract of Insurance, the holders of Parity Debt shall have no rights under the 
Contract of Insurance for payments made with respect thereto; and 
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c. Remedies upon an event of default shall be substantia1ly the same as the remedies provided 
in the Indenture, the Regulatory Agreement and the Loan Agreement, and, prior to exercising any such 
remedies, the holders of such Parity Debt (or a trustee representing their interest) shall be required to 
cooperate with the Trustee to the end that the interests of such holders and the Bondowners shall be 
equally protected; 

3. Any collateral given or to be given to secure Parity Debt shalJ also secure the Bonds on a pari passu 
basis; provided that the Bond Reserve Account shall only secure the Bonds and the Corporation may but need not 
establish similar reserve accounts for debt service of Parity Debt; 

4. The Parity Debt shall be prepayable in accordance with terms substantially in the form of and under 
the conditions prescribed in the Indenture; and 

5, The Parity Debt shall be insured by the Office under the Insurance Law, or if the Parity Debt can be 
issued as such without being insured under the Insurance Law, with the consent of the Office. 

Insurance 

A. Maintain Insurance. The Corporation shall keep the Facilities and their operations adequately insured at 
all times, and, shall carry and maintain, or cause to be carried and maintained, and will pay, or cause to be paid, in 
timely fashion the premiums for, at least the following coverages with the limits as stated. The following 
coverages and limits may be varied only with the prior written consent of the Office. 

1. Property Insurance. 

a. Buildings and Structures. All buildings and structures constituting part of the 
Facilities shall, at a minimum, be insured using a form at least as broad as the most recent 
revision of the Property Special Form coverage adopted by the Insurance Services Office (ISO), 
subject to a reasonable deductible per occurrence, and in an amount equal to at least the lesser of 
the full replacement value of the property insured, or the aggregate principal amount of the 
Outstanding Bonds and Parity Debt. The replacement value of the Facilities shall be determined 
from time to time at the request of the Corporation or the Trustee (but not less frequently than 
once in every twenty-four months) by an architect, contractor, appraiser or appraisal company 
selected by the Corporation and acceptable to the Office. The Office and the Authority shall be 
loss payees on all policies maintained pursuant to this subdivision. The policy form shall also 
include a Joint Loss Endorsement as respects Boiler & Machinery insurance. 

b. Business Personal Property. All business personal property, including computers and 
electronic data processing equipment, at any location forming part of the Facilities shall be 
insured using a form at least as broad as the most recent revision of the Property Special Form 
coverage adopted by the ISO, subject to a reasonable deductible per occurrence and in an 
amount equal to at least the lesser of the full replacement value of the property insured or the 
aggregate principal amount of the Outstanding Bonds and Parity Debt. The Office and the 
Authority shall be loss payees on all policies maintained pursuant to this subdivision. 

c. Earthquake. All buildings, structures, and the contents thereof, shall be insured 
against damage resulting from earthquake and related perils in an amount equal to at least the 
lesser of the full replacement value of the Facilities or the aggregate principal amount of 
Outstanding Bonds and Parity Debt then outstanding, subject to reasonable deductibles. The 
Corporation shall acquire earthquake insurance unless the Office agrees in writing to waive 
earthquake insurance. The Office and the Authority shall be loss payees on all policies 
maintained pursuant to this subdivision. 

d. E)QQd. All buildings, structures, and the contents thereof, shall be insured against 
damage resulting from flood and rising water in an amount equal to at least the lesser of the full 
replacement value of the Facilities or the aggregate principal amount of Outstanding Bonds and 
Parity Debt then outstanding, subject to reasonable deductibles. The Corporation shall acquire 
flood insurance unless the Office agrees in writing to waive flood insurance. The Office and the 
Authority shall be loss payees on all policies maintained pursuant to this subdivision. 

2. Builders Risk. During the course of any substantial addition, extension, alteration, or 
Jmprovement to the Facilities, the Corporation shall maintain or cause to be maintained builders risk 
insurance in the amount of the full comp)eted value of such construction work, subject to reasonable 
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deductibles per occurrence, covering all risk of physical loss or damage with such exclusions as are 
acceptable to the Office. The Office and the Authority shaJI be loss payees on all policies maintained 
pursuant to this subsection. 

3. Boiler and Machinery Insurance. The Corporation shall maintain boiler and machinery 
insurance providing coverage against loss of property and liability for damage to persons or property 
from explosion of, or accident to, boilers, tanks, pipes, pressure vessels, engines, wheels, electrical 
machinery, or apparatus connected therewith or operating thereby in an amount not less than $1,000,000, 
subject to deductibles not exceeding $10,000 per occurrence. The policy form shall also include Joint Loss 
Endorsement. 

4. Commercial General Liability Insurance. The Corporation shall maintain Commercial 
General Liability Insurance for bodily injury and property damage in a form at least as broad as the most 
recent revision of the Commercial General Liability Policy adopted by the (ISO), including non-owned 
and hired automobile coverage, with limits no less than with $1,000,000 per occurrence and annual 
aggregate limits equal to $3,000,000. 

5. Automobi]e Insurance. The Corporation shall maintain insurance for vehicles owned, non
owned or hired by the Corporation with at least a $1,000,000 per accident limit. 

6. Professiona1 Liabi1ity. The Corporation shall maintain professional liability insurance with 
$1,000,000 per occurrence and general aggregate limits equal to $10,000,000, subject to reasonable 
deductibles or self-insured retention, unless otherwise agreed to in writing by the Office. 

7. Fidelity Bonds. The Corporation shall maintain fidelity bonds or other insurance covering 
dishonesty, including computer fraud, covering all Corporation officers and employees who collect or 
have custody of or access to revenues, receipts or income of the Corporation, with limits equa1 to 
$5,000,000, unless otherwise agreed to in writing by the Office. 

