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I. ORGANIZATION INTRODUCTION AND INFORMATION

The Organization and Its Operation

Organized by a group of local citizens who recognized the need for a quality retirement
center in Chapel Hill, The Chapel Hill Residential Retirement Center, Inc. was
incorporated in July 1972 as a nonprofit corporation. The community includes a single
campus located at 750 Weaver Dairy Road in Chapel Hill, North Carolina. The
corporation generally uses the name Carol Woods when doing business.

The mission of the corporation is to provide a broad array of services to persons 65 years
of age or older including housing, health care, security, and to develop a satisfying
lifestyle and environment. The community supports and enhances the highest degree of
independence appropriate to each individual resident. A copy of Carol Woods’
Philosophy Statement and Statement of Mission, Vision and Values is presented in
Appendix F.

Not-for-Profit Status

Carol Woods is classified by the Internal Revenue Service as a 501(c)(3) corporation.
This not-for-profit classification exempts the organization from corporate income taxes
and allows Carol Woods to receive charitable contributions that may be tax deductible by
the donor. Under IRS regulations no earnings of the Corporation may be used for the
benefit of nor distributed to corporate directors, officers, or other individuals. All excess
funds remain with Carol Woods for use in its programs and services; and for on-going
financial stability.

Affiliations

In 2006 Carol Woods created an affiliated corporate entity, naming it The Carol Woods
Charitable Fund, Inc. (the Charitable Fund). The Charitable Fund has been established as
a separate 501(c)(3) charitable organization and has been organized as a “supporting”
corporation to Carol Woods. Under IRS guidelines, a supporting organization is one that
is treated as a charitable, tax-exempt entity because its primary purpose is to support
another charitable, tax-exempt entity; i.e., Carol Woods. Under its Articles of
Incorporation and Bylaws, the purpose of the Charitable Fund is to:

a. Support the facilities, grounds and services of Carol Woods to maintain its high
quality and affordability.

b. Support Carol Woods as a leader in research and development of innovative
housing programs, health care services, technology applications, and other needed
support services in order to help elderly persons lead meaningful lives as they age.

c. Support Carol Woods’ leadership role in the community, identifying and
addressing potential gaps in the service delivery system, financial issues and other
barriers to seniors being able to access needed services.

d. Support Carol Woods’ assistance to elderly persons during periods in which the
aging process may lead to personal loss, supporting seniors as long as possible in
desired living arrangements and achieving smooth transition to other settings as
needed.

Page 1



e. Support Carol Woods in promoting the care and service to seniors as a fulfilling
career choice for students at high school, college, graduate school and trade school
levels, thereby increasing the supply of qualified and dedicated personnel available
to serve seniors.

f.  Support Carol Woods in its cooperation and collaboration with other public
agencies and non-profit corporations in the community, North Carolina and the
United States in efforts to determine the most satisfying and fulfilling methods of
providing living residences and supportive services for elderly persons.

The Charitable Fund can accept charitable donations for which the donor may receive a
tax deduction. To maintain sufficient cohesion among the two organizations, all
members of the Charitable Fund Board of Directors are appointed by the Carol Woods
Board, and a majority of the Charitable Fund Board must be current members of the
Carol Woods Board; including the Carol Woods President/CEO and Vice-President of
Finance, who serve as ex-officio voting members of the Charitable Fund Board.

Carol Woods has contracted with A Helping Hand, Inc., another local non-profit
corporation, for Carol Woods to manage AHH home care and companionship services
which are provided to seniors across the local service area.

The financial statements of the Charitable Fund are presented as part of a set of
consolidated financial statements, providing residents and the public the same level of
financial disclosure to which they have come to expect with Carol Woods (refer to
Appendix A). The Charitable Fund is not part of the Obligated Group that Carol Woods
created through a Master Trust Indenture relating to its long-term debt. Carol Woods
remains the sole member of that Obligated Group.

Pursuant to NCGS §58-64-20(a)(4), aside from its affiliation with the Carol Woods
Charitable Fund, and its contractual relationship with A Helping Hand, and other than
annual membership in several state and national associations such as LeadingAge, Carol
Woods has no formal affiliation with any other religious, charitable, other non-profit
organization or any other organization. Carol Woods is solely responsible for all of the
corporation’s financial and contractual obligations.
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Accreditation

Carol Woods is accredited by the national Commission for Accreditation of
Rehabilitation Facilities (CARF). The Commission is an independent entity and is the
only accreditation body for communities like Carol Woods. Initial accreditation was
granted in 1988. Carol Woods was reaccredited in 1993, 1998, 2003, 2008, 2013, and
most recently in 2019. Each 5-year reaccreditation involves an intensive evaluation
process and an on-site visit conducted by a team of experienced continuing care
professionals. In achieving accreditation, the Commission finds that Carol Woods
conforms to specific standards of excellence accepted by the continuing care industry.
(See Appendix E for Certificate of Accreditation through 2023).

Licensure

Carol Woods is licensed to provide continuing care in North Carolina in accordance with
State law. The license is issued by the North Carolina Department of Insurance.
Documentation of Carol Woods’ licensure with the Department of Insurance is presented
in Appendix E.

Carol Woods is also licensed by the North Carolina Division of Health Service
Regulation to operate 30 skilled nursing facility beds and 89 Home for the Aged beds
(the latter comprise Carol Woods’ Assisted Nursing and Assisted Living facilities).

Carol Woods also carries a home care license from the North Carolina Division of Health
Service Regulation. Between its own home care license, and its contractual relationship
with A Helping Hand, Carol Woods meets its obligation to offer home care services to its
Early Acceptance residents under the Continuing Care Services without Lodging
requirements of NCGS §58-64-7.

Current copies of each license from the Division of Health Service Regulation are
presented in Appendix E.

The 30-bed skilled nursing center is certified for Medicare participation, as are Carol
Woods’ primary care medical clinic and outpatient rehabilitation department.

Credit Rating

Since 2000 Carol Woods has maintained a credit rating from Standard & Poors (S&P).
Between 2000 and 2019 its rating was A. In 2019, S&P upgraded Carol Woods’ rating to
A+. Carol Woods is among only a handful of retirement communities that have a rating
of “A+” or better. S&P reviews Carol Woods’ financial position every year, taking into
consideration such factors as strength of Board and senior management, market
conditions, and financial projections.
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II. FACILITY INTRODUCTION AND INFORMATION

Physical Location and Capacity

Carol Woods is located on 120 wooded acres in northern Chapel Hill, North Carolina. Its
location is between two major universities, the University of North Carolina at Chapel
Hill and Duke University.

There are 315 residential living units on campus, comprised of the following:

e 152 are single-story garden cottages,
e 149 units are in three central apartment buildings, and
e 14 are two-story townhomes located contiguous to the main campus.

There is a 60-residence health center on site and 3 assisted living facilities with licensed
capacity for 59.

As of March 31, 2020 Carol Woods had 502 residents living on campus, and 94 residents
living off campus under the Early Acceptance program.

A variety of central buildings house common facilities (such as the dining hall, social
hall, guest house, indoor heated pool, fitness center, library, assembly hall, computer
room, craft rooms/craft shop) and offices. The campus is accessed from a single entrance
on Weaver Dairy Road.

In February of 2012, Carol Woods received approval from the NC Department of
Insurance to offer an Early Acceptance program. The Early Acceptance option is offered
only to persons who are on Carol Woods’ priority list, and the admission process for
Early Acceptance is identical to the admission process for persons who are moving to
campus. The total number of persons accepted to the Early Acceptance program is
determined by the Carol Woods Board, and is guided by the numbers of residents living
on campus and the projected actuarial capacity of Carol Woods’ assisted living and
health center facilities. The Early Acceptance program is described in more detail in
Sections III, IV and V of this Disclosure Statement. The assumptions about average
census in the Early Acceptance program and the financial implications are presented in
the 5-year financial projections in Appendix B.
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Board of Directors

Carol Woods is a private community-based not-for-profit corporation, which is governed
by a Board of Directors, all of whom serve on a volunteer basis.

There are 17 voting Board members and 3 non-voting ex-officio members -- of whom
one is staff, and two are members of the Residents Council. Voting members are
nominated and elected by the Board to 3-year terms. Currently 2 residents serve as voting
members of the Board. No paid staff members of Carol Woods serve as voting Board
members. Each Board member may serve a maximum of two consecutive terms, but then
must rotate off the Board for at least one year. Members are typically individuals who
have had proven success in professional, business, or community affairs. Most are from
the Chapel Hill and Durham area. A number of past board members have later become
residents of Carol Woods.

NCGS §58-64-20(a)(2) and §58-64-20(a)(3) require certain disclosures about any officer,
director or trustee who has at least a 10% ownership or beneficial interest in Carol
Woods. No officer, director or trustee has any ownership or beneficial interest in Carol
Woods. In the spirit of full disclosure, the following profiles each member of the Carol
Woods Board — indicating Board position, voting or non-voting, and whether any Board
member might have business relations of any kind with Carol Woods or its residents.

Robert Saunders (Chair)
230 North Elm Street

P.O. Box 26000
Greensboro, NC 27420

Education: B.A. from UNC Chapel Hill, J.D. from University of Virginia School of Law.
Bob is a tax and business lawyer with experience in the nonprofit sector. He counsels
primarily tax-exempt organizations on matters ranging from formation and operation to
merger and dissolution, plus a wide range of federal and state tax controversy matters,
estate planning and tax-exempt financing. Bob represents exempt organizations in federal
and state tax audits and has significant experience as bond counsel, underwriter’s
counsel, company counsel and authority counsel in tax-exempt financings. He advises
companies seeking to operate as social enterprises in the Fourth Sector on a variety of
governance and tax-related issues and is co—author for the North Carolina Chapter of the
ABA Property Tax Handbook and the ABA Sales and Use Tax Handbook. Bob is also
the Chair of the Carrboro Partnership for Sustainable Community, the Carrboro
Economic Sustainability Commission and the Chair of the North Carolina Bar
Association Business Law Council Committee on Nonprofit Organizations. He lives in
Carrboro.

Per NCGS §58-64(a)(3)(b) the firm in which Mr. Saunders is a partner, Brooks, Pierce,
McLendon, Humphrey & Leonard, LLP, at the above address, may provide services to
residents of Carol Woods, the anticipated cost of which cannot be estimated.
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Richard Blankenship (Vice Chair)
1450 Raleigh Road, Suite 300
Chapel Hill, NC 27517

Education: B.A., University of North Carolina at Chapel Hill. Mr. Blankenship is a
Chartered Financial Analyst - a partner and senior portfolio manager with Franklin Street
Partners of Chapel Hill. He has over 35 years of experience in managing trusts, high net
worth clients, foundations, endowments, retirement assets and public money pools. He is
a member of the CFA Institute and the North Carolina Society of Financial Analysts. Mr.
Blankenship has served on boards for the UNC Division for Student Affairs, Triangle
Family Services, Ronald McDonald House of Durham, the Durham Public School
Scholarship Foundation, the Cherry Hill Foundation, the Friendly City Kiwanis,
Croasdaile Country Club and other organizations. He’s currently Treasurer of his church,
Trinity Avenue Presbyterian Church in Durham. Richard completed two consecutive
terms on the Board that ended in 2014, including service on the Finance Committee and
as Board Chair.

Per NCGS §58-64(a)(3)(b) the firm in which Mr. Blankenship is a partner, Franklin
Street Partners, at the above address, may provide services to residents of Carol Woods,
the anticipated cost of which cannot be estimated.

Brenda Mitchell (Secretary)
321 S. Columbia Street

C.B. #7120, UNC-CH
Chapel Hill, NC 27599

Education: BA in Speech Language Pathology and Audiology from South Carolina State
University; MS in Speech Language Pathology from Pennsylvania State University; PhD
in Leadership Studies from NC Agricultural and Technical State University. Dr. Mitchell
is Associate Professor and Associate Chair for Student Services and AHEC Operations in
the Department of Allied Health Sciences at UNC Chapel Hill and enjoys presenting at
state and national conferences on topics related to Speech Language Pathology,
mentoring, diversity and student data. She has maintained a faculty appointment in the
Division of Speech and Hearing Sciences since 1996, has taught at undergraduate and
graduate levels in Speech Language Pathology, and has led two AHEC supported grants:
the Health Affairs Pipeline Partnership Initiative (HAPPI) and the Interprofessional
Initiative with Allied Health graduate students (PT, OT and SLP) at the Piedmont All-
Inclusive Care for the Elderly (PACE) facility in Burlington and Randolph Hospital in
Asheboro. In her student services role, she oversees the daily systems for student
recruitment, retention and success. As AHEC Operations liaison for Allied Health
Sciences, she oversees student clinical housing and arranges for faculty to share clinical
expertise as requested by regional AHECs throughout the state. Dr. Mitchell worked in
various clinical settings prior to her academic appointment at UNC-CH. She and her
husband live in Durham. She is a member of the Union Baptist Church of Durham’s
Educational Teaching Board and serves on the Advisory Board of the Glen Lenox branch
of the NC State Employees Credit Union.
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Patricia Moore-Boyette (Treasurer)
211 Friday Center Drive, Suite 2091
Chapel Hill, NC 27517

Education: B.S. in Applied Mathematics from N.C. State University, M.B.A from
Meredith College, Certified Public Accountant. Pattie has worked at UNC Healthcare
System for the past 30 years, beginning as the Director of Internal Audit for N.C.
Memorial Hospital, next as the Vice President of Audit and Reimbursement for UNC
Hospitals, and currently as the Vice President of Reimbursement for UNC Health Care
System. Previous to that, Pattie spent eight years at Blue Cross and Blue Shield of NC
(NC fiscal intermediary for Medicare and Medicaid) as an auditor and then Audit
Supervisor for Teaching and State facilities. She also helps with accounting/auditing in
the family business — Joe Moore & Company, Inc., an industrial boiler contractor, located
in Raleigh, NC. She has served on the vestry at Saint Michael’s Episcopal Church in
Raleigh, NC and has taught Sunday School to three-year-olds for over 35 years.

