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Board of Directors
Mission Hospice & Home Care, Inc.
San Mateo, California

INDEPENDENT AUDITORS' REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of Mission Hospice & Home
Care, Inc., which comprise the balance sheet as of December 31, 2015, and the related
statements of operations and changes in net assets, functional expenses, and cash flows
for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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Board of Directors
Mission Hospice & Home Care, Inc.
July 18, 2016

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Mission Hospice & Home Care, Inc., as of December 31,
2015, and the changes in its net assets and its cash flows for the years then ended, in
accordance with accounting principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited the Mission Hospice & Home Care, Inc.’s 2014 financial
statements, and we expressed an unmodified audit opinion on those audited financial
statements in our report dated July 29, 2015. In our opinion, the summarized comparative
information presented herein as of and for the year ended December 31, 2014 is consistent,
in all material respects, with the audited financial statements from which it has been derived.

Certified Public Accountants, Inc.
Novato, California
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MISSION HOSPICE & HOME CARE, INC.

BALANCE SHEET

DECEMBER 31, 2015
{(With Comparative Totals for 2014)

Comparative
Temporarily  Permanently Total Total
ASSETS Unrestricted Restricted Restricted 12/31/2015 12/31/2014
CURRENT ASSETS
Cash and Cash Equivalents (Note A) $ 1,450,295 $ 562,334 $ $ 2012629 3% 1,127,016
Patient Accounts Receivable, net of allowances
of $566,281 and $130,000 respectively 2,846,497 2,846,497 1,778,350
Pledges Receivable, net (Note E) 708,500 708,500 70,400
Other Receivable 77,931 77,931 -
Prepaid Expenses 136,120 136,120 167,247
Total Current Assets 4,510,843 1,270,834 - 5,781,877 3,133,013
INVESTMENTS (Note F) 3,074,819 17,810 49,585 3,142,214 4,133,405
PROPERTY AND EQUIPMENT, NET (Note G) 3,279,362 3,279,362 183,361
NET PLEDGES RECEIVABLE (Note E) 147,208 147,208 181,523
OTHER ASSETS
Intangible Assets, net (Note H) 38,000 38,000 -
Deposits 67,510 67,510 15,365
TOTAL ASSETS $ 11117742 § 1288644 $ 49,585 $ 12455971 $ 7,646,667
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Current Portion of Capital Lease Payable $ $ $ 3 - 3 11,958
Accounts Payable 319,902 319,002 132,923
Accrued Payroll Expenses 943,363 943,363 582,959
Other Accrued Expenses 193,861 193,861 87,251
Deferred Revenue 13,608 13,608 11,973
Total Current Liabilities 1,470,734 - - 1,470,734 807,084
CAPITAL LEASE PAYABLE - 569
NOTE PAYABLE (Note I} 1,600,000 1,500,000 -
COMMITMENTS AND CONTINGENCIES - -
(Note K)
TOTAL LIABILITIES 2,970,734 - - 2,970,734 807,633
NET ASSETS:
Unrestricted 8,147,008 8,147,008 4,149,897
Board Designated Funds - 2,000,000
Temporarily Restricted (Note B) 1,288,644 1,288,644 639,552
Permanently Restricted (Note C) 49,585 49,585 49,585
TOTAL NET ASSETS 8,147,008 1,288,644 49,585 9,485,237 6,839,034
TOTAL LIABILITIES AND NET ASSETS $ 11,117,742 $ 1,288644 $ 49585 $§ 12455971 % 7,646,667

See Notes to Financial Statements
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MISSION HOSPICE & HOME CARE, INC.

COMBINED STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2015

(With Comparative Totals for 2014)

CASH FLLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Adjustments to Reconcile Net Revenue and Support
to Cash Provided by Operating Activities:
Realized (Gain) / Loss on Investments (Note F)
Unrealized (Gain) / Loss on Investments (Note F)
Depreciation (Note G)
Amortization (Note H)
(Increase) / Decrease in Assets:
Accounts Receivable
Pledges Receivable
Other Receivable
Prepaid Expenses
Assets Reserved for Unemployment Claims
Deposits
Increase / (Decrease) in Liabilities:
Accounts Payable
Accrued Payroll Expenses
Other Accrued Expenses
Deferred Revenue
Liability for Unemployment Claims
Total Adjustments