8. Business Interruption. The Corporation shall maintain business interruption insurance 
covering actual losses to the Corporation of gross operating earnings which result directly from the 
necessary interruption of business caused by damage to or destruction of any real or personal property 
constituting part of the Facilities from risks covered by the insurance required above under subsection 1. 
Property Insurance, less charges and expenses which do not necessarily continue during such 
interruption of business, for such period of time as may be required, with exercise of due diligence and 
dispatch, to reconstruct, repair or replace such damages or destroyed property, with limits equal to at 
least Maximum Aggregate Annual Debt Service. 

9. Extra Expense. The Corporation shall maintain extra expense insurance covering additional 
expenses for continuing operations or to resume normal business incurred by the Corporation which 
result directly from damage to or destruction of any real or personal property constituting part of the 
Facilities from the risks covered by the insurance required above under subsection 1, Property Insurance, 
with limits equal to at least Maximum Aggregate Annual Debt Service. 

10. Directors and Officers. The Corporation shall maintain insurance to cover wrongful acts of 
the directors and officers, incJuding entity coverage, to the extent available in a non-profit directors and 
officers policy form in an amount not less than $10,000,000, unless otherwise agreed to by the Office in 
writing. 

B. Risk Miinagement Cousultant. The Corporation shall employ a Risk Management Consultant to review 
the insurance requirements of the Corporation from time to time (but not less frequently than once every twenty
four (24) months). If the Risk Management Consultant makes recommendations for the increase of any of the 
coverage required by subsection A of this section, the Corporation shall increase such coverage in accordance with 
such recommendations, subject to a good faith determination of the Board that such recommendations, in whole 
or in part, are in the best interests of the Corporation. Notwithstanding anything in this section to the contrary, 
the Corporation shall have the right, without the giving rise to an event of default under the Regu1atory 
Agreement solely on such account, 

1. with the prior written consent of the Office, to maintain insurance coverage below that 
required by subsection A of this section, provided further that the Corporation shall furnish to the 
Trustee and the Office a Statement of the Risk Management Consultant or other evidence, satisfactory to 
the Office, that the insurance so provided affords the greatest amount of coverage available for the risk 
being insured against at rates which in the judgment of the Risk Management Consultant are reasonable 
in connection with reasonable and appropriate risk management, or 

Appendix C 
Page 41 



2. with the prior written consent of the Office, to adopt alternative risk management programs 
\,vhich the Board determines to be reasonable and which shall not have a material adverse impact on the 
Corporation's reimbursement from third party payers, including, without limitation, to self-insure in 
whole or in part, to participate in programs of captive insurance companies, to participate with other 
health care institutions in mutual or other cooperative insurance or other risk management programs, to 
participate in state or federal insurance programs, to take advantage of state or federal laws now or 
hereafter in existence limiting medical and malpractice liability, or to establish or participate in other 
alternative risk management programs; 

all as may be approved in \Vriting as reasonable and appropriate risk management by the Risk Management 
Consultant. A copy of any such approval shall be furnished to the Trustee and the Office. 

Disposition of Insurance and Condemnation Proceeds 

A. The proceeds of property and builders risk insurance maintained by the Corporation pursuant to the 
Regulatory Agreement, the proceeds of any title insurance obtained pursuant to the Regulatory Agreement and 
the proceeds of any condemnation a\vards with respect to the Faci]ities, shall be paid immediately upon receipt by 
the Corporation or other named insured parties to the Trustee, as assignee of the Authority, for deposit in a 
special fund which the Trustee shall establish and maintain and hold in trust, to be known as the "Insurance and 
Condemnation Proceeds Fund." In the event the Corporation elects to repair or replace the property damaged, 
destroyed or taken, it shall furnish to the Trustee and the Office plans of the contemplated repair or replacement, 
accompanied by a Statement of an architect or other qualified expert satisfactory to the Office estimating the 
reasonable cost of such repair or replacement and a Statement of the Corporation stating that amounts in the 
Insurance and Condemnation Proceeds Fund, together with investment income reasonably expected to be 
received with respect thereto and any other funds available or reasonably expected to become available therefor 
(and which the Corporation sha1l agree to deposit in said fund when so available), shall be sufficient to repair or 
replace the property damaged, destroyed or taken in accordance with said plans. After deducting therefrom the 
reasonable charges and expenses of the Trustee in connection with the collection and disbursement of such 
moneys, moneys in the Insurance and Condemnation Proceeds Fund shall be disbursed by the Trustee for the 
purpose of repairing or replacing the property damaged, destroyed or taken in the manner and subject to the 
conditions set forth in the Indenture with respect to disbursements from the Project Fund to the extent the 
provisions thereof may reasonably be made applicable. In the event that the proceeds of any loss or damage to or 
condemnation of the Facilities shall be less than one and one-half percent (1-1/21}~) of the Corporation's Adjusted 
Annual Operating Revenues (as shown on the Corporation's most recent audited financial statements), and so 
long as an event of default under the Regulatory Agreement has not occurred and is not then continuing, the 
Trustee shall pay over such proceeds to the Corporation without requiring any of the documents referred to in 
this subsection and without any formality whatsoever. 

B. In the event the Corporation, with the consent of the Office, shall elect not to repair or replace the 
property damaged, destroyed or taken, as provided in subsection A of this section, the Trustee shall transfer all 
amounts in the Insurance and Condemnation Proceeds Fund on account of such damage, destruction or 
condemnation to the Special Redemption Account in order to prepay the Loan Repayments and redeem Bonds; 
provided that if any Parity Debt is then outstanding, any such transfer from the Insurance and Condemnation 
Proceeds Fund shall be deposited in part in the Special Redemption Account and in part in such other fund or 
account as may be appropriate (and used for the retirement of such Parity Debt) in the same proportion which the 
aggregate principal amount of Outstanding Bonds then bears to the aggregate unpaid principal amount of such 
Parity Debt. 