Jess Aylor
800 Park Offices Drive, Suite 201
Research Triangle Park, NC 27709

Education: Master of Public Administration, University of North Carolina at Chapel Hill,
Bachelor of Arts from University of Virginia. Jess Aylor is Vice President of
Community Engagement at Triangle Community Foundation, where she oversees
programs and partnerships that improve the quality of life in the Triangle region,
especially for marginalized residents. Jess has more than 20 years of experience in
philanthropy, higher education, the arts, and community economic development in North
Carolina and Virginia. She is a classical violinist and an avid community volunteer with
Girl Scouts, Chapel of the Cross, and Northside Elementary. Jess has also served on
numerous local nonprofit boards and advisory committees, including NC Data Works,
Chapel Hill Cooperative Preschool, the Institute of Political Leadership, PTA Thrift
Shop, Durham Innovation Council, Triangle J Council of Governments, and Kidznotes.
She is a recipient of the Triangle Business Journal’s Top 40 Under 40 Award and
Business Leader Magazine’s Women Extraordinaire Award; and a graduate of
Leadership Triangle and Leadership Chapel Hill-Carrboro. Jess is a native of North
Carolina and proud to be raising two vivacious children in Chapel Hill with her fellow
Wahoo husband David.

William (Bill) Blackman
113 Black Oak Place
Chapel Hill, NC 27517

Education: Bachelor of Science in Accounting from the University of North Carolina at
Chapel Hill. Bill Blackman is a former Certified Public Accountant, having retired from a
47-year career in 2008. Bill is a founding partner of Blackman & Sloop, CPAs, which he
started in 1973 in Chapel Hill. He is an active community volunteer with more than 45
years of service in local nonprofit, civic and religious organizations. Among his volunteer
contributions, Bill has served in leadership positions with the NC Association of CPAs,
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on the Board of Directors of Orange Federal Savings and Loan, as a past president of the
East Chapel Hill Rotary Club, an elder at the University Presbyterian Church, and a
member of the Board of Visitors at UNC Children’s Hospital. He also played an
instrumental role in the establishment of SECU Family House at UNC Hospitals as a
founding member of the Board of Directors, and has contributed nearly 20 years of
service through various terms on the Board of Directors of Carol Woods Retirement
Center. Bill is a native North Carolinian, and lives in Chapel Hill with Lee, his wife of 50
years. He is proud to claim two daughters and one granddaughter.

Per NCGS §58-64(a)(3)(b) the firm in which Mr. Blackman was a founding partner,
Blackman & Sloop, may provide services to residents of Carol Woods, the anticipated
cost of which cannot be estimated

Gay Eddy (Resident, Ex-Officio, Non-Voting Member)
750 Weaver Dairy R., # 184
Chapel Hill, NC 27514

Education: B.S. Kansas State University. Moved to Chapel Hill from Seattle in 1983.
Chapel Hill volunteer service has included: president of the League of Women Voters,
appointed to Chapel Hill Board of Adjustment and the Chapel Hill Planning Board,
member of local PTA boards, Chapel Hill Preservation Society, and various non-profits.
For 18 years Gay worked on the congressional staff of US Representative David Price,
running the district office in Chapel Hill. Gay is the President of the Carol Woods
Resident Association. She has two daughters, one in Chapel Hill and one in San
Francisco.

Audrey Galloway
5511 Capitol Center Drive, Suite 400
Raleigh, NC 27606

Education: B.A., NC State University. Audrey currently serves as an Associate State
Director for AARP-North Carolina, leading the Triangle Region’s outreach and advocacy
efforts, while orchestrating and delivering programs important to people age 50 and
older. Born and raised in Raleigh where she attended Wake County Public Schools,
Audrey began her career in the public sector as a high school English Teacher. She left
teaching to pursue an advocacy career with the NC Association of Educators as a
government relations specialist, then as an advocacy consultant for several area non-
profit organizations. She’s also served as a board member of a number of Triangle-based
non-profit organizations assisting in fund- and profile-raising activities. She and her
husband, Rev. Victor Galloway, have one son who is a graduate of NC State’s
Architecture program. She is a member of First Baptist Church New Hill, Alpha Kappa
Alpha Sorority and the Triangle Chapter of the Elevate Network.
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Josh Gurlitz
308 West Rosemary Street, Suite 302
Chapel Hill, NC 27516

Education: He graduated from Syracuse University with a Master’s degree in
Architecture in 1976 A licensed architect and owner of JGA Architects, an Architectural
firm located in Chapel Hill. He has been practicing architecture in Chapel Hill since
1979. He has been active in local government and public service initiatives including:

Chair of the Chapel Hill Historic District Commission; Chair of the Chapel Hill
Appearance Commission; Chapel Hill Comprehensive Plan Ten Year Committee
member for 1990, 2000 and 2012; Downtown Commission, Founding Member; Chair of
the Mayor’s Committee on the Downtown; Northside Small Area Plan committee; Chair
of the Town of Chapel Hill Sustainability Committee. Freedom House Board Member
and Chair; Insight-Board Member; Orange Community Housing and Land Trust,
Founding Member; North Carolina State Legislature, Smart Growth Commission; Chapel
Hill Museum, Board Member; Chapel Hill/Carrboro Chamber of Commerce, Board
Member; EENP, Board Member and current Chair.

Per NCGS §58-64(a)(3)(b) the firm in which Mr. Gurlitz is a partner, JGA Architects, at
the above address, may provide services to residents of Carol Woods, the anticipated cost
of which cannot be estimated.

Thomas R. Haber
707 Kensington Drive
Chapel Hill, NC 27514

Education: B.S in Economics from the Wharton School at University of Pennsylvania
(1962). Tom is CEO of Hadley Investments. He retired from his position as Senior Vice
President/Chief Financial Officer of GlaxoSmithKline U.S., and is currently on the Board
of Directors of the GSK NC Foundation. Tom previously worked in financial
management at Johnson and Johnson. He serves on the Board of Directors of SECU
Family House, Board of Visitors UNC Children's Hospital, Board of Visitors UNC
Kenan-Flagler Business School (Emeritus). His previous volunteer activities include
UNC Chapel Hill Board of Visitors, Chapel Hill- Carrboro Public School Foundation
Board, Art Center Board, and Chapel Hill Preservation Society Board. Tom and his wife
Margie have lived in Chapel Hill since 1983.
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John Hawkins
210 North Columbia Street
Chapel Hill, NC 27514

Education: BA in English Literature and Journalism from Amherst College (1975); BS
in Architecture from the University of Minnesota (1980). Mr. Hawkins is a native of
Chapel Hill, but has lived in VA, MA, MN, and the DC area before returning to NC in
1998. John opened his architecture practice in downtown Chapel Hill on West Franklin
Street in 1994. Since then, he has been involved in the design of broad range of projects
for primarily educational and institutional clients, including numerous renovations and
building additions at several campus’ in the UNC system. As an extension of his
professional activities, Mr. Hawkins has contributed articles, columns, and essays to local
and national publications on topics related to architecture, design and planning. He has
also maintained an active participation in community and university planning and
preservation initiatives. John is married to Pat; they have two grown sons and one
granddaughter.

Per NCGS §58-64(a)(3)(b) the firm in which Mr. Hawkins is a partner, John B. Hawkins
AIA Architects, may provide services to residents of Carol Woods, the anticipated cost of
which cannot be estimated.

Charles House
425 Westwood Drive
Chapel Hill, NC 27516

Education: Army Veteran of the Defense Intelligence Agency and Bachelor’s Degree in
Business Administration from the University of North Carolina at Chapel Hill. Charles is
the proud business owner of University Florist, which is a local fixture since 1946, since
he purchased it in 1980. He has served on the Boards of the Chamber of Commerce,
Orange Federal Savings and Loan, local Royal Bank of Canada, Southern Retail Florists
Association and The Interfaith Council for Social Services. Charles is a native of North
Carolina, married Mary Beth in 1970, and is the proud parent of Cate and Henry who
both live in Chapel Hill with their families

Per NCGS §58-64(a)(3)(b) the firm in which Mr. House is a founding partner, University

Florist, may provide services to residents of Carol Woods, the anticipated cost of which
cannot be estimated.

Page 10



Melvin (Mel) Hurston
10003 Hammock Bend
Chapel Hill, NC 27517

Education: B.A. in Finance and Business Administration from Wayne State University
in Detroit, MI. Masters in Health Services Administration from the University of
Michigan (Ann Arbor). As senior V.P. of Professional and Support Services for UNC
Hospitals, Mel’s work involves provision of services in support of clinical care, including
the areas of plant engineering and maintenance, safety and security, design and
construction, and space management. He helped design and construct over 2 million
square feet of space in which to treat patients; including five hospitals, numerous clinics
and multiple free-standing centers. He also helped develop a telemedicine program that
brought pediatric cardiology expertise to rural parts of North Carolina. Mel serves as
President of the Board of Directors for the Charles House Association, which is
comprised of three elderly care facilities in Chapel Hill, and he serves on the Board of
Directors for Chatham Hospital in Siler City.

Jim Kitchen

133 4 East Franklin Street
PO Box 225

Chapel Hill, NC 27514

Education: Bachelor’s degree from UNC-Chapel Hill, MBA from University of
Tennessee and Masters in Political Management from George Washington University.
Jim helped build one of the largest student tour companies in North America. As a
Professor of Entrepreneurship and an Entrepreneur-in-Residence at UNC’s Kenan-Flagler
Business School, he teaches undergraduates how to create new for-profit and non-profit
ventures. He has led the initiative to create an entrepreneurial hub in downtown Chapel
Hill. Collaborating with officials from the Town of Chapel Hill, Orange County,
Downtown partnership and UNC, they opened Launch Chapel Hill. This project has
strengthened Town-County-University relations while giving entrepreneurs needed space
to create ventures in Orange County. He opened 1789 (above Four Corners on Franklin
Street) in early 2013 to serve early stage companies coming out of UNC. Jim is a member
of the Chapel Hill-Carrboro Public School Foundation Board and an avid runner. Jim and
his wife Susan have two children.
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Dina Rousset
3 The Glen
Chapel Hill, NC 27514

Education: M.B.A. from the University of Chicago. Ms. Mills is an Associate Director in
the Center for Entrepreneurial Studies at UNC’s Kenan-Flagler Business School where
she manages Launch Chapel Hill and oversees the 1789 Venture Lab and the Adams
Apprenticeship Program. She has over 25 years of experience developing and managing
for-profit and not-for-profit entrepreneurial ventures in a wide range of industries across
three continents. She served as a Peace Corps Volunteer in Rwanda and spent nine years
in Poland launching business ventures including British Petroleum, Blockbuster and Insty
Prints. Dina retired to Chapel Hill in 2001. The entrepreneurial bug bit again and she co-
founded LunaPops, a gourmet frozen pop producer in 2008, stepping out of the business
in 2012. She has four children (13-year-old triplets and a 12-year-old) and currently
serves on the Board of the Friends of Downtown.

Mark Royster
P.O. Box 26000
Greensboro, NC 27420

Education: BS in Mathematics from Johnson C. Smith University in Charlotte, NC;
Graduate Banking Degree from Stonier Graduate School of Banking at University of
Delaware in Newark, DE; Master of Divinity in Theology from Shaw University Divinity
School, Raleigh, NC; Doctor of Ministry in Pastoral Counseling from the Graduate
Theological Foundation in South Bend, IN; Continuing Education Diploma in Pastoral
Ministry from the Zimbabwe Baptist Theological Seminary in Gweru, Zimbabwe. Prior
to entering the Christian ministry fulltime, The Reverend Dr. Royster was employed by
Central Carolina and SunTrust Banks for over 30 years as First Vice President. Dr.
Royster has been in the ministry over 20 years. He served as the Senior Pastor of the
Cedar Rock Missionary Baptist Church of Wake County for more than 17 years. He is the
Minister of Operations at the First Baptist Church in Chapel Hill, Chair and Catechist of
the Ordaining Council of the New Hope Missionary Baptist Association, a member of the
Board of Trustees of the Apex School of Theology and a faculty member of the Mission
Education Program of the Lott Carey Baptist Foreign Mission Convention. The Rev. Dr.
Royster serves the community as chair of the Professional Advisory Group on Pastoral
Care and a member of the Ethics Committee at UNC Hospitals. He is also a member of
the Non-Medical Review Board of the University of North Carolina at Chapel Hill;
president of the Board of Directors of the First Baptist and Manley Estates Retirement
Community; and past treasurer of the New Hope Missionary Baptist Association; a
position he held for more than 15 years. He is a native of Granville County, NC, is the
youngest of 12 children, and is married to Phyllis DeLois Webb. They have lived in
Chapel Hill since 1977 and have three children.
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Fred Schroeder (Resident, Ex-Officio, Non-Voting Member)
750 Weaver Dairy R., # 185
Chapel Hill, NC 27514

Education: Fred graduated from Clearfield Area High School, Lycoming College in
Williamsport, Pennsylvania and Syracuse University in New York. Fred completed
course work for his doctorate at UNC-CH while continuing to work at the University.
Fred is the Vice President for the Carol Woods Resident Association. He has lived in
Chapel Hill since 1964. Fred was born, and spent his first seventeen years, in Mexico,
Missouri before a family move to Pennsylvania.