Net Cash Provided (Used) By Operating Activities:

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of Property and Equipment
Purchase of Investments
Proceeds from Sale of Investments
Purchase of Goodwill
Net Cash Provided (Used) By Investing Activities:

CASH FLOWS FROM FINANCING ACTIVITIES:
Cash Received from Note Payable
Payments made on Capital Lease, less interest of $540
and $2,300, respectively

Net Cash Provided (Used) By Financing Activities:

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, Beginning of year

CASH AND CASH EQUIVALENTS, End of year

SUPPLEMENTAL INFORMATION:
Interest Paid

See Notes to Financial Statements

Total Total
2015 2014
2,646,203 $ 1,783,086
(421,689) (15,578)
501,457 (121,916)
111,597 79,272
2,000 -
(1,068,148) (503,243)
(603,785) (251,923)
(77,931)
21,127 (94,365)
. 64,952
(52,145) 13,727
186,979 (171,370)
360,404 217,608
126,610
1,635 11,973
- (64,952)
(911,889) (835,815)
1,734,314 947,271
(3,207,598) (108,796)
(986,319) (1,109,744)
1,897,742 27,210
{(40,000) -
(2,336,175) (1,191,330)
1,500,000 -
(12,527) (15,333)
1,487,473 (15,333)
885,612 (259,392)
1,127,016 1,386,408
2,012,629 3 1,127,016
11,780 $ 2,300




MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Compatrative Totals for 2014)

NOTE A - GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

Mission Hospice & Home Care, Inc. (the Agency) is a 501( c)(3) non-profit corporation
founded in 1979. It is an independent, non-sectarian charitable organization dedicated to
serving those with life-limiting illnesses. The original program was Hospice Care. Today the
Agency provides a suite of programs listed below that together offer a “continuum of care” in
a home-based environment in San Mateo, Santa Clara and San Francisco counties. The
main sources of revenue are 1) fees for service from government private insurance carriers
as well as patient-paid payments and 2) Donor contributions and grants.

Description of Major Programs

The Hospice, Advanced Care and Transitions programs together provide a Continuum of
Care that allows us to serve patients at every stage of a life-limiting illness, throughout the
last years of life. An interdisciplinary team is designed to meet a patient’s medical, emotional,
and spiritual needs as they evolve and change over the course of an iliness. Through
ongoing assessment, patients may move between programs as their illness either
progresses or improves. The Hospice House, known as the ‘Mission House', will extend the

ded during the most challenging moments of

continuum to include nome-like care as
Hospice service.

-
I

Yol
To

Hospice, the largest program, provides compassionate comfort care — medical care, pain
management, emotional and spiritual support — to patients at the end of life. This program is
designed for patients with a terminal illness and life expectancy of six months or less who
desire to maintain quality of life. Hospice is chosen by the patient with a doctor's consent,
and is covered by Medicare, Medi-Cal and private insurance carriers.

Advanced Care provides clinical services to patients considered to be homebound with a
skilled care need. This home -based program serves patients with a range of life-limiting
diagnoses who wish to continue treatment options or hope to slow the rate of decline as an
illness progresses. Key focus areas are Cancer, Congestive Heart Failure (CHF), Wound
Care, Respiratory diseases and other categories of Palliative Care.

Transitions offer nursing evaluation, social work consultation and volunteer services to
patients needing care management, emotional support and practical assistance. This
program is for patients who have a life-limiting iliness with a probable life expectancy of one
year or less. They may receive life-prolonging treatments but do not require ongoing medical
care in the home. Transitions are offered free of charge to all participants and is funded by
donations and grants.

Hospice House completes the Continuum of Care. The Agency acquired a residential

hospice facility in San Mateo named 'Mission House' in September. Hospice house provides
round-the-clock hospice care for patients who can no longer stay in their own homes.

7



MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE A - GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-
(Continued)

Basis of Accounting and Reporting

Accounting Method: The Agency maintains its records on the accrual basis of accounting.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, net assets, and revenues
and expenses for the reporting period. Actual results could differ from those estimates.

Accounting in Accordance with FASB ASC 820-10

The Agency adopted FASB ASC 820-10, Fair Value Measurements, (FASB ASC 820-10)
which provides a framework for measuring fair value under generally accepted accounting
principles. FASB ASC 820-10 applies to all financial instruments that are being measured
and reported on a fair value basis. FASB ASC 820-10 has been applied prospectively as of
the beginning of the year.