C. If all amounts in the Insurance and Condemnation Proceeds Fund and any special redemption account 
for the retirement of Parity Debt exc€€d one and one-half percent (1-1/2%) of the Corporation's Adjusted Annual 
Operating Revenues (as shown on the Corporation's most recent audited financial statements) but are not 
sufficient to retire all Bonds and Parity Debt then outstanding, the Trustee shall not transfer said amounts to the 
Special Redemption Account unless the Corporation shaJl file with the Trustee a report of a Management 
Consultant showing that projected Net Income Available for Debt Service will be sufficient to pay Aggregate Debt 
Service for the three full Fiscal Years immediately following such transfer after giving effect to the retirement of 
such Bonds and Parity Debt. In the event such report of a Management Consultant shows that projected Net 
Income Available for Debt Service will not be sufficient to pay Aggregate Debt Service for the three full Fiscal 
Years immediately fol1owing such transfer after giving effect to the retirement of such Bonds and Parity Debt, the 
Corporation shall app]y all amounts in the Insurance and Condemnation Proceeds Fund to the repair or 
replacement of the property damaged, destroyed or taken, as provided in subsection A of this section, unless the 
Corporation shal1 file a further report of a Management Consultant showing that even after making such repair 
and replacement, projected Net Income Available for Debt Service will not be sufficient to pay Aggregate Debt 
Service for the three Fiscal Years immediately following such repair and replacement, in which event the Trustee 

Appendix C 
Page 42 



shall transfer alJ moneys in the Insurance and Condemnation Proceeds Fund to the Special Redemption Account 
and/or such other trust account for the retirement of Bonds and Parity Debt, as provided in subsection B of this 
section. 

Remedies Upon Default 

A. Notice and Dec1aration of a Default under the Regulatory Agreement. Upon a violation of any of the 
provisions of the Regulatory Agreement by the Corporation, the Office may give written notice thereof to the 
Corporation by registered or certified mail, addressed to the address stated in the Regulatory Agreement, or such 
other address as may subsequently, upon appropriate written notice thereof to the Office, be designated by the 
Corporation as its legal business address. If such violation is not corrected to the satisfaction of the Office within 
thirty (30) days, or in the event the default is the result of the failure of the Corporation to make a payment 
required to be made to the Trustee or the result of the loss or threatened loss of the license of the Corporation, 
then five (5) days, after the date such notice is mailed or within such further time as the Office determines in the 
Office's sole discretion is necessary to correct the violation, without further notice the Office may declare a default 
under the Regulatory Agreement effective on the date of such dec1aration of default. 

B. Office Directives to the Corporation. Upon an event of default under the Regulatory Agreement, the 
Deed of Trust, the Indenture, or the Loan Agreement, the Office may conduct an evaluation of, and direct the 
Corporation with respect to, the management and operation of the Facilities and the expenses of the Office or any 
consultants associated with such evaluation and direction shall be reimbursed by the Corporation. The 
Corporation shall follow all such directives, which may at the option of the Office include immediately 
terminating and replacing the existing Management Agent with a new Management Agent selected by the Office 
at the expense of the Corporation. ln the event of any such termination, the Management Agent shall not be 
entitled to compensation for more than thirty (30) days from the date of such termination. The Office may retain 
attorneys and consultants to assist in such evaluation and the Corporation shall pay the reasonable fees and 
expenses of such attorneys and consultants and any other expenses incurred by the Office in that connection. 
These remedies are in addition to those provided under Insurance Law Section 129173. The Office reserves its 
rights to exercise all its remedies under Insurance Law Section 129173, including, but not limited to, subsection (b) 
wherein the Office may remove and appoint members of the governing body of the Corporation sufficient such 
that the new members constitute a voting majority of the governing body. 

C. Payment from the f1ealth Facility Construction Loan Insurance Fund. 

1. In any case in which an F.vent of Default under the Indenture shall have occurred and the 
Trustee shall have given notice to the Office at least 30 days prior to an interest payment date, or 
principal payment date that: 

a. available moneys in the Principal and Interest Accounts held by the Trustee pursuant 
to the Indenture will be insufficient to pay in full the next succeeding payment of interest 
and/or principal when due to the Owners under the Indenture, and 

b. the amount by which the obligation to make such payment exceeds the amount 
available (Shortfall), 

the Office shall cause an amount equal to the Shortfall to be deposited into the Principal Account and/or 
Interest Account at least three (3) Business Days prior to the date on which said payment is due, as 
provided in the following Subsections 2 and 3. 

2. Said deposit shall be made by the Office directing the Trustee to transfer an amount equal to 
the Shortfall out of the Bond Reserve Account into the Principal Account and/or Interest Account. 
(I--Iowever, if there are funds in the Bond Reserve Account at the time the Office receives such notice of 
the Shortfall from the Trustee, nothing contained in this Subsection C.2 shall prevent the Office from 
then determining pursuant to Insurance Law Section 129145 that the lender and borrower have 
exhausted all reasonable means of curing the Event of Default and that it would be in the best interest of 
the State, the borrower and the lender to pay a portion or all of the Shortfall from the Health Facility 
Construction Loan Insurance Fund instead of the Bond Reserve Account, and from paying such amount 
from the Health Facility Construction Loan Insurance Fund.) 