Patricia E. Sprigg (Ex-Officio, Non-Voting Member as President/CEQ)
Carol Woods

750 Weaver Dairy Road

Chapel Hill, NC 27514

Education: M.S., University of North Texas B.S., Pennsylvania State University; N.H.A.
North Carolina State Licensure. Ms. Sprigg has been involved in long term care since
1975; She was formerly the Vice President for Project Development for the Kendal
Corporation; has served on the National LeadingAge Board, House of Delegates, and as
Secretary of National LeadingAge, Co-Chair of the Master Aging Plan for Orange
County, Past Vice Chair and Member of Armed Forces Retirement Home National
Board; Chair-Elect and Continuing Care Accreditation Commissioner, Past Chair of
North Carolina Association of Non-Profit Homes for the Aging, National Transition of
Care Coalition and the North Carolina Legislative Study Commission on Aging; She
served as a coach for the National Leadership Academy and currently serves on the
National Business Initiative Council of LeadingAge. Ms. Sprigg joined Carol Woods in
1992.

Adam Stein (Resident, Voting Member)
750 Weaver Dairy Road, #1324
Chapel Hill, NC 27514

Education: BA from NYU and a JD from George Washington University in 1967. Adam
Stein and his wife Jane have been Carol Woods’ residents since 2013. Adam has had a
50-year legal career principally specializing in civil rights. It began as a law student
intern in the summer of 1965 working for civil rights lawyer Julius Chambers in
Charlotte. Upon graduation, he moved with wife and three children to Charlotte to
practice with Chambers. They formed a law firm in 1968, Chambers Stein Ferguson and
Lanning, the first racially integrated firm in NC. He practiced with that firm and its
successors for more than 40 years except for a period of five years when he took leave to
establish the NC Appellate Defender office, a public defender organization that
represents indigent criminal defendants on appeal. He and his law firm handled many
civil rights cases including some that went to the US Supreme Court resulting in leading
decisions involving school desegregation, employment discrimination and voting rights.
He personally argued three civil rights cases in the Supreme Court. Stein has been active
in several legal organizations: President of the Orange County Bar; 15B District Bar
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Councilor; President NC Academy of Trial Lawyers; Board of Governors Association of
Trial Lawyers of America; NC Indigent Defense Service Commission (its first Chair).
Awards include: Frank Porter Graham Award (ACLU, NC); Chief Justice Walter Clark
Award (NC Academy of Trial Lawyers); Defender of Justice Award (NC Justice Policy
Center); Tar Heel of the Week; Order of the Long Leaf Pine.

Marian Stephenson (Resident, Voting Member)
750 Weaver Dairy R., # 169
Chapel Hill, NC 27514

Education: AA and BS in Dental Hygiene, UNC Chapel Hill School of Dentistry; MPH
in Health Behavior, UNC Chapel Hill School of Public Health. Ms. Stephenson worked
in private dental practices before returning to school. She taught Dental Hygiene at UNC
Chapel Hill’s Dental School from 1970-1977 and was Associate Professor for the last
three of those years. She also worked for three years as a dental health educator in the
NC Division of Health and Human Services, Dental Health Division. Ms. Stephenson
was active in the NC Dental Hygiene Association and the American Dental Hygiene
Association, serving the latter on various national committees and chairing the newly
formed Commission of Assurance of Competence at the time professional CEUs were
being developed. In 1983, she began volunteering at Triangle Hospice, developing the
Volunteer Program and subsequently becoming the Director of Development. After
retiring, Ms. Stephenson served on the boards of the Sunrise Rotary Club, Friends of the
Senior Center, the Piedmont Chapter of the North American Rock Garden Society and
was a 13-year volunteer at the Ackland Art Museum. As a Carol Woods resident, she
supports the Art and Newcomers’ Committees, and chairs the Landscaping and Grounds
Resident Advisory Committee and the Garden Go-fers. She has three children, three
grandchildren and four step-children.

Board membership may change between major updates of this disclosure statement.

Page 14



Residents Association

A vibrant quality of Carol Woods is the active involvement of residents in most aspects
of the retirement community through membership in a Residents Association, with an
elected Council and appointed Committee structure. The Residents Association is a
separate non-profit corporation, independent of the Carol Woods, and the Charitable
Fund corporations. All residents are members on the basis of being Residents of Carol
Woods — both those living on campus and those in the Early Acceptance program.
Association members elect representatives to a Residents’ Council, which is the
governing body of the Association. The Residents’ Council generally meets monthly, and
is joined by the President/CEO of Carol Woods. The Council President appoints the
chairpersons of a large number of standing committees, ranging in scope from Finance to
Fitness -- Dining to Decorating. The President of the Residents Council and one other
member of the Council (selected by the Council) serve as ex-officio, non-voting members
of the Carol Woods Board of Directors.

Management works very closely with the residents through the Association, its Council
and its committees. Each department manager meets routinely with the appropriate
resident advisory committees. Resident-initiated questions and issues relating to
operations are directed to the committee level for clarification or discussion with
management. Parameters for programs and policies are developed at this level.

Programs and policies developed in this way generally are referred to the President/CEO
of Carol Woods with consensus having been reached between the particular resident
committee and manager. Similar support is sought and is usually reached at the
Residents’ Council level. The Board of Directors is thereby assured that policies that it
must consider, and policies that are within the discretion of management to approve and
implement, have had considerable and very real resident input.
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Executive Staff: Pursuant to NCGS §58-64-20(a)(2) and (3), none of Carol Woods’
executive management staff has any ownership in Carol Woods. In the spirit of full
disclosure, the following are Carol Woods’ key executive staff.

Patricia E. Sprigg, President and CEO
See profile in Board of Directors section.

Leah R. Adeniji, Vice President of Campus Services

Education: MBA, (Human Resources); MS, (Change Management); BA,
(Communications); University of Wisconsin-Milwaukee. She has been involved in the
health care industry since 2016, and joined Carol Woods in 2019.

Nicole Cooper, Vice President of Technology and Compliance

Education: MBA, Elon University; BA, International Relations, The College of William
and Mary. Licensed Nursing Home Administrator, NC. Former Administrative and
Team Lead Surveyor for the Commission for the Accreditation of Rehabilitation
Facilities. She joined Carol Woods in 1998.

Kenneth Reeb, Jr., Vice President of Finance and Planning

Education: MSPH, (Health Care Administration) UNC-CH; BA, Economics, Carleton
College. Former Administrator of Hampton Woods Senior Campus, Jackson, NC. Mr.
Reeb served as Treasurer of the Board of Senior Care of Orange County, and Past Chair
of the Board of Piedmont Health Services, Inc.. He has been involved in the health care
industry since 1984. He joined Carol Woods in 1996.

Liz Tomajko, Vice President of Human Resources and Staff Development
Education: Bachelor of Professional Studies with a major in Human Resources.
Professional in Human Resources Certification from HRCI since 2000. Certified
Professional certification from SHRM 2015. Mrs. Tomajko has served as board member
of the Chapel-Hill Carrboro Meals on Wheels for the past year and a half and is currently
also serving as Treasurer . She joined Carol Woods in 2008.

Jen Wilson, Vice President of Well-Being

Education: MPH, UNC-CH; BA, Sociology/Anthropology, Ohio Wesleyan University.
Prior to Carol Woods she coached North Carolina nursing homes through quality
improvement efforts to implement person centered care and eliminate restraint use as a
Project Manager with the Carolinas Center for Medical Excellence. Jen joined Carol
Woods in 2008.
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Consulting Professionals: Pursuant to NCGS §58-64-20(a)(2) and (3), no consulting
firm or other professional service firm has any ownership interest in Carol Woods. In the
spirit of full disclosure, the following are the key consulting firms used by Carol Woods.

A. V. Powell and Associates, LLC.
Actuarial Consultants, 1791 Woodcliffe Terrace, NE, Atlanta, GA 30324-4955

Clifton Larson Allen, PLLC
Auditors, Tax and Financial Consultants, 227 West Trade Street, Suite 800, Charlotte,
NC 28202

UBS Financial Services, Inc.
Investment Advisors, 3455 Peachtree Road, NE, Suite 1700, Atlanta, GA 30326

Womble Bond Dickinson, LLP
Legal Counsel, 555 Fayetteville Street Mall, Suite 1100, Raleigh, NC 27601

Full Disclosure Practice

Carol Woods discloses to its residents all policies and summary financial information
related to the retirement center. Both the annual audited financial statements and the
monthly interim financial statements are presented to Resident Finance Committee
members. Audit forums are offered annually, open for all residents to attend.

Committees of the Residents Association and the Residents’ Council are involved in the
budget preparation process. Budget forums are given annually for all residents during and
after budget approval. Copies of annual audits, interim monthly financials, annual
budgets, 5-year pro formas, resident forums, and annual Disclosure Statements are
archived in the Carol Woods library for resident and public reference. Electronic copies
are posted to the resident web portal for easier access on-line.

Pursuant to NCGS §58-64-20(a)(3), no member of the Board of Directors, staff member,
nor consultant has an ownership nor beneficial interest in Carol Woods. No member of
the Board or management staff (i) has been convicted of a felony nor pleaded nolo
contendre to a felony charge, nor been held liable nor enjoined in a civil action by final
judgment if the felony or civil action involved fraud, embezzlement, fraudulent
conversion, or misappropriation of property; (ii) is subject to a currently effective
injunctive or restrictive court order, or within the past five years, had any State or federal
license or permit suspended or revoked as a result of an action brought by a governmental
agency or department, if the order or action arose out of or related to business activity of
health care, including actions affecting a license to operate a foster care facility, nursing
home, retirement home, home for the aged, or facility subject to Chapter 58, Article 64 of
the NC General Statutes or a similar law in another state.
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Carol Woods does not hire nor pay Board members on either a contractual or any other
basis. Per NCGS §58-64-20(a)(2) Carol Woods ensures that all of its officers, directors,
and key management staff disclose “...the name and address of any professional service,
association, trust, partnership, or corporation in which this person has, or which has in
this person, a ten percent (10%) or greater interest and which is presently intended shall
currently or in the future provide goods, leases, or services to the facility, or to residents
of the facility, of an aggregate value of five hundred dollars ($500.00) or more within any
given year, including a description of the goods, leases, or services and the probable or
anticipated cost thereof to the facility, provider or residents or a statement that this cost
cannot presently be estimated...” There is a Board policy that governs the evaluation and
disclosure of potential conflicts of interest; a copy of which is presented in Appendix G.

Residents are free to have business relationships with Board members or with
organizations they own, control, are employed by, or are otherwise affiliated. Carol
Woods neither endorses nor encourages residents to do business with Board members nor
related organizations and is not involved in establishing continuing business relationships
between residents and Board members.

Each Board member is asked each year to disclose whether they have business
relationships with residents. Carol Woods has disclosed those Board members who do or
may have business relationships with residents in their individual Board profiles in
section IL.B.
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III. ONGOING OR PROPOSED EXPANSIONS OR DEVELOPMENTS

Pursuant to NCGS §58-64-20(a)(14) this section discloses some ongoing capital
expansions that are noteworthy. Other than these ongoing efforts, there are no new major
development projects anticipated for Carol Woods at this time.

Central Apartment Residence Expansions. 2019 earmarked the 17" year of a capital
project to expand or combine central apartments. Central apartments were originally
constructed in 1979 with galley kitchens, and with laundry facilities that were centrally
located in each building. In 2003, responding to changing market demands, new
architectural designs were developed to achieve full kitchens and washers/dryers in each
residence. Living room space was recaptured with sunrooms constructed from existing
porches. In some cases adjacent studios and 1-bedroom residences were combined to
achieve much larger 2-bedroom and 2-bedroom with den residences. From 2003 through
2019, all but 5 of the 140 original central residences have been expanded or combined
into larger residences. These changes continue to receive strong positive market
response.

Additional Independent Living Townhomes. In 2009 Carol Woods began to offer to
its Priority List several two-story townhomes that it owns that are located immediately
adjacent to its original garden cottages. These residences are offered with the same
Residence and Services Agreement and lifetime obligations as are provided to all other
Carol Woods residents living on campus. Currently there are 14 townhomes that are
CCRC residences, which are included in the total of 315 units offered as CCRC
residences.

As additional townhomes become available, Carol Woods may make offers to purchase
on a selective basis. Once owned, Carol Woods will continue to offer these residences to
the Priority List along with a Residence and Services Agreement commitment.
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IV. ADMISSION AND RESIDENCY REQUIREMENTS

Carol Woods offers two programs by which persons can become Residents of Carol
Woods:

1. If a cottage, apartment or townhome is available, one can reserve that residence,
proceed through Carol Woods’ admission process, take residency of the
residence, and enjoy on-campus retirement living and related services, plus ensure
access to future health care services as needed.

2. Ifaslot in Carol Woods’ Early Acceptance program is available, one can reserve
that slot, proceed through Carol Woods’ admission process, become a Resident of
Carol Woods with full access to the campus amenities, and ensure access to future
health care services as needed -- while remaining in their current home for the
time being -- and retaining their position on the Priority List for a potential move
to campus at a later date.

Whether living on campus or continuing to live in their current home, residents in each
setting have the same financial protections and access to Carol Woods’ assisted living
facilities, health center and other health care programs.