FASB ASC 820-10 defines fair value as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the
measurement date. FASB ASC 820-10 also established a fair value hierarchy which requires
an entity to maximize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value. The standard describes three levels of inputs that may be
used to measure fair value:

Level 1 - Valuations for assets and liabilities traded in active exchange markets, such as
the New York Stock Exchange. Level 1 can also includes federal securities, which are
traded by dealers or brokers in active markets. Valuations are obtained from readily
available pricing sources for market transactions involving identical assets or liabilities.

Level 2 - Valuations for assets and liabilities traded in less active dealer or broker
markets. Valuations are obtained from third party pricing services for identical or similar
assets or liabilities. The Agency holds no investments at Level 2 at December 31, 2015.

Level 3 - Valuations for assets and liabilities that are derived from other valuation
methodologies, including option pricing models and similar techniques, and not based on
market exchange, dealer, or broker traded transactions. Level 3 valuations incorporate
certain assumptions and projections in determining the fair value assigned to such assets
or liabilities. The Agency holds no investments at Level 3 at December 31, 2015.



MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE A - GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Accounting in Accordance with FASB ASC 820-10-(Continued):

The availability of valuation techniques and observable inputs can vary from security to
security and is affected by a wide variety of factors, including the type of security, whether
the security is new and not yet established in the marketplace, and other characteristics
particular to the transaction. To the extent that valuation is based on models or inputs that
are less observable or unobservable in the market, the determination of fair value requires

more judgment.

Those estimated values do not necessarily represent the amounts that may be ultimately
realized due to the occurrence of future circumstances that cannot be reasonably
determined. Because of the inherent uncertainty of valuation, those estimated values may be
materially higher or lower than the values that would have been used had a ready market for
the securities existed. Accordingly, the degree of judgment exercised by the Agency in
determining fair value is greatest for securities categorized in Level 3. In certain cases, the
inputs used to measure fair value may fall into different levels of the fair value hierarchy. In
such cases, for disclosure purposes, the level in the fair value hierarchy within which the fair
value measurement falls in its entirety is determined by the lowest level input that is
significant to the fair value measurement.

Fair value is a market-based measure considered from the perspective of a market
participant rather than an entity-specific measure. Therefore, even when market
assumptions are not readily available, the Agency’s own assumptions are set to reflect those
that market participants would use in pricing the asset or liability at the measurement date.
The Agency uses prices and inputs that are current as of the measurement date, including
during the periods of market dislocation. In periods of market dislocation, the observability of
prices and inputs may be reduced for many securities. This condition could cause a security
to be reclassified to a lower level within the fair value hierarchy.

Securities held-to-maturity and available for sale:

When applicable, management determines the appropriate classification of debt securities at
the time of purchase and reevaluates as of each statement of financial position date. Debt
securities are classified as held-to-maturity when the Agency has the positive intent and
ability to hold the securities to maturity. The amortized cost of debt securities is adjusted for
amortization of premiums and accretion of discounts to maturity computed under the
effective interest method. When the agency holds these securities, the amortization is
included in investment income. When the fair value of a debt security classified as held-to-
maturity is different than its amortized cost, the Agency recognizes the fair value in the
financial statements with the unrealized gains and losses reported in the financial

statements.
9



MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE A - GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Accounting in Accordance with FASB ASC 820-10-(Continued):

Marketable equity securities and debt securities not classified as held-to-maturity are
classified as available-for-sale.

Available-for-sale securities are carried at fair value, with the unrealized gains and losses
reported in these financial statements under net realized and unrealized gain/losses on
investments. The amortized cost of debt securities in this category is adjusted for
amortization of premiums and accretion of discounts to maturity computed under the
effective interest method. Such amortization is included in investment income.

As further discussed in Note F, the Agency determines the fair value of investments by
obtaining the market price per share or unit at year end.

Fair Values of Financial Instruments

The following methods and assumptions were used to estimate the fair value of financial
instruments:

Cash and cash equivalents: The carrying amount reported in the statement of financial
position for cash and cash equivalents approximates its fair value.

Accounts receivable and accounts payable: The carrying amounts of accounts receivable
and accounts payable in the statement of financial position approximates fair value.