3. If the Office, pursuant to Insurance Law Section 129145, determines, in the event the funds in 
the Bond Reserve Account are insufficient to meet the Shortfa11 as provided in the preceding Subsection 
C.2, that 
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a. the lender and borrower will have exhausted all reasonable means of curing the 
Event of Default, and 

b. a payment or payments from the Health Facility Construction Loan Insurance Fund 
to cure the Event of Default is now and will be at the time of the Event of Default in the best 
interest of the State, the borrower and the ]ender, 

the Office may pay such amount required to meet the Shortfa1l from the Health Facility Construction 
Loan Insurance Fund to the Principal Account and/or Interest Account for the benefit of the lender 
1,vithin the time as provided in Subsection C.1. 

4. Any payment made by the Office from the Health Facility Construction Loan Insurance Fund 
(Fund) shall be secured pursuant to Insurance Law Section 129145 by a pro rata share of the security held 
by the Trustee through the Deed of Trust and all applicable UCC-ls, and, upon such payment, the 
Corporation shall become liable for repayment of the amount thereof to the Office upon demand and 
shall be liable for interest on the unpaid balance thereof at the rate of ten percent (10°/o) per annum. 

5. If the principal of all Bonds at the time Outstanding, and the interest accrued thereon have 
been declared immediately due and payable pursuant to the terms of the Indenture, the Office shall 
make payment from the Fund, or, if the fund is insufficient to make such payment, or if the Office 
determines it to be in the best interest of the State, the Corporation and the Authority, the Office shall 
request issuance of debentures as provided in subsection D of this section. 

D. Issuance of Debentures. 

1. In any case in which 

a. the Trustee shall have directed the foreclosure and taking possession of the Facilities 
under the Deed of Trust and under applicable statutes, 

b. the Trustee, with the consent of the Office, shall have otherwise acquired the 
Facilities from the Corporation after default, 

c. the Trustee, with the consent of the Office, shall have assigned to the Office the 
security interest created by the Deed of Trust, 

d. the Trustee shall have tendered to the Office a satisfactory conveyance of title and 
transfer of possession of the Facilities direct1y from the Corporation, or other appropriate 
grantor, or 

above, 
e. it has been determined that debentures should be issued pursuant to subsection C 

the Trustee shall be entitled to receive the benefit of the insurance as provided in Insurance Law Sections 
129125 through 129160, upon 

a. the prompt conveyance to the Office of title to the Facilities or, with the consent of 
the Office, the security interest created by the Deed of Trust, 

b. the assignment to the Office of all claims of the Authority and the Trustee against the 
Corporation or others arising out of the sa1e of the Bonds, the loan transaction or the forec]osure 
proceedings, except such claims as may have been released with the consent of the Office, and 

c. surrender to the Office of each Bond which has been surrendered to the Trustee, 
which Bond shall be returned to the Trustee upon issuance of debentures and canceled by the 
Trustee. 

2. Upon such conveyance, assignment and surrender, the Office shall request the State 
Treasurer to issue to the Trustee for the benefit of the Owners so surrendered, a debenture or debentures 
having a total face value of and bearing interest at the rate on the respective surrendered Bonds which 
they replace and additional debentures equal to all additional amounts due under the Indenture as 
provided by Insurance Law Sections 129125 through 129160. 
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E. Additional Remedies Available to the Office, Notwithstanding any other provision in the Regulatory 
Agreement or provision of law relating to the acquisition, management or disposal of real property by the State, 
the Office shall have the power to do any or all of the following: 

1. Possess, operate, complete, lease, rent, renovate, modernize, insure, or sell for cash or credit, 
in its sole discretion, any properties conveyed to it in exchange for debentures as provided in the 
Insurance Law; 

2. Pursue to final collection by way of compromise or otherwise all claims against the 
Corporation assigned by the Trustee to the Office; or 

3. Convey and execute in the name of the Office deeds of conveyance, deeds of release, 
assignments and satisfactions of the Deed of Trust, and any other written instrument relating to real or 
personal property or any interest therein acquired by the Office. 

In the event a receiver is appointed for the Corporation at the request of the Office, such receiver, if so 
requested by the Office, shall serve without bond. 

Capital Replacement Fund 

A. The Corporation shall establish a separate fund designated as the "Capital Replacement Fund." For 
each of the Corporation's Fiscal Years, the Corporation shall deposit on a quarterly basis one quarter of the Capital 
Replacement Amount for the respective Fiscal Year; provided that if the Corporation has received grants for the 
purchase of, or have purchased equipment for capital purposes, or have expended sums for the repair or 
maintenance of the Facilities, such grants, the value of such equipment or expended sums may be credited 
against the amount to be deposited as specified in a Statement of the Corporation filed \Vith the Trustee, the 
Office and the lnsurer; provided further that the Corporation may reduce the deposit required to the Capital 
Replacement Fund by a Capital Replacement Fund credit which shall be an amount equal to the expenditures of 
the Corporation for the previous Fiscal Year for property which is depreciable (in accordance with generally 
accepted accounting principles). In order to be entitled to receive such a credit, the Corporation must certify in 
,vriting to the Office and the Insurer along with the certification required in subsection C below: 

1. the amount of such expenditure(s), 

2. the election of the Corporation to have the amount of the cxpenditure(s) credited against the 
then currently payable Capital Replacement Fund deposit, 

3. with respect to donated or acquired equipment, that the equipment acquired is depreciable in 
accordance with generally accepted accounting principles and has been included as part of the Facilities, 
and 

4. such amount of expenditure(s) has not previously been paid from the Capital Replacement 
Fund or used as a Capital Replacement fund deposit credit. 

8. Moneys held in the Capital Replacement Fund may be used from time to time without the consent of 
the Office (except for subsections B.4 and B.5) for any of the fo1lowing purposes: 

1. Fur the acquisition of new, or the replacement of obsolete or worn out, machinery, 
equipment, furniture, fixtures or other personal property. 