Since the Early Acceptance program does not include residency on campus, the array of
retirement living services offered under Early Acceptance are different than the services
offered to residents who live on campus -- and the fee structure reflects those differences
(Refer to the Services section of this Disclosure Statement).

Aside from those differences, however, Carol Woods has made the two programs as
similar as possible. Some of the key similarities are the following:

1. Only persons who are on Carol Woods’ Priority List will be offered available
residences on campus and available slots in the Early Acceptance program.

2. Once a member of the Priority List has reserved a residence or a slot in the Early
Acceptance Program, the admission process is identical, and includes financial
analysis and a health assessment.

3. Once one becomes a Resident of Carol Woods, whether living on campus or
through Early Acceptance, they have equal access to all common areas of campus,
equal standing as members of the Residents Association, and equal access to
Carol Woods’ health care facilities and shared health care benefits.

To emphasize the wide array of similarities between the two programs, the next sections
on Admission and Residency Requirements and Services will intersperse information
related to both programs. To help understand the similarities and the differences, each
section will contain helpful tables that provide side-by-side comparison of key policies
and services, and how those apply to each program. Following each table, elements of
the table are explained in more detail narratively.
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Admission Requirements

The admission requirements for the Early Acceptance program and for residence at Carol
Woods are non-discriminatory with respect to race, creed, religion, gender, sexual
orientation or gender expression. Carol Woods is open to both couples (married or

unmarried) and singles.

Early Acceptance On-Campus Living

1)  Access to Program Available only to Members of Carol | Available only to Members of Carol
Woods’ Priority List. Woods’ Priority List.

2)  Geographical Consideration Persons must live in Orange County, | No geographical constraint, since
NC or surrounding counties, in persons are seeking a move to Carol
convenient proximity to Carol Woods.

Woods.

3) Offering Admission When an Early Acceptance slot is When an apartment, cottage or
available, persons on the Priority townhome is available, persons on
List who have expressed interest in the Priority List who have expressed
Early Acceptance are contacted in interest in that residence type are
strict sequential order based upon contacted in strict sequential order
Priority List Date. based upon Priority List Date.

4)  Admission Process

a) Reservation Agreement

b) Health Assessment

¢) Financial Analysis

d) Insurance Requirements

Applicant signs an Early Acceptance
Reservation Agreement to reserve
the available slot.

Applicant submits a Personal Health
History within 30 days. Applicant’s
physician submits a Physician’s
History and Physical Exam Report.

Applicant submits a Confidential
Financial Statement within 30 days
of Reservation Agreement.

Applicant must carry Medicare A
and B or acceptable alternative
primary medical insurance and
acceptable supplemental medical
insurance.

Applicant signs a Reservation
Agreement to reserve the available
residence.

Applicant submits a Personal Health
History within 30 days. Applicant’s
physician submits a Physician’s
History and Physical Exam Report.

Applicant submits a Confidential
Financial Statement within 30 days
of Reservation Agreement.

Applicant must carry Medicare A
and B or acceptable alternative
primary medical insurance and
acceptable supplemental medical
insurance.

Page 21




Carol Woods maintains an active Priority List for persons interested in the Early
Acceptance program, and in possibly moving to Carol Woods at a future date. The
Priority Agreement (Appendix C) secures the option for persons to go through the
admissions process at a later date, but does not guarantee admission to Carol Woods.

As residences on campus become available, persons who have indicated interest in the
available unit type are contacted from the Priority List in order by date that one’s original
deposit was made and offered the option of reserving the residence at that time.

As slots for Early Acceptance become available, persons from the Priority List who live
in the local geographic area, and who have expressed interest in the Early Acceptance
program, are contacted and offered the option of becoming a Carol Woods resident under
the Early Acceptance program at that time. The geographic area that is served through
the Early Acceptance program must be close enough driving distance to be convenient
for Early Acceptance Residents to come to Carol Woods and for Carol Woods’ care
management staff to conduct periodic in-home visits. The service area includes Orange
County, NC and portions of surrounding counties that are within appropriate driving
distances. Persons considering joining the Priority List and interested in Early
Acceptance will be informed as to whether they live close enough to qualify for Early
Acceptance so that they can factor that into their decision of whether to join the Priority
List.

A person/couple may defer becoming a resident, and that decision will not change one’s
position on the Priority List. Their position is set based upon the date that they made
their original priority list deposit. Likewise, those who become Carol Woods’ residents
under the Early Acceptance program remain on the Priority List and retain their original
Priority List Date. They will continue to be offered the opportunity to move to a
residence on campus as residences of their choice become available, and based upon their
original Priority List Date.

A Reservation Agreement or Early Acceptance Reservation Agreement (Appendix C) is
signed when a person on the Priority List decides to enter the Admissions process. In this
Agreement, Carol Woods agrees to take the available residence or early acceptance slot
off the market while the person goes through the Admission process. The Reservation
Agreement also establishes the amount of the Entry Fee to be paid upon acceptance.

The Board of Directors, guided by actuarial considerations and senior management input,
determines the number of Early Acceptance contracts that Carol Woods may offer.
Prospective residents who elect to proceed through the Early Acceptance admission
process shall be subject to the same requirements as the traditional admission process,
including signing an Early Acceptance Reservation Agreement and providing timely
health and financial information. The admissions criteria for Early Acceptance are the
same as those used for on-campus admissions to Carol Woods, as are outlined in the
following sections.
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Health Criteria

Pursuant to NCGS §58-64-20(a)(8) Carol Woods is a continuing care retirement
community with a fee structure and reserves that are actuarially based and insurance-like
in nature. The community’s financial projections are based upon the assumption that
every resident accepted through Carol Woods’ admission process is able to live
independently and have a reasonable expectation of an active lifestyle for participation in
the community for a minimum of three to five years.

All prospective residents are required to submit a Personal Health History within 30 days
of executing the Reservation Agreement or Early Acceptance Reservation Agreement.
The prospective resident is also asked to have his/her personal physician complete a
Physician’s History and Physical Examination Report and, if appropriate, personal
interviews are scheduled.

Financial and Insurance Criteria

Residents must have assets and income sufficient to meet their financial obligations under
the Agreement and to cover other ordinary living expenses, under foreseeable
circumstances. Carol Woods requires completion of a Confidential Financial Statement
within 30 days of executing the Reservation Agreement or Early Acceptance Reservation
Agreement and may request that the resident furnish updated financial information
periodically after acceptance.

All residents must also carry Medicare A and B, a Medicare supplemental policy, or
Medicare Advantage policy that meets Carol Woods’ requirements. At a minimum,
Carol Woods expects that, since it participates in Medicare, neither one’s Medicare,
Medicare Advantage, nor one’s supplemental policy would exclude Carol Woods as a
health care provider. Policies also are reviewed to the extent that they cover the
following:

1. Deductibles and co-insurance for all Medicare-allowed hospital care;
2. Daily co-insurance for all Medicare-allowed skilled nursing care;

3. Co-insurance for all Medicare-allowed medical visits and outpatient services.

Carol Woods provides Medicare-certified skilled nursing, outpatient rehabilitation, and
primary medical care services. Carol Woods also accepts Medicare Assignment, which
means that it will bill each resident’s Medicare, Medicare Advantage, and supplemental
insurance policies for Medicare-covered services that Carol Woods provides, and will
accept as full payment the amount that Medicare or Medicare Advantage plans establish
as “allowable.”

To the extent that a resident’s Medicare, Medicare Advantage, and supplemental medical
insurance policies do not cover Medicare’s allowable amount entirely, Carol Woods will
bill the resident the remaining deductible or co-insurance amounts allowed by Medicare,
co-insurance or Medicare Advantage.

Page 23



Age Requirements

Admission to either Carol Woods’ Early Acceptance or on-campus programs is restricted
to persons 65 years of age or older, except a co-applicant may be 55 years of age or older.

Signing of Agreements and Timing of Entry Fee Payments

Pursuant to NCGS §58-64-20(c) and §58-64-25, Appendix C includes copies of the Early
Acceptance Agreement, Residence and Services Agreement, and Residence and Services
Agreement Following Early Acceptance.

Early Acceptance On-Campus Living
1) Upon 10 Days of Notice of | e Applicant pays remainder of the | ® Applicant pays an additional
Acceptance by Carol entry fee as specified in the 10% of the entry fee specified
Woods’ Admissions Reservation Agreement in the Reservation Agreement
Committee . . . .
o 2% of entry fee is considered an | ® 2% of entry fee is considered
Acceptance Fee an Acceptance Fee
e 8% is considered an
Acceptance Deposit
2)  Date of Financial e Date when Early Acceptance e Date when Residence and
Responsibility Agreement is signed and Services Agreement is signed
remaining entry fee is paid. and remaining entry fee is
paid.
e Within 10 days of Notice of e  Within 90 days of Notice of
Acceptance Acceptance
e Commencement of 30-day e Commencement of 30-day
Rescission Period Rescission Period and 90-day
Trial Period

e Usually coincides with date of
move to campus, although
sometimes move to campus
may be delayed for
extenuating circumstances.

Early Acceptance Agreement. At the time that an applicant is accepted for admission
under Carol Woods’ Early Acceptance program, the applicant is notified in writing and
has 10 days to sign an Early Acceptance Agreement and to pay the applicable entry fee in
full. 2% of this fee is considered an Acceptance Fee, which has bearing if the resident
should seek a refund of the entry fee, as is outlined in the following section of this
Disclosure Statement. The date that the agreement is signed constitutes the Date of
Financial Responsibility for subsequent monthly service fees, and for commencing the
30-day Rescission Period (explained in a following section).
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Residence and Services Agreements. At the time that an applicant is accepted for
admission to a residence on the Carol Woods campus, when there may still be up to 90
days before the actual Date of Financial Responsibility (the date when the Residence
and Services Agreement is signed, which is also generally the move-in date to the on-
campus residence), the applicant will be expected to pay a 2% Acceptance Fee and an
8% Acceptance Deposit, for a total of 10% of their total Entry Fee. This payment will
be required within 10 days of the applicant being notified in writing of acceptance to a
Carol Woods residence.

The Entry Fee for a resident who is moving to campus after having been accepted
previously as a Carol Woods resident under the Early Acceptance program shall be the
prevailing Entry Fee for the residence to which the resident is moving, less the Entry Fee
that the resident paid previously under the Early Acceptance program. The 2%
Acceptance Fee and 8% Acceptance Deposit for Early Acceptance residents moving to
campus shall be based upon the additional Entry Fee which they will pay upon taking
residence on campus, and not upon the Entry Fee that they paid originally when
becoming a Carol Woods resident under the Early Acceptance program.

The Residence and Services Agreement, and Residence and Services Agreement
Following Early Acceptance, shall be signed not later than 90 days after the applicant is
accepted for admission to the reserved residence. The remainder of the applicable entry
fee shall be paid at the time that the Agreement is signed. The date that the agreement is
signed also constitutes the Date of Financial Responsibility for subsequent monthly
service fees, and for commencing the 30-day Rescission Period (explained in a
following section).
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Contract Cancellations/Terminations and Applicable Refunds

Pursuant to NCGS §58-64-20(a)(7)(c), this section outlines the terms and conditions
under which a contract may be canceled by Carol Woods or the resident, and the
conditions under which fees will be refunded.

Early Acceptance On-Campus Living

1)  Cancellation of Priority | Applicant may terminate Priority List | Applicant may terminate Priority List

List Agreement Agreement and be removed from the | Agreement and be removed from the
Priority List. $1,000 deposit is Priority List. $1,000 deposit is
refunded. $300 Priority List refunded. $300 Priority List
Administration Fee is forfeit. Administration Fee is forfeit.

2)  Cancellation during Applicant or Carol Woods may Applicant or Carol Woods may
Admission Process due | terminate Early Acceptance terminate Reservation Agreement and
to Change in Health Reservation Agreement and Priority Priority Agreement, with full refund of
Status Agreement, with full refund of $1,000 | $1,000 Priority List deposit and other

Priority List deposit, and other portions of Entry Fee already paid,
portions of Entry Fee already paid, including 2% Acceptance Fee and 8%
including 2% Acceptance Fee. Acceptance Deposit

3)  Cancellation during Applicant or Carol Woods may Applicant or Carol Woods may
Admission Process for | terminate Early Acceptance terminate Reservation Agreement and
Reasons Other than Reservation Agreement and Priority Priority Agreement, with full refund of
Change in Health Agreement, with full refund of $1,000 | $1,000 Priority List deposit and other
Status Priority List deposit, and other portions of Entry Fee already paid,

portions of Entry Fee already paid, including the 8% Acceptance Deposit.
except the 2% Acceptance Fee. 2% 2% Acceptance Fee is forfeit.
Acceptance Fee is forfeit.

4)  30-Day Contract 30-day period following signing of 30-day period following signing of
Rescission Period Early Acceptance Agreement when Residence and Services Agreement
Pursuant to NC GS Resident has the right to terminate the | when Resident has the right to
§58-64-25(a)(1) Agreement. Resident is entitled to terminate the Agreement. Resident is

full refund of the entry fee paid, entitled to full refund of the entry fee
except the 2% Acceptance Fee, paid, except the 2% Acceptance Fee,
which is forfeit. which is forfeit.