Lease obligation: The carrying value of the Agency's debt approximates fair value
because of the variable nature of market interest rates.

Concentration of Revenue Sources

During the year ended December 31, 2015, the Agency had one major revenue source
Centers for Medicare and Medicaid Services that accounted for approximately 80% of the
total revenue of the Agency.

Concentration of Credit Risk

Financial instruments that potentially subject the Agency to concentrations of credit risk
consist principally of uninsured cash balances. The Agency places its cash deposits with
high-credit quality financial institutions. At times, balances in the Agency's cash accounts
may exceed the Federal Deposit Insurance Corporation (FDIC) limit of $250,000. At
December 31, 2015, balances above the insured limits were approximately $1,800,000.

10



MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE A — GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Cash and Cash Equivalents

Cash is defined as cash in demand deposit accounts as well as cash on hand. Cash
equivalents are short term, highly liquid investments that are readily convertible to known
amounts of cash and investments so near their maturity that the risk of changes in value due
to changes in interest rates are negligible. These are generally investments with maturity
dates within three months of their acquisition date. Not included as cash equivalents are
funds restricted as to their use, regardless of liquidity or the maturity dates of investments.

Patient Accounts Receivable

Accounts receivable from patient revenue are stated net of an allowance for revenue
adjustments as described below under “Program Revenue”. The allowance is recorded
based upon the historical experience of the Agency with the insurer, the age of the
receivable and other factors specific to each patient.

Pledges Receivable

As further discussed in Note E, pledges are included in the financial statements as pledges
receivable and recognized as revenue in the period pledged. Pledges extending beyond one
year are discounted to recognize the present value of the future cash flows. In subsequent
years, this discount is accreted and recorded as additional contribution revenue in
accordance with donor imposed restricted. The Agency considers pledges receivable to be
fully collectible; accordingly, no allowance for uncollectible pledges has been made.

Prepaid Expenses

Prepaid expense balances are calculated and adjusted at year end to properly charge funds
in the period benefited. ~

Property and Equipment

The Agency policy is to capitalize assets with a unit cost of $5,000 or greater. The Agency
records purchased property and equipment at cost, and donated fixed assets at fair market
value on the date received. As further discussed in Note G, property and equipment is
depreciated by the straight-line method over the estimated useful lives of the respective
assets which range from five to ten years.

Paid Time Off and Sick Leave Benefits

Employee Paid Time Off (PTO) benefits earned, but not used, are recognized as liabilities of
11




MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE A — GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Paid Time Off and Sick Leave Benefits — (Continued)

the Agency, and are recorded in the program funds for which each employee works. Total
accrued PTO at December 31, 2015 was $731,170. Regular full-time and regular part-time
employees accrue PTO according to the following schedule:

Length of Accrual Accrual Hours
Service in Days Every Pay Period
Months Per Year (Full-Time Employment
1 - 36 mo. 25 8.34
37 - 72 mo. 30 10.00
+73 mo. 35 11.67

Extended sick leave benefits are earned and accumulated for each employee. However,
accumulated extended sick leave benefits are not recognized as liabilities of the Agency
because the payment of such benefits is not probable or estimable.

Program Revenue

The Agency recognizes revenue from patient services on the accrual basis of accounting as
the services are delivered to patients.

Revenue is earned for patient care services primarily from Medicare, Medi-Cal and private
insurers. Reimbursement rates are set annually by each insurer for specific services, and the
Agency bills according to its understanding of the appropriate rate for the services delivered
to each patient. Patient invoices are subject to approval by each insurer, and the Agency
estimates revenue for certain services not yet completed. Because the scope of services and
the required documentation are subject to insurer approval and also subject in some cases
to interpretation and estimation, the Agency provides an allowance for revenue adjustments
to cover estimated adjustments made to billed and estimated service revenue by the
insurers. The allowance is recorded as a reduction of revenue in the statement of operations
and as a reduction in patient accounts receivable in the balance sheet.

Patient revenue, net of any contractual allowances and discounts is comprised of the
following:

Medicare & Medicaid Fees $ 17,040,852

Private Fees for Services 1,103,846
$ 18,144,698
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MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE A — GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Contributions and Grants

Unrestricted contributions are recorded as unrestricted revenue upon receipt. All
contributions are considered to be available for unrestricted use unless specifically restricted

by the donor.