2. For the performance of repairs with respect to the Facilities which are of an extraordinary and 
nonrecurring nature. 

3. For the construction of additions to or improvements, extensions, enlargements or 
remodeling of the Facilities. 

4. To provide working capital for the payment of current expenses if the Corporation shall 
undertake in writing to repay the amount withdrawn for such purpose within fifty-two (52) weeks, 
provided that no such borrowing pursuant to this clause shal1 be outstanding for a period of at least 
thirty (30) consecutive days during each period of thirteen (13) consecutive months beginning with the 
first deposit to the Capital Replacement Fund. 

5. To pay or provide funds for payment of the principal (whether pursuant to stated maturity or 
mandatory sinking fund or other redemption requirement) or interest on any obligations of the 
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Corporation, but only if and to the extent that the Corporation would otherwise be unable to make such 
payment or provide such funds \Vithout incurring additional indebtedness. 

C. The Corporation, on or prior to November 1 in each year, commencing November 1, 2004, shall 
calculate the Capital Replacement Amount and send written certification of such amount to the Office. 

D. The Capital Replacement Fund shall be maintained and held by the Corporation and shall not 
constitute a Trustee-held fund, provided, hoioever, that the Capital Replacement Fund, at the direction of the Office, 
shall be transferred to and held by the Trustee if either: 

1. the annual Statement of the Corporation's Accountant demonstrates that the balance in the 
Capital Replacement Fund is less than the Capital Replacement Amount and the Corporation do not 
increase the balance in the Capital Replacement Fund to the Capital Replacement Amount within thirty 
(30) days of receipt of such Statement, or 

2. the Gross Revenue Fund is transferred to the name and credit of the Trustee pursuant to the 
Loan Agreement. 

Debt Coverage Ratio Reporting 

Within forty-five (45) days after each March 31, June 30, September 30 and December 31, (each three
month period ending on each such date being referred to in the Regulatory Agreement as a "Fiscal Quarter") 
commencing with the Fiscal Quarter ending December 31, 2004, the Corporation shall compute the Net Income 
Available for Debt Service for such Fiscal Quarter and for the twelve-month period ending on the last day of such 
Fiscal Quarter ("Running Twelve-Month Period") and promptly furnish to the Office and the Insurer a Statement 
setting forth the results of such computation. If at the end of such Fiscal Quarter the Net Income Available for 
Debt Service shall have been less than 1.20 times Maximum Aggregate Annual Debt Service for such Running 
Twelve-Month Period, the Corporation shall, upon the request of the Office and the Insurer, employ a 
Management Consultant to make recommendations as to a revision of the rates, fees and charges of the Facilities 
or the methods of operation of the Facilities which will result in producing Net Income Available for Debt Service 
equal to at least 1.20 times Maximum Aggregate Annual Debt Service for such Fiscal Quarter. Copies of the 
recommendations of the Management Consultant shall be provided to the Office and the Insurer. The Office and 
the Insurer also may retain attorneys and consultants to assist in an evaluation of the operation and management 
of the Facilities and the Corporation shall pay the reasonable fees and expenses of such attorneys and consultants 
and any expenses incurred by the Office and the Insurer in that connection. 
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APPENDIX D 

FORM OF OPINION OF BOND COUNSEL 

[Letterhead of Quint & Thimmig LLP] 

[ Closing Date] 

California Health Facilities Financing Authority 
915 Capitol Mall, Suite 590 
Sacramento, California 9581 

OPINION: $22,545,000,000 California Health Facilities Financing Authority Insured 
Health Facility Refunding Revenue Bonds (Small Facilities Refinancing 
Program), 2005 Series A 

Members of the Authority: 

We have acted as bond counsel in connection with the issuance by the California Health 
Facilities Financing Authority (the "Authority") of $22,545,000 Insured Health Facility Refunding 
Revenue Bonds (Small Facilities Refinancing Program), 2005 Series A (the "Bonds"), pursuant to the 
provisions of the California Health Facilities Financing Authority Act, constituting Part 7.2 of 
Division 3 of Title 2 of the California Government Code (the "Law"), an Indenture of Trust, dated as 
of April 1, 2005, by and between the Authority and U.S. Bank National Association, as trustee (the 
"Indenture"), and a resolution adopted by the Authority on February 24, 2005. The Bonds have been 
issued by the Authority to provide funds to refinance the acquisition, construction, installation, 
improvement and equipping of certain health facilities owned and operated by Asian Community 
Center of Sacramento Valley, Inc., The California Autism Foundation, Inc., Clinicas de! Camino Real, 
Inc., Community Medical Centers, Inc., Social Model Recovery Systems, Inc., Southern California 
Alcohol & Drug Programs, Inc. and Verdugo Mental Health (collectively, the "Corporations"), each 
a California nonprofit public benefit corporation, to be loaned to the Corporations pursuant to 
separate Loan Agreements, each dated as of April 1, 2005, by and between the Authority and each 
Corporation (collectively, the "Loan Agreements"). We have examined the law and such certified 
proceedings and other papers as we deem necessary to render this opinion. 

As to questions of fact material to our opinion, we have relied upon representations of the 
Authority contained in the Indenture, of the Authority and the Corporations contained in the Loan 
Agreements and in the certified proceedings and certifications of public officials and others furnished 
to us, without undertaking to verify the same by independent investigation. 

Based upon the foregoing we are of the opinion, under existing law, as follows: 

1. The Authority is duly created and validly existing as a public body with the power to enter 
into the Indenture and the Loan Agreements, to perform the agreements on its part contained therein 
and to issue the Bonds. 

2. The Indenture and the Loan Agreements have been duly approved by the Authority and 
constitute valid and binding special obligations of the Authority enforceable against the Authority in 
accordance with their respective terms. 