5)  90-Day Trial Period Not Applicable under Early 90-day period following signing of

Acceptance Program

Residence and Services Agreement
and move to Carol Woods’ campus
whereby Resident and Carol Woods
can determine suitability of campus
living. Contract may be terminated
and Resident is entitled to full refund
of Entry Fee paid, except the 2%
Acceptance Fee which is forfeit.
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Early Acceptance

On-Campus Living

6)  Termination following | e Resident may terminate Early e Resident may terminate Residence
30-Day Rescission & Acceptance Agreement and Services Agreement
90-Day Trial Periods voluntarily any time by giving voluntarily any time by giving 60-
60-day written notice. day written notice.
e Carol Woods may terminate e Carol Woods may terminate
Agreement if Resident failed to Agreement if Resident failed to
disclose pertinent health or disclose pertinent health or
financial information, or if financial information, or if
Resident fails to abide by the Resident fails to abide by the terms
terms of the Agreement, of the Agreement, including
including refusing to receive refusing to receive health care
health care services if that is services if that is determined by
determined by Carol Woods to be Carol Woods to be in the
in the Resident’s best interest. Resident’s best interest.
e Carol Woods may terminate if e (Carol Woods may terminate if
Resident refuses to move to Resident refuses to move to
assisted living or the health center assisted living or the health center
or obtain sufficient health care or obtain sufficient health care
support at home if determined by support at home if determined by
Carol Woods’ health care team to Carol Woods’ health care team to
be in the Resident’s best interest. be in the Resident’s best interest.
e Portion of Entry Fee that is e Portion of Entry Fee that is
refundable declines at a rate of refundable declines at a rate of 2%
4% per month for 25 months. per month for 50 months. After 50
After 25 months no portion of months no portion of Entry Fee is
Entry Fee is refundable. refundable.
e Resident is responsible for e Resident is responsible for
payment of the Monthly Service payment of the Monthly Service
Fee through the date that the Fee through the date that the
Early Acceptance Agreement is Residence and Services Agreement
terminated. is terminated, and the residence is
cleared of the Resident’s
belongings and trash.
7)  Termination or Death Joint Early Acceptance Agreement Joint Residence and Services

of One of Two Persons
Co-Signing an
Agreement

remains in effect for remaining
Resident.

Agreement remains in effect for
remaining Resident.
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Cancellations During the Admission Process

Cancellations Due to Changes in Health Status. If an applicant’s health condition
changes during the admissions process and prior to acceptance, including death of
one member of a couple, the applicant may terminate a Priority Agreement,
Reservation Agreement, or Early Acceptance Reservation Agreement prior to
acceptance by giving written notice to Carol Woods. In the event of such
termination, the applicant will receive refund of $1,000 of the Priority List deposit
within 60 days, but will forfeit the $300 Priority Agreement Administration Fee
(Refer to Appendix C for copies of these Agreements).

If an applicant’s health condition changes after having been accepted, but prior to the
Date of Financial Responsibility, including death of one member of a couple, the
applicant may terminate a Priority Agreement, Reservation Agreement or Early
Acceptance Reservation Agreement prior to the Date of Financial Responsibility by
giving written notice to Carol Woods. The Date of Financial Responsibility is
established as the date that the applicant(s) sign an Early Acceptance Agreement,
Residence and Services Agreement, or Residence and Services Agreement
Following Early Acceptance. In the event of such termination, the applicant will
receive refund of the $1,000 Priority List deposit, 8% Application Deposit, and 2%
Acceptance Fee within 60 days, if applicable, but will forfeit the $300 Priority
Agreement Administration Fee.

If an applicant dies, or becomes incapacitated after the date that a Residence and
Services Agreement or Residence and Services Agreement Following Early
Acceptance is signed, but prior to taking occupancy, and such event precludes the
applicant from being able to take occupancy, the Agreement that had been executed
shall be cancelled automatically, and a full refund of the entry fee shall be provided
within 60 days. However, the $300 Priority Agreement Administration Fee will be
forfeit.

Cancellations for Reasons Other Than Change in Health Status. If the applicant
unilaterally elects not to move to Carol Woods or to decline being a resident under
the Early Acceptance program for any reason other than a change in health status,
the 2% Acceptance Fee will not be refunded. The Acceptance Fee charge covers the
costs to Carol Woods of the prospective resident electing to cancel the admission so
late in the process.

Carol Woods may terminate an Agreement at any time during the admission process,
prior to an applicant’s Date of Financial Responsibility if Carol Woods determines
that the applicant does not meet the physical, mental, or financial requirements for
admission. In the event of such termination, the applicant will receive a refund of
the $1,000 Priority List deposit within 60 days, but will forfeit the $300 Priority
Agreement Administration Fee. Termination of an Agreement by Carol Woods after
the Date of Financial Responsibility is outlined in a later section.
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Contract Rescission

A resident may rescind the Early Acceptance Agreement, Residence and Services
Agreement, or Residence and Services Agreement Following Early Acceptance by
giving written notice to Carol Woods within 30 days following the later of the
execution of the Agreement or the receipt of a disclosure statement, which meets the
requirements of Section §58-64-1 et seq. of the North Carolina General Statutes. A
resident who has signed a Residence and Services Agreement or Residence and
Services Agreement Following Early Acceptance will not be required to move to
Carol Woods during such 30-day rescission period. In the event of such rescission, if
the reason for rescission is due to a resident’s change in health status, the resident
will receive 100% refund of the Entry Fee, less the $300 Priority Agreement
Administration Fee. If the reason for rescission is not related to a change in health
status, the resident will receive a refund of the Entry Fee less the $300 Priority
Agreement Administration Fee and less the 2% Acceptance Fee. Carol Woods will
pay any such refund within 60 days following receipt of written notice of rescission.

Trial Period for Residency at Carol Woods

Under the Residence and Services Agreement or the Residence and Services
Agreement Following Early Acceptance, the first 90 days of residency on Carol
Woods’ campus will be considered to be on a trial basis. During the 90-day period,
the resident has the right to terminate the Residence and Services Agreement or
Residence and Services Agreement Following Early Acceptance by serving Carol
Woods with written notice. During the same 90-day period, Carol Woods also has
the right to terminate the Residence and Services Agreement or Residence and
Services Agreement Following Early Acceptance based on its judgment that the
resident’s physical condition or emotional adjustment will not permit adaptation to
Carol Woods’ resident community lifestyle.

If Carol Woods terminates the Residence and Services Agreement or Residence and
Services Agreement Following Early Acceptance during the trial period, or the
resident terminates due to change in health status, the resident will receive 100%
refund of the Entry Fee, less the $300 Priority Agreement Administration Fee. If the
resident terminates the Agreement during the 90-day trial period, and the termination
is not due to a change in health status, then Carol Woods will refund the Entry Fee
less the $300 Priority Agreement Administration Fee and less the 2% Acceptance
Fee to cover the costs to Carol Woods of the early termination. The refund will be
made within 30 days of the date that the Residence and Services Agreement is
formally cancelled, or within 30 days from the date that the residence is vacated,
whichever is later. The 90-day trial period begins with the Date of Financial
Responsibility (the day that the Residence and Services Agreement or Residence and
Services Agreement Following Early Acceptance is signed, the Entry Fee is paid in
full and the applicable monthly fee commences).

If the Residence and Services Agreement Following Early Acceptance is terminated,
the Early Acceptance Agreement that had been in effect prior to the resident’s move
to campus shall be reestablished, unless the reason for terminating the on-campus
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agreement is due to factors that would preclude the resident from returning to an
early acceptance relationship with Carol Woods.

If the Residence and Services Agreement or Residence and Services Agreement
Following Early Acceptance is terminated during the Trial Period, the resident will
be responsible for paying the full amount of monthly service fees during that period,
up until the day that the residence is vacated and the keys returned to Carol Woods.

The 90-day trial period does not apply for residents who sign an Early Acceptance
Agreement, since they do not move to Carol Woods, and there is no need for a trial
period.

Voluntary Termination After Rescission / Trial Periods

Early Acceptance Agreement. After the 30-day rescission period, the resident may
terminate an Early Acceptance Agreement at any time by giving Carol Woods 60
days advanced, written notice of such termination. If termination occurs within the
first 25 months of the Agreement, the resident is entitled to a pro-rated refund of the
Entry Fee, payable within 60 days of contract termination. The portion of the Entry
Fee that is refundable shall decline at a rate of 4% per month following the Early
Acceptance Agreement Date. After 25 months, there is no refund of the Early
Acceptance Entry Fee. The resident shall be responsible for payment of the monthly
service fees and other periodic fees accrued through the date that the Early
Acceptance Agreement is terminated.

Residence & Services Agreement. After the 30-day rescission / 90-day trial
periods, the resident may terminate the Residence and Services Agreement at any
time by giving Carol Woods 60 days advanced, written notice of such termination.
If termination occurs within the first 50 months of the Agreement, the resident is
entitled to a pro-rated refund of the Entry Fee. The portion of the Entry Fee that is
refundable shall decline at a rate of 2% per month following the Date of Financial
Responsibility. After 50 months, there is no refund. The resident shall be
responsible for payment of the monthly service fees and other periodic fees accrued
through the date that the Residence & Services Agreement is terminated, or the date
the residence is cleared of all personal belongings and trash by the resident,
whichever is later.

Payment of any Entry Fee refund related to vacating a Carol Woods residence may
be made only when the vacated residence has been covered by receipt of an Entry
Fee by a subsequent resident.

Residence & Services Agreement Following Early Acceptance. After the 30-day
rescission / 90-day trial periods, the resident may terminate the Residence and
Services Agreement Following Early Acceptance at any time by giving Carol Woods
60 days advanced, written notice of such termination. For a Residence and Services
Agreement that follows a period in which the person has been a resident of Carol
Woods under the Early Acceptance program, the refund period of the additional
Entry Fee paid for residence on campus will be set to ensure that the resident
receives a full 50-month period of overall refund ability. Up to 25 months of refund
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ability may have already been used by the resident under the Early Acceptance
Agreement. However, if it has been less than 25 months since the resident signed the
Early Acceptance Agreement, the remaining months of refund ability under the Early
Acceptance Agreement will be added to the additional 25 months provided upon
moving to a Carol Woods residence to establish the period during which portions of
the resident’s Entry Fee may be refundable. The remaining period of refund ability
and rate of refund amortization will be specified for each resident in an Exhibit to the
Residence and Services Agreement Following Early Acceptance.

The resident shall be responsible for payment of the monthly service fees and other
periodic fees accrued through the date that the Residence & Services Agreement
Following Early Acceptance is terminated, or the date the residence is cleared by the
resident, whichever is later.

Payment of any Entry Fee refund related to vacating a Carol Woods residence may
be made only when the vacated residence has been covered by receipt of an Entry
Fee by a subsequent resident.

Termination Upon Death of a Single Resident

In the event that a single resident dies at any time after the Date of Financial
Responsibility, who was covered under the terms of an individual Early Acceptance
Agreement, Residence and Services Agreement, or Residence and Services
Agreement Following Early Acceptance, the applicable Agreement will terminate
upon the date of death or the date the residence is vacated if applicable, whichever is
later. The resident’s estate will be entitled to a pro-rated refund of the Entry Fee in
the same manner as stated in the Voluntary Termination in the preceding paragraphs.

The resident shall be responsible for payment of the monthly service fees and other
periodic fees accrued through the date that the applicable Agreement is terminated,
or the date the residence is cleared by the resident’s family, whichever is later.

Termination By One Of Two Residents Co-Signing an Agreement

In the event that two residents are each party to the terms of a joint Early Acceptance
Agreement, Residence and Services Agreement, or Residence and Services
Agreement Following Early Acceptance, upon the permanent transfer to the health
center, or the death of one such resident, or in the event of the termination of the
applicable Agreement with respect to one such resident, the Agreement will continue
in effect as to the remaining or surviving resident, and there will be no refund of any
portion of the Entry Fee.

Termination by Carol Woods

Carol Woods may terminate the Early Acceptance Agreement, Residence and
Services Agreement, or Residence and Services Agreement Following Early
Acceptance at any time if there has been any material misrepresentation or omission
made on the part of the resident in the application forms; if a material change in the
resident’s health takes place before the Date of Financial Responsibility; or if the
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resident fails to make payment to Carol Woods within 30 days after receiving the
monthly statement. In the latter situation, Carol Woods shall give written notice to
the resident, who must make payment within 15 days after receiving such written
notice. In such events, the resident is entitled to a pro-rated refund of the Entry Fee
as described in Voluntary Termination, if applicable.

Carol Woods also reserves the right to terminate the applicable Agreement if the
resident fails to abide by Carol Woods’ policies and procedures; if there is a breach
in the terms of the applicable Agreement; or if the resident’s continued presence is
considered by Carol Woods to be a serious disruption or threat to the life, health, or
safety of others. Carol Woods also may terminate the applicable Agreement if the
resident refuses to move to assisted living or the health center, or to obtain sufficient
health care services at home, if such services are determined by Carol Woods’ health
care team to be in the resident’s best interests. Carol Woods will provide timely
advance written notice of termination in compliance with prevailing laws,
regulations and Carol Woods’ policies, and will pay any refund due within 60 days
of contract termination.

The resident shall be responsible for payment of the monthly service fees and other
periodic fees accrued through the date that the applicable Agreement is terminated,
or the date the residence is cleared of all personal belongings and trash by the
resident, whichever is later.
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Moves

All moves between Carol Woods’ residences are at Carol Woods’ discretion. Moves are
subject to availability, date at which one joined Carol Woods’ Priority List, and legal
requirements. All decisions regarding the resident’s permanent transfer to the assisted
living facilities, health center, a special care facility, or to a hospital will be made in
consultation with the resident and, when appropriate, the resident’s family or designee.
Ultimately, Carol Woods’ decision is binding.