Contributions with donor restrictions are recognized as temporarily restricted revenue.
Generally, donors place restrictions for a specific time period and/or a specific use or
purpose. Once donor restrictions are satisfied, temporarily restricted revenue is released and
reclassified as unrestricted revenue. Restrictions on gifts of property or equipment or gifts
restricted to the purchase of property or equipment are satisfied when the assets are placed
in service. Conditional contributions are not recorded as revenue until the conditions are met.

Contributed Assets - Contributed marketable securities and other non-cash donations are
recorded as contributions at their estimated fair market values on the date of donation.

Securities are immediately sold.

Contributions-in-Kind, if any, are recognized in accordance with the provisions of ASC 958-
605-45. Donated equipment and other donated goods are recorded at their estimated fair
market value as of the date of the donation. Contributed services, which require a
specialized skill and for which the Agency would have paid if not donated, are recorded at
the estimated fair market value at the time the services are rendered. The agency also
receives donated services that do not require specific expertise but which are nonetheless
central to its operations. These contributed services are not reflected in the financial
statements. For year ended December 31, 2015, the agency received $12,395 hours of
contributed services.

Grants that do not represent exchange transactions are recognized as contributions in
accordance with ASC 958-605.

Direct Program Expenses and Indirect Expense Allocations

All Program and Support Services expenses have been summarized on a functional basis in
the statement of activities and are based on actual cost, when available. Indirect expenses
are allocated to programs and services using, salaries, headcount, square footage, time,
usage, or benefit, whichever is most appropriate, by line item.

Advertising
The Agency expenses all advertising costs in the period incurred.
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MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE A — GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Mission Hospice Endowment Fund

The Endowment Fund was established to provide a permanent source of funding for the
charitable work of the Agency. The Endowment Fund is dedicated to the support of the
Agency including without limitation its provision of care to terminally ill patients and their
families. Only funds that are permanently restricted by the Donor will be added to the
Endowment Fund. Gifts may be designated within the Endowment Fund to support specific
programs.

As required by GAAP, net assets associated with an endowment fund, including funds
designated by the Board of Directors to function as endowments, are classified and reported
based on the existence or absence of donor-imposed restrictions.

Interpretation of Relevant Law

The Board of Directors of the Agency has interpreted the State Prudent Management of
Institutional Funds Act (SPMIFA) as requiring the preservation of the fair value of the original
gift as of the gift date of the donor-restricted endowment funds absent explicit donor
stipulations to the contrary.

As a result of this interpretation, the Agency classifies as permanently restricted net assets
(a) the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (c¢) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift instrument at
the time the accumulation is added to the fund.

The remaining portion of the donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until those
amounts are appropriated for expenditure by the Agency in a manner consistent with the
standard of prudence prescribed by SPMIFA.

In accordance with SPMIFA, the Agency considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds: (1) The
duration and preservation of the funds, (2) The purposes of the Agency and the donor-
restricted endowment fund, (3) General economic conditions, (4) The possible effect of
inflation and deflation, (5) The expected total return from income and the appreciation of
investments, (6) Other resources, and (7) The investment policies of the Agency.

Investment income

Investment income including dividends, interest and similar payments are recognized as
earned.
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MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE A — GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Mission Hospice Endowment Fund-(Continued)

The Agency’s policy is to allocate the proportionate share of gains/losses of the Endowment
Fund to Temporary restricted assets. The Board of Directors has the authority to approve
these funds to be appropriated for expenditure.

Investment expenses

Investment expenses are netted against related investment income, gains or losses on the
Statement of Activities.

Investment Policies

The Agency physically and financially separates the Endowment Fund from other funds. The
Endowment Fund is managed by a professional investment advisor of the Board’s choosing.
The Investment Committee reviews the work of the investment advisor(s) at least annually,
and then reports to the Board of Directors. The primary investment objectives are
preservation of capital and purchasing power and long-term growth of assets. To this end,
the investments are for total return (income and capital appreciation) without considering a
specific income rate.

Strategies Employed for Achieving Objectives

Restrictions: Since the primary role of the directors is to preserve the capital of the
endowment, it is agreed that only those securities generally considered to be of high quality
are to be acquired. As an endowment fund, the nature of the investment policy is to reduce
volatility where possible. This should be done by maintaining an equity portfolio that is well
diversified across industry groups, and a fixed income portfolio made up of obligations of
creditworthy institutions. We acknowledge that the Agency assumes market risk by
maintaining a portfolio of investments; however, high risk taking is not in the best interests of
the Endowment Fund and should be avoided.