3. Pursuant to the Law, the Indenture creates a valid lien on the funds pledged by the 
Indenture for the security of the Bonds, on a parity with other bonds (if any) issued or to be issued 
under the Indenture, subject to no prior lien granted under the Law. 
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4. The Bonds have been duly authorized, executed and delivered by the Authority and are 
valid and binding special obligations of the Authority, payable solely from the sources provided 
therefor in the Indenture. 

5. Interest on the Bonds is excluded from gross income for federal income tax purposes and is 
not an item of tax preference for purposes of the federal alternative minimum tax imposed on 
individuals and corporations; it should be noted, however, that, for the purpose of computing the 
alternative minimum tax imposed on corporations (as defined for federal income tax purposes), such 
interest is taken into account in determining certain income and earnings. The opinions set forth in 
the preceding sentence are subject to the condition that the Authority and the Corporations comply 
with all requirements of the Internal Revenue Code of 1986 that must be satisfied subsequent to the 
issuance of the Bonds in order that such interest be, or continue to be, excluded from gross income 
for federal income tax purposes. The Authority has covenanted to comply with each such 
requirement. Failure to comply with certain of such requirements may cause the inclusion of such 
interest in gross income for federal income tax purposes to be retroactive to the date of issuance of the 
Bonds. We express no opinion regarding other federal tax consequences arising with respect to the 
Bonds. 

6. Interest on the Bonds is exempt from personal income taxation imposed by the State of 
California. 

The rights of the owners of the Bonds and the enforceability of the Bonds, the Indenture and 
the Loan Agreements may be subject to bankruptcy, insolvency, reorganization, moratorium and 
other similar laws affecting creditors' rights heretofore or hereafter enacted and may also be subject to 
the exercise of judicial discretion in appropriate cases. 

Respectfully submitted, 
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APPENDIX E 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

[Each Corporation will execute a Continuing Disclosure Certificate substantially in the form set forth below] 

This CONTINUING DISCLOSURE CERTIFICATE (the "Disclosure Certificate") is executed by 
[NAME OF CORPORATION], a California nonprofit public benefit corporation (the "Corporation"), 
in connection with the issuance of $22,545,000 California Health Facilities Financing Authority 
Insured Refunding Revenue Bonds (Small Facilities Refinancing Program), 2005 Series A (the 
"Bonds"). The Bonds are being issued pursuant to an Indenture of Trust dated as of April 1, 2005 (the 
"Indenture"), by and between the California Health Facilities Financing Authority (the "Authority") 
and the U.S. Bank National Association, as trustee (the "Trustee"). A portion of the proceeds of the 
Bonds are being loaned by the Authority to the Corporation pursuant to a Loan Agreement, dated as 
of April J, 2005, by and between the Authority and the Corporation (the "Loan Agreement"). 
Pursuant to Section 6.10 of the Indenture and Section 5.14 of the Loan Agreement, the Corporation 
covenants and agree as follows: 

Section 1. Purpose of the Disclosure' Certificate. This Disclosure Certificate is being executed 
and delivered by the Corporation for the benefit of the holders and beneficial owners of the Bonds 
and in order to assist the Participating Underwriters in complying with S.E.C. Rule 15c2-12(b)(5). 

Section 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to 
any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the 
following capitalized terms shall have the following meanings: 

"Annual Report" shall mean any Annual Report provided by the Corporation pursuant to, and 
as described in, Sections 3 and 4 of this Disclosure Certificate. 

"Dissemination Agent" shall mean the Corporation, or any successor Dissemination Agent 
designated in writing by the Corporation and which has filed with the Corporation, the Authority 
and the Trustee a written acceptance of such designation. 

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure Certificate. 

,, National Repository" shall mean any Nationally Recognized Municipal Securities Information 
Repository for purposes of the Rule. 

"Participating Underwriter" shall mean any of the original underwriters of the. Bonds required 
to comply with the Rule in connection with offering of the Bonds. 

"Repository" shall mean each National Repository and each State Repository. 

"Rule" shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may be amended from time to time. 

"State Repositonf shall mean any public or private repository or entity designated by the State 
of California as a state repository for the purpose of the Rule and recognized as such by the Securities 
and Exchange Commission. As of the date of this Disclosure Certificate, there is no State Repository. 

Section 3. Provision of Annual Reports. The Corporation shall, or shall cause the 
Dissemination Agent to, after such materials are available, commencing for the fiscal year ending 
[CORPORATION'S FISCAL YEAR END], 2005, provide to any person who requests it an Annual 
Report which is consistent with the requirements of Section 4 of this Disclosure Certificate, with a 
copy to the Trustee. An Annual Report shall consist of the most recently available documents of the 
type to be included in the Annual Report (see Section 4) at the time the request is received. 
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Section 4. Content of Annual Reports. The Corporation's Annual Report shall contain the 
following: 

(a) Audited financial statements prepared in accordance with generally accepted accounting 
principles. 

(b) In addition to any of the information expressly required to be provided under paragraph 
(a) of this Section, the Corporation shall provide such further information, if any, as may be necessary 
to make the specifically required statements, in the light of the circumstances under which they are 
made, not misleading. 

Section 5. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the Corporation shall give, or cause to be 
given, notice of the occurrence of any of the following events with respect to the Bonds, if material: 

(i) Principal and interest payment delinquencies. 
(ii) Non-payment related defaults. 
(iii) Unscheduled draws on debt service reserves reflecting financial difficulties. 
(iv) Unscheduled draws on credit enhancements reflecting financial difficulties. 
(v) Substitution of credit or liquidity providers, or their failure to perform. 
(vi) Adverse tax opinions or events affecting the tax-exempt status of the security. 
(vii) Modifications to rights of security holders. 
(viii) Contingent or unscheduled bond calls. 
(ix) Defeasances. 
(x) Release, substitution, or sale of property securing repayment of the securities. 
(xi) Rating changes. 