To Campus Following Early Acceptance

On-Campus Living

1)

Resident
“Preference”
Moves to Campus,
or to Another
Apartment, Cottage
or Townhome on
Campus

Early Acceptance (EA) residents
remain on the Priority List for types of
residence that they have expressed
interest in moving to in the future.

For a preference move, an EA resident
may be offered an available residence
based upon Priority List date. A
Reservation Agreement Following EA
is signed, and health and financial
updates are reviewed for
appropriateness and affordability.

Upon acceptance to the reserved
residence, the resident follows the
admission process related to a move to
campus, as outlined in Section IV.E.,
signing a Residence and Services
Agreement Following Early
Acceptance.

Resident pays an entry fee equal to the
prevailing entry fee for the reserved
residence, less the entry fee that the
resident paid previously upon
acceptance to the Early Acceptance
program.

The amount that is refundable and the
refundable period are specified in an
Exhibit to the Residence and Services
Agreement Following Early
Acceptance. Overall, the resident
receives a total of 50 months for the
overall period in which their entry fees
are refundable, on a declining basis.

The monthly fee for the new residence
takes effect on the date that the
resident signs the Residence and
Services Agreement Following Early
Acceptance.

Even after moving to campus,
residents may request to remain on
the Priority List for a potential
preference move to other desired
types of residence.

For a preference move, a resident
living on campus may be offered an
available residence based upon the
date when they originally joined the
Priority List.

Health and financial updates are
reviewed to make sure that the move
will not cause undue health issues,
and that the new residence is
affordable to the resident.

If the preference move is to a
residence that is larger than the
Resident’s current residence, they
will be charged an additional Entry
Fee for the difference between the
current entry fees for the larger
residence and their current residence.
The additional entry fee must be paid
upon approval of the internal move.
The additional entry fee paid will
have the same refundable period as
what remains on the resident’s
original entry fee.

The monthly service fee for the new
residence takes effect on the date
that the resident moves to the new
residence. For a preference move,
the resident is also charged 3
additional months’ monthly service
fees for the residence that is being
vacated for the community’s costs
for the preference move.
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To Campus Following Early Acceptance

On-Campus Living

2)

Resident “Need-
Based” Moves to
Another
Apartment, Cottage
or Townhome on
Campus

If a resident’s circumstances change
due to health changes, loss or
permanent move of a spouse, or
financial reasons, a need-based move
to an available campus residence may
be requested.

Need-based moves may be approved
by Carol Woods, if an appropriate
residence is available. The resident
must accept the next available
residence that is offered, since the
move is need-based.

If the resident requesting a need-based
move is positioned relatively low on
Carol Woods’ Priority List, such that
the move enables them to move
prematurely ahead of others, they will
be limited to moves to smaller
residences. Single residents will be
allowed to move to units that are 860
sq ft or smaller. Couples will be
allowed to move to residences that are
1,010 sq ft or smaller.

Health and financial updates are
reviewed to make sure that the move
will not cause undue health issues, and
that the new residence is affordable to
the resident.

Upon acceptance to the reserved
residence, the resident follows the
admission process related to a move to
campus, as outlined in Section IV.E.,
and signs a Residence and Services
Agreement Following Early
Acceptance.

Resident pays an entry fee equal to the
prevailing entry fee for the reserved
residence, less the entry fee that the
resident paid previously.

The amount that is refundable and the
refundable period are specified in an
Exhibit to the new Residence and
Services Agreement. Ultimately, the
resident receives a total of 50 months
for the overall period in which entry
fees are refundable.

If a resident’s circumstances change
due to health changes, loss or
permanent move of a spouse, or
financial reasons, a need-based move
to another campus residence may be
requested.

Need-based moves may be approved
by Carol Woods, if an appropriate
residence is available. The resident
must accept the next available
residence that is offered, since the
move is need-based.

If the resident requesting a need-
based move is positioned relatively
low on Carol Woods’ Priority List,
such that the move enables them to
move prematurely ahead of others,
they will be limited to moves to
smaller residences. Single residents
will be allowed to move to units that
are 860 sq ft or smaller. Couples will
be allowed to move to residences that
are 1,010 sq ft or smaller.

Health and financial updates are
reviewed to make sure that the move
will not cause undue health issues,
and that the new residence is
affordable to the resident.

If the move is to a larger residence,
the resident will be charged an
additional Entry Fee based upon the
difference between the current entry
fee for the larger residence and their
current residence. The additional
entry fee must be paid upon approval
of the internal move. The additional
entry fee paid will have the same
refundable period as that which
remains with the original entry fee.
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To Campus Following Early Acceptance

On-Campus Living

The Early Acceptance Agreement

The Residence and Services

3) rS;:EilsgP:rson remains in effect. Agreement remains in effect.
permanent move e No additional entry fee is due. No additional entry fee is due.
directly to Long- e Resident’s monthly service fee On the date that the resident clears
Term Care (LTC) increases to the prevailing monthly fee their previous residence, their
in Assisted Living for single persons living permanently monthly service fee decreases to the
or the Health in LTC facilities on campus. prevailing monthly fee for single
Center, vacating e Resident pays the prevailing persons living permanently in LTC.
their current discounted per diem charges of a Carol Resident pays the prevailing
residence. Woods resident. discounted per diem charges of a

Carol Woods resident.

4) Couple, with one e The Early Acceptance Agreement The Residence and Services
person making a remains in effect. Agreement remains in effect.
gierr;rclzr;]e;t IIJI;(;V;_ e No additional entry fee is due. No additional entry fee is due.

Term Care (LTC) | ¢  Monthly Service Fee of resident who Monthly Service Fee of resident who
in Assisted Living remains at home remains unchanged. remains at home remains unchanged.
or the Health ) ) . ) )
Center, and the e Monthly Service Fee of resident who is Monthly Service Fee for the resident
other person moving to Assisted Living or the who has moved to Assisted Living or
remaining in their Health Center increases to the the Health Center remains unchanged
current residence. prevailing monthly fee for 1% persons since the 2™ Person monthly fee is
living permanently in LTC facilities on the same regardless of where the 2™
campus. person resides on campus.
e Resident in LTC pays the prevailing Resident in LTC pays the prevailing
discounted per diem charges of a Carol discounted per diem charges of a
Woods resident. Carol Woods resident.
5) Couple, withboth | e  The Early Acceptance Agreement The Residence and Services

persons making a
permanent move to
Long-Term Care
(LTC) in Assisted
Living or the
Health Center,
vacating their
current residence.

remains in effect.
No additional entry fee is due.

Residents’ monthly service fee
increases to the prevailing monthly fee
for two persons living permanently in
LTC facilities.

Both residents pay the prevailing
discounted per diem charges as Carol
Woods’ residents.

Agreement remains in effect.
No additional entry fee is due.

On the date that the Residents clear
their previous residence their monthly
service fee decreases to the prevailing
monthly fee for two persons living
permanently in LTC facilities.

Both residents pay the prevailing
discounted per diem charges as Carol
Woods’ residents.
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If a resident requests an internal move on campus, either from EA or from one
independent living residence to another, Carol Woods differentiates between need-based
and preference moves.

If the requested internal move is due to a significant change in the resident’s
circumstances (such as loss of a spouse, change in health or change in financial situation),
the move is considered to be need-based -- and Carol Woods will absorb many of the
costs of the internal move.

For any move that is considered need-based, it is presumed that time is of the essence for
the resident to make the move. This presumption guides the following policies:

1. If the resident requesting a need-based move is positioned relatively low on Carol
Woods’ Priority List, such that the move enables them to move prematurely ahead
of others, they will be limited to moves to smaller residences:

a. Single residents will be allowed to move only to units that are 860 sq ft or
smaller.

b. Couples will be allowed to move only to residences that are 1,010 sq ft or
smaller.

2. Ifthe resident has been on Carol Woods’ Priority List for long enough that they
would not move prematurely ahead of others, they still will be expected to accept
the next available residence for the need-based move. Waiting for particular
locations, floors, or views would not be consistent with the notion of a need-based
move.

If the move is a preference move, the resident will not only be charged the monthly
service fee for the new residence from the date that they make the move, but also will be
charged three (3) additional months’ monthly service fee for the previous residence to
cover the minimum additional months that the residence will be vacant; preparing for the
next admission. For preference moves made within the first 5 years that a resident is
living at Carol Woods, the resident also will be expected to cover the refurbishing costs
of preparing their previous residence for remarketing.

Preference moves are only offered based upon a resident’s position on the Carol Woods
Priority List. If one’s position on the Priority List would allow Carol Woods to offer the
residence while adhering to its Priority List sequencing procedures, the resident can
accept the offer as a preference move. Conversely, if a resident requests a need-based
move independent of Priority List position, the resident must accept the first available
residence that is offered by Carol Woods. Need-based moves imply a sense of urgency.
Declining the offered residence indicates that the desired move is de facto not need-
based.

Except in special circumstances, residents transferring between independent living
residences will vacate their previous residence within ten (10) days, and when moving
permanently to assisted living or the health center will vacate their previous residence
within thirty (30) days of the move. For transfers between assisted living and health
center rooms, the resident is expected to vacate the previous room within two (2) days.
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The guiding principle for any internal move is to make the prior residence available as
soon as possible for another resident.

Moving to Assisted Living or the Health Center from an On-Campus Residence. In
the event that one member of a couple transfers to the assisted living center or the health
center, the Monthly Service Fee continues to reflect the two-person rate of the
independent living residence in which the other member of the couple remains. For
single residents or both members of a couple who transfer to a higher level of care, and
who have released their independent living residence for re-marketing, the Monthly
Service Fee will be reduced to a level rate as presented in Carol Woods’ prevailing
monthly fee schedule.

If Carol Woods subsequently determines that a resident can resume occupancy in a
comparable residence as had been occupied prior to such transfer, the resident will have
priority to such residence as soon as one becomes available.

Moving to Assisted Living or the Health Center from Off Campus Under Early
Acceptance. In the event that a single person or one member of a couple who is living
off campus under Carol Woods’ Early Acceptance program moves permanently to the
assisted living center or the health center, the Monthly Service Fee of the individual who
is making the move to the higher level of care will increase to the prevailing 1% Person
Monthly Service Fee of an on-campus resident. For both members of a couple who had
been living off campus under Early Acceptance, and who both transfer to higher levels of
care, the Monthly Service Fee will be increased to a rate comparable to on-campus
couples as presented in Carol Woods’ prevailing monthly fee schedule.

Upon the death of one resident, the surviving resident will pay the applicable single-
person rate (Refer to the Monthly Service Fee schedule presented in Section VI.C.).
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Marriages / New Second Occupant

Pursuant to NCGS §58-64-20(a)(7)(a), if a non-resident is planning to join a resident in a
residence at Carol Woods or under the Early Acceptance program, he/she must apply and
be approved for acceptance as a resident. An additional Entry Fee is charged, calculated
as the difference in the amount actually paid by the resident for the current Agreement
and the total Entry Fee due for the amended Agreement at the double occupancy rate
effective at the time the joint coverage commences.

If the non-resident does not meet all admission criteria, Carol Woods may grant
admission subject to limited financial and service responsibilities on the part of Carol
Woods.

If one resident of Carol Woods marries another resident of Carol Woods it is presumed
that one may wish to move into the current living residence of the other. On the date that
the other living residence is cleared and the key returned to Carol Woods, the monthly
service fee shall change to the two-person monthly fee related to the residence in which
the couple now resides. If the couple elects to remain in their two separate residences,
each will continue to be charged the single person monthly service fee for the residence
in which one continues to reside.

Since both residents had been admitted to Carol Woods previously under separate
contracts, each contract will remain in effect separately. There shall be no refund of any
balance remaining on either entry fee paid previously, as long as the particular contract
related to that entry fee remains in effect. Should the contract of one or another of the
persons subsequently be terminated, any potential refund of the entry fee shall be
provided as outlined in Section IV.F.

Inability to Pay

Pursuant to NCGS §58-64-20(a)(7)(b), if the sole reason for non-payment of financial
obligations to Carol Woods is insufficient funds or other circumstances beyond the
resident’s control, Carol Woods will review the matter with the resident. If special
financial consideration is determined to be necessary, Carol Woods may partly or wholly
subsidize the fees, provided that such subsidy will not impair Carol Woods’ sound
financial position and maintenance of the quality service provided. Carol Woods may
request that the resident make every effort to obtain assistance from all available
resources both private and public.

When a resident dies, the estate, if any, will be liable to Carol Woods for the full amount
of the subsidy provided by Carol Woods.

This policy applies equally to all Carol Woods residents, whether residing on campus or
living off campus under the Early Acceptance program.

Page 38



V. SERVICES

Pursuant to NCGS §58-64-20(a)(6), Carol Woods is a full-service continuing care retirement
community, with many of the available services supported through the Entry Fee and Monthly
Service Fee pricing structure. There are also other services available to residents on campus for
an additional charge. The contracts provided in Appendix C outline the general, residential and
health care services provided by Carol Woods, and whether they are covered by entry fees and
monthly fees, or available for an additional charge. In the full spirit of disclosure, the following
sections provide more specificity to the terms of those contracts.

A. Standard Carol Woods Services Available

General Services

The following services are available to all residents of Carol Woods (those living on
campus as well as those in the Early Acceptance program), and are supported by
Monthly Service Fees and amortization of initial Entry Fees.