Income Taxes

The Agency has received tax-exempt status under Section 501 (c)(3) of the Internal
Revenue Code, and Section 23701 (d) of the State of California Revenue and Taxation
Code. Generally accepted accounting principles provide accounting and disclose guidance
about positions taken by an organization in its tax returns that might be uncertain.
Management has considered its tax positions and believes that all of the positions taken in
its federal and state exempt organization tax returns are more likely than not to be sustained
upon examination. The Agency’s returns are subject to examination by federal and state
taxing authorities, generally for three and four years, respectively, after they are filed.
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MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE A — GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Summarized Information for 2014

The financial statements include certain prior year summarized comparative information in
total but not by net asset class. Such information does not include sufficient detail to
constitute a presentation in conformity with accounting principles generally accepted in the
United States of America. Accordingly, such information should be read in conjunction with
the Agency’s financial statements for the year ended December 31, 2014, from which the
summarized information was obtained. Certain prior-year amounts have been reclassified to
conform to the current year’s financial statement presentation.

NOTE B - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are part of the net assets of the Agency resulting from
contributions and other inflows of assets whose use by the Agency is limited by donor
imposed stipulations that either expire by passage of time or can be fulfilled and removed by
actions of the Agency pursuant to those stipulations.

At December 31, 2015, temporarily restricted assets available for future use are as follows:

Capital Campaign f/b/o Hospice House $ 1,270,834
Endowment Fund 17,810
Total Temporarily Restricted Net Assets $ 1,288,644

NOTE C — ENDOWMENT FUND

The composition of the Agency’s endowment fund by net asset class and a reconciliation of
the beginning and ending balance of the Agency’s endowment follow:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Endowment Net Assets,
beginning of year $ - $ 19,136 § 49,585 $ 68,721
Investment return:
Investment income (1,326) (1,326)
Total investment return - (1,326) - (1,326)
Contributions -
Endowment Net Assets,
end of year $ - $ 17,810 $ 49585 $ 67,395
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MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE D - NET ASSETS RELEASED FROM DONOR RESTRICTIONS

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purposes or by occurrence of other events specified by donors. For the year
ended December 31, 2015, net assets released from donor restrictions were as follows:

Capital Campaign $ 842,738

NOTE E — PLEDGES RECEIVABLE

Pledge receivable are unconditional promises to pay a contain amount and consist of the
following at December 31, 2015

Pledges Receivable $ 865,629
Less Discount for tuture payments 9,921
Pledges Receivable, Net $ 855,708
Current Pledges Receivable, net $ 708,500
Non-current pledges receivable, net 147,208

$ 855,708

Pledges due beyond one year have been discounted at an annual rate of 3.5%.

NOTE F — INVESTMENTS

The following table sets forth by level, within the fair value hierarchy, the investments at fair
value as of December 31, 2015.

December 31, 2015

Total Total
Cost or Gross Gross Estimated Estimated
Amortized Unrealized Unrealized Fair Value Fair Value
Cost Gains Losses 12/31/15 12/31/14

Cash / Money Funds

$ 170,651 $ $ $ 170,651 $ 183,915
Level 1 Hierarchy:
Available for Sale:

Closed End Funds 1,466,830 137,350 1,604,180 2,094,273
Equity Mutual Funds 1,492,936 (125,553) 1,367,383 1,855,217

$ 3,130,417 $ 137,350 $ (125,553) % 3,142,214 § 4,133,405
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MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE F — INVESTMENTS - (Continued)
Total return on investments during the year ended December 31, 2015 was as follows:

Realized Current Year's
Gain / (Loss) Unrealized Total

Interest & on Sale of Gain / (Loss) Return on

Dividends Investments on Investments Investment

Closed End Funds $ 31,976 $ 404,650 $ (403,906) $ 32,720
Equity Mutual Funds 45,581 17,039 (97,551) (34,931)
Other Cash Deposits 38 - - 38
Total: $ 77,595 $ 421,689 $ (501,457) $ (2,173)

During the year ended December 31, 2015, available for sale securities were sold for total
proceeds of $1,897,742. The gross realized gain on these sales totaled $421,689. For the
purpose of determining gross realized gains or losses, the cost of securities sold is based on

specific identification.