(b) Whenever the Corporation obtains knowledge of the occurrence of a Listed Event, the 
Corporation shall as soon as possible determine if such event would be material under applicable 
Federal securities law. 

(c) If the Corporation determines that knowledge of the occurrence of a Listed Event would 
be material under applicable Federal securities law, the Corporation shall promptly file a notice of 
such occurrence with the Municipal Securities Rulemaking Board and each Repository, with a copy 
to the Trustee. Notwithstanding the foregoing, notice of Listed Events described in subsections 
(a)(viii) and (ix) need not be given under this subsection any earlier than the notice (if any) of the 
underlying event is given to holders of affected Bonds pursuant to the Indenture. 

Section 6. Termination of Reporting Obligation. The Corporation's obligations under this 
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full 
of all of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the Corporation 
shall give notice of such termination in the same manner as for a Listed Event under Section S(c). 

Section 7. Dissemination Agent. The Corporation may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and 
may discharge any such Dissemination Agent, with or without appointing a successor Dissemination 
Agent. The initial Dissemination Agent shall be the Corporation. 

Section 8. Amendment: Waiver. Notwithstanding any other provision of this Disclosure 
Certificate, the Corporation may amend this Disclosure Certificate, and any provision of this 
Disclosure Certificate may be waived, provided that the following conditions are satisfied: 

(a) if the amendment or waiver relates to the provisions of Section 3, 4 or S(a), it may only be 
made in connection with a change in circumstances that arises from a change in legal requirements, 
change in law, or change in the identity, nature, or status of an obligated person with respect to the 
Bonds, or type of business conducted; 
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(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion of 
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of 
the primary offering of the Bonds, after taking into account any amendments or interpretations of the 
Rule, as well as any change in circumstances; and 

(c) the proposed amendment or waiver either (i) is approved by holders of the Bonds in the 
manner provided in the Indenture for amendments to the Indenture with the consent of holders, or 
(ii) does not, in the opinion of nationally recognized bond counsel, materially impair the interests of 
the holders or beneficial owners of the Bonds. 

If the annual financial information or operating data to be provided in the Armual Report is 
amended pursuant to the provisions hereof, the annual financial information containing the amended 
operating data or financial information shall explain, in narrative form, the reasons for the 
amendment and the impact of the change in the type of operating data or financial information being 
provided. 

If an amendment is made to the undertaking specifying the accounting principles to be 
followed in preparing financial statements, the annual financial information for the year in which the 
change is made shall present a comparison between the financial statements or information prepared 
on the basis of the new accounting principles and those prepared on the basis of the former 
accounting principles. The comparison shall include a qualitative discussion of the differences in the 
accounting principles and the impact of the change in the accounting principles on the presentation 
of the financial information, in order to provide information to investors to enable them to evaluate 
the ability of the Corporation to meet its obligations. To the extent reasonably feasible, the 
comparison shall be quantitative. A notice of the change in the accounting principles shall be sent to 
the Repositories in the same manner as for a Listed Event under Section S(c). 

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to 
prevent the Corporation from disseminating any other information, using the means of dissemination 
set forth in this Disclosure Certificate or any other means of communication, or including any other 
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that which 
is required by this Disclosure Certificate. If the Corporation chooses to include any information in 
any Annual Report or notice of occurrence of a Listed Event in addition to that which is specifically 
required by this Disclosure Certificate, the Corporation shall have no obligation under this Disclosure 
Certificate to update such information or include it in any future Annual Report or notice of 
occurrence of a Listed Event. 

Section 10. J)efault. In the event of a failure of the Corporation to comply with any provision 
of this Disclosure Certificate, any holder or beneficial owner of the Bonds may take such actions as 
may be necessary and appropriate, including seeking mandate or specific performance by court 
order, to cause the Corporation to comply with its obligations under this Disclosure Certificate. A 
default under this Disclosure Certificate shall not be deemed an Event of Default under the Loan 
Agreement, and the sole remedy under this Disclosure Certificate in the event of any failure of the 
Corporation to comply with this Disclosure Certificate shall be an action to compel performance. 

Section 11. Duties. Immunities and Liabilities of Dissemination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the 
Corporation agrees to indemnify and save the Dissemination Agent, its officers, directors, employees 
and agents, harmless against any loss, expense and liabilities which it may incur arising out of or in 
the exercise or performance of its powers and duties hereunder, including the costs and expenses 
(including attorneys fees) of defending against any claim of liability, but excluding liabilities due to 
the Dissemination Agent's negligence or willful misconduct. The obligations of the Corporation 
under this Section shall survive resignation or removal of the Dissemination Agent and payment of 
the Bonds. 

Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the 
Corporation, the Trustee, the Dissemination Agent, the Participating Underwriters and holders and 
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beneficial owners from time to time of the Bonds, and shall create no rights in any other person or 
entity. 

Date: [Closing Date] 

[NAME OF CORPORATION] 

BY~~~~~~~~~~~~~~-Name _______________ ~ 
Title ________________ _ 
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APPENDIX F 

SPECIMEN INSURANCE POLICY 

F-1 
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Financial Guaranty Insurance 
Company, doing business in California 
as FGIC Insurance Company 
125 Park Avenue 
New York, NY 10017 
(212) 312-3000 
(800) 352-0001 

A GE Capital Company 

Municipal Bond 
New Issue Insurance Policy 

Issuer: 

Bonds: 

Exhibit A 

Polley Number: 

0010001 

Financial Guaranty Insurance Company ("Fin rt';.,~ ty"), a New York stock insurance company, in 
consideration of the payment of the premiu i~ the terms of this Policy, hereby unconditionally and 
irrevocably agrees to pay to U.S. Bank(t[J Na onal Association or its successor, as its agent (the "Fiscal 
Agent"), for the benefit of Bondholders, i.li} ortion of the principal and interest on the above-described debt 
obligations (the "Bonds") which shall become Due for Payment but shall be unpaid by reason of Nonpayment by 
the Issuer. 