Early On-Campus
General Services Supported with Entry Fees and Monthly Fees Acceptance Living

1)  Membership in Carol Woods’ Residents Association v v

2) Equal participation in all social, educational, recreational and cultural
activities offered at Carol Woods and/or to other off-campus activities v v
or events sponsored by Carol Woods or the Residents Association

3) Free, unassigned parking and use of all Carol Woods' common areas, v v
meeting rooms, classrooms, and private dining rooms

4)  Free use of Carol Woods’ Campus Amenities, including:

a) Fitness Center and Indoor Pool v v
b) Library v v
¢) Craft / Woodworking Shop and Art Studio v 4
d) Business Center & Access to CW Online Resident Web Portal v 4
e) Dog Park & Labyrinth v 4
f) Croquet Court, Bocce Court and Natural Walking Trails v v
5)  Assistance with filing medical insurance claims, via the Carol Woods v v

Finance and Accounting Department
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Residential Living Services

The following residential living services are available to all residents of Carol Woods

who reside on Carol Woods’ campus (not available to those residents in the Early
Acceptance program, or available at an extra charge), and are supported by Monthly

Service Fees and amortization of initial Entry Fees.

On-
Early Campus
Residential Services Supported with Entry and Monthly Fees Acceptance Living
1)  Monthly Meal Credits per resident equal in number to the number of Available for Included
days in the month Extra Charge
2)  One (1) housekeeping visit per week Not Included Included
3) Utilities, including electricity, natural gas, water/sewer, standard Cable | Not Included Included
TV, and high speed broad band wireless
4)  One (1) local telephone line if resident chooses to use Carol Woods’ Not Included Included
telephone system
5) Flat linens / towels (Those provided by Carol Woods are laundered Not Included Included
weekly)
6) Twenty-four hour security coverage, with central monitoring of Not Included Included
emergency call bells installed in every cottage and apartment, and
emergency response from Carol Woods’ security and nursing staff
7)  Routine landscaping around campus Not Included Included
8) Trash Removal Not Included Included
9) Maintenance of Carol Woods’ property Not Included Included
10) General liability and property insurance coverage of Carol Woods’ Not Included Included
property (On campus residents are encouraged to consider personal
property and liability insurance coverage. Early Acceptance Residents
are encouraged to carry homeowners insurance)
11) Operation of a local bus service (in operation 20 to 25 hours per week) | Available from | Included
Campus
12) Free Temporary Sick Meal Delivery to one’s residence, when approved | Not Included Included
by Clinic staff
13) County property taxes & fees Residents pay Included

their own taxes
& fees
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Health Care / Health Promotion Services

The following services are also supported through Monthly Service Fees and

amortization of the initial Entry Fee, and constitute the insurance-like component of
Carol Woods’ pricing structure. These services are available to all residents of Carol
Woods, including those in the Early Acceptance program.

Health Care & Health Promotion Benefits Supported
with Entry Fees and Monthly Fees

Early
Acceptance

On-Campus
Living

1) Health Care “Free Days” which, when used, make the Accrue 15 days per | Accrue 15 days per
applicable health care per diem charge $0 person per year. person per year.
Accumulate unused | Accumulate unused
days over time days over time
2) Deep daily discounts on prevailing per diem charges in Same discounts as | Same discounts as
Assisted Living, Assisted Nursing and Skilled Nursing residents living on | Early Acceptance
levels of care campus residents
3) Per diem charges in Assisted Nursing and Skilled Nursing | Same benefits as Same benefits as
levels of care that include most “routine” ancillary charges, | residents living on | Early Acceptance
such as medical supplies, incontinence supplies, personal campus residents
need supplies, and non-prescription medications
4)  On-campus clinic visits for preventative / health promotion | Same benefits as Same benefits as
purposes otherwise not covered by Resident’s Medicare residents living on | Early Acceptance
Part B, Medicare Advantage, and supplemental insurance campus residents
policies.
5)  Free use of the campus fitness center, indoor pool, walking | Same benefits as Same benefits as
paths, and other health promotion areas residents living on | Early Acceptance
campus residents
6) Heart-healthy menu options available at every meal served | Same benefits as Same benefits as
on campus residents living on | Early Acceptance
campus residents
7)  Social Work services provided on campus by Carol Same benefits as Same benefits as
Woods’ Well-Being staff residents living on | Early Acceptance
campus residents
8)  Activities and programs provided on campus through Carol | Same benefits as Same benefits as
Woods’ Well-Being program residents living on | Early Acceptance
campus residents
9)  Annual Check-in by Carol Woods’ Staff Available upon Available upon

request

request
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Carol Woods Services Available at Extra Charge

The following services are provided, arranged or referred by Carol Woods’ staff, and are

available to residents at an additional charge.

Residential Living Services

Residential Services Available at an Extra Charge

Early
Acceptance

On-Campus
Living

1) Extra meals taken at Carol Woods

Residents are
charged same
discounted fees as
on-campus
residents for each
meal taken at Carol
Woods.

Residents are
charged a
discounted fee for
each meal beyond
the meal credits
included in their
monthly service fee.

2) A monthly meal program option available at a significantly
reduced monthly charge for residents wishing to have a
defined number of meal credits on a monthly basis

Same discounted
monthly fee as
residents living on
campus

Same discounted
monthly fee as Early
Acceptance
residents

3) Guest Meals

Guests are charged
a reasonable Guest
Meal charge

Guests are charged a
reasonable Guest
Meal charge

4)  On Campus Guest House Residences

Guests encouraged
to use hotels closer
to resident’s home

4 rooms available
for guest’s on-
campus convenience

5)  Special requests for maintenance of resident’s personal
property

Not available from
Carol Woods

Available from
Carol Woods staff at
Extra Charge

6) Special requests for landscaping services around resident’s
residence.

Not available from
Carol Woods

Available from
Carol Woods staff at
Extra Charge

7)  Special modifications made to resident’s residence.

Not available from
Carol Woods

Available from
Carol Woods staff at
Extra Charge

8) Concierge and other Home Services, such as Pet Sitting,
Closet Reorganizing, Deep Cleaning, etc.

Not available from
Carol Woods

Available from
Carol Woods staff at
Extra Charge

Page 42




Health Care Services

For both Early Acceptance and On-Campus, residents are charged discounted per diem
charges each day that they receive assisted living, assisted nursing or skilled nursing
services. A resident may use accumulated Free Days at any time. The value of the Free
Day is derived by the prevailing discounted per diem on the day in which it is applied,
since the Free Day makes the net per diem charge for that day $0. Section VI.D. presents
the discounted per diem charges, which are the same for both Early Acceptance and On-

Campus residents.

Health Care Services Available at an Extra Charge

Early
Acceptance

On-Campus
Living

1) Deep daily discount on prevailing per diem charges in
Central Assisted Living, Garden Assisted Living, Assisted
Nursing and Skilled Nursing levels of care

Same discounted
per diem charges as
residents living on
campus

Same discounted per
diem charges as
Early Acceptance
residents

2)  Medical supplies, personal need supplies, and other
“ancillary” items supplied to residents while in the Assisted
Living level of care

Same charges as
On-Campus
residents

Same charges as
Early Acceptance
residents

3) Per diem charges in Assisted Nursing and Skilled Nursing
levels of care that include most “routine” ancillary charges,
such as medical supplies, incontinence supplies, personal
need supplies, and non-prescription medications

Same discounted
per diem charges as
residents living on
campus

Same discounted per
diem charges as
Early Acceptance
residents

4)  Medical Transportation charges for residents living
independently (Costs of driver and mileage for round-trip
to medical appointments).

NOTE: Medical Transportation is included in the per diem
charge for residents in higher levels of care; but
Medical Accompaniment is charged separately.

Not available from
Carol Woods

Available from
Carol Woods staff at
Extra Charge

5) Medical Accompaniment (Costs of additional staff person

Not available from

Available from

accompanying resident to the medical appointment). Carol Woods Carol Woods staff at
Extra Charge
6) Full access to Carol Woods on-campus medical clinic, Billed to insurance. | Billed to insurance.
including the services of Carol Woods’ medical director, Resident pays Resident pays
medical staff and nursing staff deductibles /copays | deductibles / copays
7) Home Care Services (Personal Care Services at Home), or | Carol Woods may | Carol Woods may
Companionship Services (1-on-1 Services in higher levels | provide, or refer to | provide, or refer to
of care) another provider another provider

when appropriate

when appropriate
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Personal Services

The following services are available on-campus to Carol Woods’ residents.

Early On-Campus
Acceptance Living
1) US Postal Service post office boxes US Mail Service Available On
will continue at Campus
resident’s own
home
2)  Gift Shop operated by residents Available On Available On
Campus Campus
3) A Barber / Beauty Salon managed contractually by a Available On Available On
licensed beautician Campus Campus
4) Integrative Health Therapies (massage, healing touch) Available On Available On
provided by licensed therapists Campus Campus
5) Medical specialty services (podiatry, audiology, Available On Available On
counseling) provided by independent licensed practitioners | Campus Campus
in the Carol Woods clinic as a convenience to Residents
6) Pick up and drop off services of a local dry cleaning service | Not Available Available only for
On Campus
residents
7)  Pick up and drop off point for UPS and other express mail | Not Available Available only for
services On Campus
residents
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VI. FEES

Priority List Deposit / Administration Fee

Carol Woods maintains an active Priority List for persons seeking the opportunity to
apply for admission at a future date.

Registering for the Priority List requires payment of $1,300. $300 of that sum is a non-
refundable Priority Agreement Administration Fee. The remaining $1,000 is applied to
one’s initial Entry Fee at the time one proceeds with the application and admission
process, or is refunded upon written request to withdraw from the Priority List.

Entry Fees

Early Acceptance Agreement. Upon approval of the Admissions Committee and within
ten days of notification of acceptance, a prospective Early Acceptance resident is
required to sign the Early Acceptance Agreement and make payment of the established
Entry Fee. The Entry Fee is that which was established at the start of the admissions
process, and stipulated in the Early Acceptance Reservation Agreement. 2% of this fee is
considered an Acceptance Fee, which has bearing if the resident should seek a refund of
the entry fee, as is outlined in the Policies section of this Disclosure Statement.

Residence and Services Agreement. Upon approval of the Admissions Committee and
within ten days of written notification of acceptance, a prospective resident is required to
make payment of 10% of the established Entry Fee; comprised of a 2% Acceptance Fee
and an 8% Acceptance Deposit. The Entry Fee amount is that which was established at
the start of the admissions process, and stipulated in the Reservation Agreement. The
balance of the Entry Fee (90%) is due upon signing a Residence and Services Agreement,
payment of which establishes the Date of Financial Responsibility, which should occur
within a 90-day period after approval. One thousand dollars of the Priority Deposit will
be applied toward this 90% amount. The refund ability of the entry fee is outlined in the
Policies section of this Disclosure Statement.

Residence and Services Agreement Following Early Acceptance. Upon approval of
the move to campus, and within ten days of notification of acceptance, a prospective
resident is required to make payment of 10% of the established Entry Fee; comprised of a
2% Acceptance Fee and an 8% Acceptance Deposit. The Entry Fee amount is that which
was established at the start of the admissions process, and stipulated in the Reservation
Agreement. It shall reflect the prevailing entry fee for the reserved residence, less the
amount that the resident paid previously as an Early Acceptance entry fee. The balance of
the Entry Fee (90%) is due upon signing a Residence and Services Agreement Following
Early Acceptance, payment of which establishes the new Date of Financial
Responsibility, which should occur within a 90-day period after approval. The refund
ability of the entry fee is outlined in the Disclosure Statement Policies section.

The following table shows Entry Fees related to Early Acceptance and to residency at
Carol Woods by residence type. The fees shown are effective as of April 1, 2020.
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4/1/2020 Entry Fees for Singles and Couples by Type of Unit

Number Square 1st Person 2nd Person
Type of Unit of Units Footage Entry Fees ) Entry Fees i
Early Acceptance
Each Person N/A $37,000 $37,000

Central Apartments

Studio, Expanded C-SE 15 507 $99,900 N/A

1-Bedroom, Small Expanded C-1SE 7 758 $155,800 $37,000
1-Bedroom Expanded C-1E 65 695 $164,500 $37,000
1-Bedroom Large C-1L 3 758 $182,200 $37,000
2-Bedroom, Expanded C-2E 35 1,160 $224,500 $37,000
2-Bedroom Large C-2L 3 910 $253,700 $37,000
2-Bedroom Extra Large C-2XL 6 1,042 $288,500 $37,000
2-Bedroom & Den C-2D 12 1,160 $316,500 $37,000
2-Bedroom & Den Large C-2DL 2 1,292 $330,100 $37,000
2-Bedroom & Den Extra Large C-2DXL 1 1,345 $348,100 $37,000
Apartment Totals / Weighted Averages 149 814 $194,500 $37,000

Garden Cottages @

1-Bedroom G-1 14 678 $158,500 $37,000
1-Bedroom & Den G-1D 23 801 $193,300 $37,000
2-Bedroom G-2 19 957 $231,200 $37,000
1-Bedroom, Den & Carolina Room G-1DC 4 1,006 $243,900 $37,000
2-Bedroom & Den G-2D 11 1,078 $265,000 $37,000
2-Bedroom & Carolina Room G-2C 6 1,149 $277,200 $37,000
2-Bedroom, Den & Carolina Room G-2DC 13 1,280 $306,600 $37,000
1-Bedroom Duplex G-1DXL 16 1,343 $318,300 $37,000
2-Bedroom Duplex G-2DXL 34 1,538 $382,900 $37,000
2-Bedroom Duplex & Sunroom G-2DXS 12 1,855 $468,100 $37,000
Cottage Totals / Weighted Averages 152 1,194 - $291,600 $37,000

@) Cottage Expansion (60 to 119 Sq Ft) $17,000

@) Cottage Expansion (120 to 179 Sq Ft) $28,200

@ Cottage Expansion (180 to 240 Sq Ft) $39,400
Townhomes (Average) ®) 14 1,638 $403,000 $37,000
ILU Totals / Weighted Averages 315 1,034 $248,100 $37,000
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The following notes relate to the entry fee table on the previous page:
1) The entry fee pricing took effect on April 1, 2020.