The current year’s unrealized holding loss on investments of ($501,457) noted above, is the
change between the current year’s gross unrealized gain $11,795 and the prior year's gross
unrealized gain of $513,252. The net change of ($501,457) has been included under
investment income in the statement of activities for the year ended December 31, 2015.

Following is a description of the valuation methodologies used for assets measured at fair
value.

There have been no changes in methodologies used at December 31, 2015.

Common Stock: Valued at the closing price reported on the active market on
which the individual securities are traded.

Mutual Funds: Valued at the closing price per shares held at year end.

The methods described above may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, while the
Agency believes its valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine the fair value of
certain financial instruments could result in a different fair value measurement at the

reporting date.
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MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE G - PROPERTY AND EQUIPMENT
At December 31, 2015, property and equipment consisted of the following:

Accumulated Net Book
Cost Depreciation Value
Land $ 1,445694 $ $ 1,445,694
Building 1,613,311 20,166 1,593,145
Leasehold improvements 159,992 60,249 99,743
Furniture and Fixtures 243,222 201,330 41,892
Equipment 413,225 314,337 08,888
Total $ 3,875,444 $ 596,082 $ 3,279,362

For the year ended December 31, 2015, the total depreciation expense was $111,597.

NOTE H - INTANGIBLE ASSETS
At December 31, 2015, the Agency’s intangible assets consisted of the following:

Accumulated Net Book
Cost Amortization Value
Goodwill 3 40,000 $ 2,000 $ 38,000

For the year ended December 31, 2015, the total amortization expense was $2,000.

NOTE | — NOTE PAYABLE
At December 31, 2015, Agency’s note payable balance consisted of the following:

Note payable to a commerical bank, secured by real property, $ 1,500,000
are due in monthly interest payment only at 3.25% interest rate .

Less: Current Portion -
Long-Term Note Payable $ 1,500,000

Future annual payments on the note payable are as follows:

Year Ending December 31:

2016-2021 $ -
Thereafter 1,500,000
Total future principal payments $ 1,500,000

For the year ended December 31, 2015, the total interest expense was $11,240.
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MISSION HOSPICE & HOME CARE, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE J - RETIREMENT PLAN

The Agency maintains a Safe Harbor 401(k) Plan. Employees may elect to reduce their
compensation by a specific percentage or dollar amount, and the amount contributed to the
Plan is on a pre-tax basis. Employees are eligible under the plan if they are at least 21 years
of age and have completed one year of service. Under the plan, the Agency contributes
100% of employee’s salary deferrals that do not exceed 3% of compensation, plus 50% of
salary deferrals between 3% and 5% of employee’s compensation. Total contributions by the
Agency for the year ended December 31, 201 5 was $157,020.

NOTE K- COMMITMENTS AND CONTINGENCIES

Commitments

The Agency leases facilities for conducting its operations. At times, the lease obligations can
extend beyond one year. In addition, the Agency on occasion will lease equipment for use in

their operations.

Future obligations under non cancelable lease agreements in excess of one year as of
December 31, 2015 are:

Facility Postage

Rentals Rental Total
Year Ending: December 31, 2016 $ 378,120 $ 576 $ 378,696
December 31, 2017 396,546 576 397,122
December 31, 2018 417,311 432 417,743
December 31, 2019 433,999 - 433,999
December 31, 2020 442,944 - 442 944
$ 2,068,920 $ 1,584 $ 2,070,504

Total rent expense for the year ended December 31, 2015 was $290,843.

Contingencies

Grant awards require the fulfillment of certain conditions as set forth in the grant instrument.
Failure to fulfill the conditions could result in the return of the funds to the grantors. The
Agency deems this contingency remote since by accepting the grants and their terms it has
accommodated the objectives of the Agency to the provisions of the grants. The Agency's
management is of the opinion that the Agency has complied with the terms of all grants.
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YEAR ENDED DECEMBER 31, 2015
(With Comparative Totals for 2014)

NOTE L — SUBSEQUENT EVENTS

The Agency has evaluated its financial position and activities from the December 31, 2015
year end of this report through July 18, 2016, which is the date that the financial statements
were available to be issued. No material subsequent event items that required recognition or

disclosure were identified.
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