Financial Guaranty will make such payments to the Fiscal Agent on the date such principal or interest becomes 
Due for Payment or on the Business Day next following the day on which Financial Guaranty shall have 
received Notice of Nonpayment, whichever is later. The Fiscal Agent will disburse to the Bondholder the face 
amount of principal and interest which is then Due for Payment but is unpaid by reason of Nonpayment by the 
Issuer but only upon receipt by the Fiscal Agent, in form reasonably satisfactory to it, of (i) evidence of the 
Bondholder's right to receive payment of the principal or interest Due for Payment and (ii) evidence, including 
any appropriate instruments of assignment, that all of the Bondholder's rights to payment of such principal or 
interest Due for Payment shall thereupon vest in Financial Guaranty. Upcn such disbursement, Financial 
Guaranty shall become the owner of the Bond, appurtenant coupon or right to payment of principal or interest 
on such Bond and shall be fully subrogated to all of the Bondholder's rights thereunder, including the 
Bondholder's right to payment thereof. 

This Policy is non-cancellable for any reason. The premium on this Policy is not refundable for any reason, 
including the payment of the Bonds prior to their maturity. This Policy does not insure against loss of any 
prepayment premium which may at any time be payable with respect to any Bond. 

As used herein, the term "Bondholder" means, as to a particular Bond, the person other than the Issuer who, at 
the time of Nonpayment, is entitled under the terms of such Bond to payment thereof. "Due for Payment" 
means, when referring to the principal of a Bond, the stated maturity date thereof or the date on which the same 
shall have been duly called for mandatory sinking fund redemption and does not refer to any earlier date on 
which payment is due by reason of call for redemption (other than by mandatory sinking fund redemption), 
acceleration or other advancement of maturity and means, when referring to interest on a Bond, the stated date 

FGIC is a registered ~ervice mark used by Financial Guar,mly Insurance Company under license from its parent company, FGIC Corporation. 
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for payment of interest "Nonpayment" in respect of a Bond means the failure of the Issuer to have provided 
sufficient funds to the paying agent for payment in full of all princip~l d interest Due for Payment on such 
Bond. "Notice" means telephonic or telegraphic notice, subsequen~ ed in writing, or written notice by 
registered or certified mail, from a Bondholder or a p~yin or e Bonds to Financial Guaranty. 
"Business Day" means any day other than a Saturday, Su\, o on which the Fiscal Agent is authorized 
by law to remain closed. r \ 
In Witness Whereof, Financial Guaranty h~~ ~olicy to be atlixed with its corporate seal and to be 
signed by its duly authorized officer in ~i'I ,I~ecome effective and binding upon Financial Guaranty by 
virtue of the countersignature of its duly au:J!), zed representative. 

President 

Effective Date: Authorized Representative 

U.S. Bank Trust National Association, acknowledges that it has agreed to perform the duties of Fiscal Agent 
under this Policy. 

Authorized Officer 

1-'GIC is a regislert-d service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC' Corporation. 
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It is further understood that the term "Nonpayment" in r~~ ond includes any payment of principal or 
interest made to a Bondholder by or on behalf of th 1ss~':~ such Bond which has been recovered from such 
Bondholder pursuant to the United States Ba de by a trustee in bankruptcy in accordance with a 
final, nonappealable order of a court havE ~p jurisdiction. 

NOTHING HEREIN SHALL BE CONS,:;)_jED TO WAIVE, ALTER, REDUCE OR AMEND COVERAGE 
IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE POLICY LANGUAGE, 
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE. 

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and to 
be signed by its duly authorized officer in facsimile to become effective and binding upon Financial Guaranty by 
virtue of the countersignature of its duly authorized representative. 

President 

Effective Date: Authorized Representative 

Acknowledged as of the Effective Date written above: 

Authorized Officer 
U.S. Bank Trust National Association, as Fiscal Agent 

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation. 
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lhe California Insurance Guaranty Association The insurance provided by this Pohcy is no~:l red 
(California Insurance Code, Article 14.2). V 
NOTHING HEREIN SHALL BE CON'c_QD TO WAIVE, ALTER, REDUCE OR AMEND COVERAGE 
IN ANY OTHER SECTION OF THE ~Y. IF FOUND CONTRARY TO THE POLICY LANGUAGE, 
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE. 

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and to 
be signed by its duly authorized officer in facsimile to become effective and binding upon Financial Guaranty by 
virtue of lhe countersignature of its duly authorized representative. 

President 

Effective Date: Authorized Representative 

Acknowledged as of the Effective Date written above: 

Authorized Officer 
U.S. Bank Trust National Association, as Fiscal Agent 

FGlf' is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, fGIC Corporation. 
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Notwithstanding the terms and condition~· · 
acceleration of payment due under sucf'1' · y 

· , it is further understood that there shall be no 
ss such acceleration is at the sole option of Financial 

Guaranty. ~ 

NOTHING HEREIN SHALL BE CONSTRUED TO WAIVE, ALTER, REDUCE OR AMEND COVERAGE 
IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE POLICY LANGUAGE, 
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE. 

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and to 
be signed by its duly authorized officer in facsimile to become effective and binding upon Financial Guaranty by 
virtue of the countersignature of its duly authorized representative. 

President 

Effective Date: Authorized Representative 

Acknowledged as of the Effective Date written above: 

Authorized Officer 
U.S. Bank Trust National Association, as Fiscal Agent 

FGIC is a registt"fed service mark used by financial Guaranty Insurance Company under license from its parent company, FGIC Corpora1ion. 
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