2) Cottages with an expansion to the base unit have an additional entrance fee
charged based upon the expansion square footage.

3) Each townhome has a unique floor plan and is priced individually.

For all contracts, the Entry Fee represents a prepayment of many of the services Carol
Woods provides in the basic service package, including a significant amount of future
healthcare services (i.e., health center free days, health promotion / prevention services,
and discounts on health center per diems). An explanation of how Carol Woods accounts
for Entry Fees and the future obligations that they represent is provided in the Reserves,
Escrows and Trusts section of this Disclosure Statement.

Monthly Service Fees

The following table presents the Monthly Service Fees for Early Acceptance and for on-
campus residency at Carol Woods by residence type. The current monthly fee structure
was effective as of January 1, 2020. Any future increases during the next year will be
disclosed as an amendment to the disclosure statement.
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1/1/2020 Monthly Service Fees for Singles and Couples by Type of Unit

Independent
Living Monthly | Long-Term Care
Fees Monthly Fees &
1st 2nd 1st 2nd
Person Person | Person Person
Number Square Monthly Monthly | Monthly Monthly
Type of Unit of Units Footage Fees Fees Fees® Fees?
Early Acceptance
Each Person N/A $956 $956 $2,413 $1,253
Central Apartments
Studio, Expanded C-SE 15 507 $2,466 $1,253 $2,413 $1,253
1-Bedroom, Small Expanded C-1SE 7 671 $3,098 $1,253 $2,413 $1,253
1-Bedroom Expanded C-1E 65 695 $3,243 $1,253 $2,413 $1,253
1-Bedroom Large C-1L 3 758 $3,358 $1,253 $2,413 $1,253
2-Bedroom, Expanded C-2E 35 910 $4,074 $1,253 $2,413 $1,253
2-Bedroom Large C-2L 3 1,042 $4,317 $1,253 $2,413 $1,253
2-Bedroom Extra Large C-2XL 6 1,160 $4,496 $1,253 $2,413 $1,253
2-Bedroom & Den C-2D 12 1,292 $4,758  $1,253 | $2,413  $1,253
2-Bedroom & Den Large C-2DL 2 1,345 $4,881 $1,253 $2,413 $1,253
2-Bedroom & Den Extra Large C-2DXL 1 1,390 $4,946 $1,253 $2,413 $1,253
Apartment Totals / Weighted Averages 149 814 $3,583 $1,253 $2,413 $1,253
Garden Cottages @
1-Bedroom G-1 14 678 $3,195 $1,253 $2,413 $1,253
1-Bedroom & Den G-1D 23 801 $3,484  $1,253 | $2,413  $1,253
2-Bedroom G-2 19 957 $4,013 $1,253 $2,413 $1,253
1-Bedroom, Den & Carolina Room G-1DC 4 1,006 $4,219 $1,253 $2,413 $1,253
2-Bedroom & Den G-2D 11 1,078 $4,378 $1,253 $2,413 $1,253
2-Bedroom & Carolina Room G-2C 6 1,149 $4,470 $1,253 $2,413 $1,253
2-Bedroom, Den & Carolina Room G-2DC 13 1,280 $4697  $1,253 | $2,413  $1,253
1-Bedroom Duplex G-1DXL 16 1,343 $4,811 $1,253 $2,413 $1,253
2-Bedroom Duplex G-2DXL 34 1,538 $5,039 $1,253 $2,413 $1,253
2-Bedroom Duplex & Sunroom G-2DXS 12 1,855 $5,449 $1,253 $2,413 $1,253
Cottage Totals / Weighted Averages 152 1,194 i’ $4,393 $1,253 $2,413 $1,253
M Cottage Expansion (60 to 119 Sq Ft) $163
M Cottage Expansion (120 to 179 Sq Ft) $272
M Cottage Expansion (180 to 240 Sq Ft) $381
Townhomes (Average) 14 1,638 $5,102 $1,253 $2,413 $1,253
ILU Totals / Weighted Averages 315 1,034 $4,024 $1,253 $2,413 $1,253
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The following notes relate to the monthly service fees table on the previous page:

1) Cottages with an expansion to the base unit, such as a sunroom, have the

additional monthly fee based upon expansion square footage.

2) When a single person or couple moves from independent living into long-term
care the single / 1°' person monthly fee is changed to the prevailing monthly fee
for a studio apartment. The monthly fees are in addition to the resident’s

discounted per diem fees outlined below.

Health Center Fees

The following table shows health center daily room charges effective January 1, 2020.

Health center fees are only charged for days that a person occupies a room in an

applicable level of care. Daily charges are in addition to Monthly Service Fees. Any
future increases during the next year will be disclosed as an amendment.

1/1/2020 Per Diem Fees by Type of Unit

Per DiemFees Type B
Per DiemFees for Outside Contract
Number for Carol Woods' Referral Percentage
Type of Unit of Beds Residents " Residents Discount ?
Assisted Living (AL)

Central Assisted Living Type 1 1 $77.00 $208.00

Central Assisted Living Type 2 5 $79.00 $208.00

Central Assisted Living Type 3 19 $83.00 $208.00

Central Assisted Living Type 4 $87.00 $208.00

Central Assisted Living Type 5 $89.00 $208.00

2nd Person in Type 4/5 $83.00 $208.00

Garden Assisted Living 12 $83.00 $208.00

AL Totals / Weighted Averages 47 $83.00 $208.00 60%

Assisted Nursing (ANF) & Skilled Nursing (SNF)

Central Assisted Nursing Semi-Private 8 $93.00 $320.00

Central Assisted Nursing Private 22 $103.00 $335.00

Garden Assisted Nursing Private 12 $103.00 $335.00

Skilled Nursing Semi-Private 8 $104.00 $358.00

Skilled Nursing Private 22 $114.00 $373.00

ANF & SNF Totals / Weighted Averages 72 $105.00 $348.00 70%
Totals / Weighted Averages 119 $97.00 $292.00 67%

NOTES:

(1) The Per Diem Fee pricing is effective as of January 1, 2020.

(2) This column shows the per diem percentage discount offered under Carol Woods' Type B contract

Page 49



Carol Woods’ residents receive a discount from per diem rates as a part of their Early
Acceptance Agreement or Residence and Services Agreement. Residents may elect to
apply “Free” Days from remaining balances in their individual accumulated reserve to
cover the additional per diem rate. A resident may elect to defer use of Free Days to a
later time, but there is no refund for unused Free Days.

Per Diem charges at the Skilled Nursing, Assisted Nursing, Garden Assisted Living and
Central Assisted Living levels of care include 3 meals per day and all the necessary
nursing/personal care on a 24-hour basis appropriate for each particular level of care.
The 24/7 nursing/personal care, however, is shared among all residents living in a
particular facility on a particular day. If a resident or family wishes to receive 1-on-1
services for an extended period, that Companionship service is arranged on an individual
basis, and the resident is charged on an hourly basis for the 1-on-1 services that are
provided. If Carol Woods provides the 1-on-1 Companionship services, those are
charged in 2 hour increments at rates presented in the fee schedule in the following
section. The Companionship hourly charges are in addition to the discounted per diem
charge.

The per diems for Assisted Nursing and Skilled Nursing also include many ancillary
items of daily care, including medical and personal need supplies, non-prescription
medications, nutritional supplements, and oxygen as needed.

Prescription medications, physician services, customized medical equipment, and
rehabilitation services are NOT included in the above per diem charges, and may be
billed separately.

Fee Change Policies

Pursuant to NCGS §58-64-20(a)(7)(e), Carol Woods’ fees are changed generally once
annually but may be changed at any time. At least thirty days’ written notice is provided
to residents before new entry fees, monthly service fees and per diem charges take effect.
The objective in setting fees is to keep them at the lowest feasible rates consistent with
sound fiscal practices and maintenance of high quality service. Changes in the Consumer
Price Index as determined by the US Department of Labor are considered in establishing
fees, but need not be the sole determining factor.

Entry Fees and Monthly Service Fees are also determined using actuarial modeling. The
goal is to set fees that are sufficient to cover residents’ current needs as well as projected
future needs.
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Historic Changes in Major Fees

Pursuant to NCGS §58-64-20(a)(7)(e), the following table shows average changes in the
monthly service fees and health center daily charges over time. Note that it is the average
dollar amount of the CHANGE in fees from year to year that is shown - NOT the fees

themselves. All changes during this period occurred once per year on January 1.

2015- 2016-  2017-  2018- 2019-
Monthly Service Fees 2016 2017 2018 2019 2020
One Occupant (per month) $88 $108 $76 $58 $77
Two Occupants (per month) $114 $141 $99 $75 $101
Approx. Percentage Increase 2.4% 2.9% 1.9% 1.4% 2.0%
Health Center Room Charges
(Private Room At Residents’ Discounted Rate)
Skilled Nursing (per day) $3.00 $5.00 $3.00 $0.00 $0.00
Assisted Nursing (per day) $3.00 $5.00 $3.00 $0.00 $2.00
Approx. Percentage Increase 3.1% 5.0% 2.9% 0.0% 0.9%

These data demonstrate Carol Woods’ commitment to responsible changes in fees over
time. Carol Woods’ goal is to institute modest increases in strong economic periods
helping to cushion against the need for larger increases in periods of higher general

inflation.
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VII. FINANCIAL INFORMATION

Financial Overview

Pursuant to NCGS §58-64-20(a)(10) and §58-64-20(a)(12), the Appendices to this
Disclosure Statement present substantial financial detail on the historic, current and
projected financial status of Carol Woods, including:

e Fiscal Year 2019 Audited Financial Statements

e 5-Year Financial Projections including assumptions about Early Acceptance
(2020-2024)
e Most Recent Monthly Interim Financial Statements as of March 31, 2020

Due to the lifetime commitment that has been made to each resident, Carol Woods uses

actuarial planning and forecasting tools in addition to more traditional accounting
methods.

Amortization of Entry Fees

Entry Fees are prepaid fees used to help cover costs of providing services to a
resident over one’s lifetime. As such, rather than record the Entry Fee as revenue
only in the year it is paid, Carol Woods elects to "defer" most of the Entry Fee of a
new entrant and recognize a portion of the fee as income each year that one remains
a resident of Carol Woods. New Entry Fees are recorded as “Deferred Revenue” on
Carol Woods’ balance sheet. Each year, including the first year, the appropriate
amount is reclassified from deferred income to actual income, based on an
actuarially derived schedule.

The actuarial model that Carol Woods uses to derive amortized Entry Fees contains
life expectancy tables that are reviewed and updated by an independent Certified
Actuary. In addition, changes in individual residents’ health care situations are
updated annually, so that amounts amortized for each resident may be adjusted
annually.

By accounting for Entry Fee revenue in this way, Carol Woods spreads its income
from one’s Entry Fee over one’s lifetime, enabling some of the future costs of
service to be covered every year by income from the initial Entry Fee.
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B.

Reserves, Escrows and Trusts

Reserves

NCGS §58-64-33 requires that continuing care retirement communities (CCRCs)
provide for a minimum operating reserve. If a CCRC has occupancy that is less than
or equal to 90%, it must maintain a reserve at least equal to 50% of the projected
operating expenses in any given fiscal year, less amortization and depreciation; and
less debt service if covered by a Debt Service Reserve. If a CCRC has occupancy
that is greater than 90%, the reserve can be decreased to 25% of the upcoming fiscal
year’s budgeted operating expenses.

Campus occupancy at Carol Woods exceeds 90%, so that the 25% factor is applied
to calculate the statutorily-mandated reserve.

Carol Woods’ reserves far exceed the statutory requirement now, and that trend is
projected to continue in the future. According to the state requirements, as of
December 31, 2019 Carol Woods must have maintained a minimum operating
reserve of $6,947,000. Clearly, Carol Woods has cash and investments that far
exceed the North Carolina statutory requirements. According to the audited financial
statements as of December 31, 2019 the corporation has total cash and investments
(both current and long-term) of $66,793,111. Of those funds, $10,139,280 are
“Limited as to Use”, including required bond funds and state reserve requirements,
leaving a total of $57,007,443 in current and long-term investments that are
unrestricted (Appendix A, Note 3).

By the year 2024 (see Appendix B), the 5-Year Study projects a statutory reserve
requirement of $8,147,000 versus total cash and investments of $68,612,000. The
corporation is projected to exceed substantially the minimum standards for each
intervening year as well.

Included in Carol Woods’ overall reserves are the following funds presented on the
balance sheet of the audited financial statements (see Appendix A):

1. Carol Woods makes a monthly payment to its Bond Sinking Fund accounts
equal to 1/12% of the principal amount that it is scheduled to pay each year on
its Series 2018 bonds. This is shown as a current asset that is limited as to
use.

2. A second reserve consists of amounts associated with unspent gifts and funds
set aside by the Board for resident financial assistance. These are regularly
reviewed and updated (refer to Appendix A, Note 7).

3. Carol Woods reserves the use of Entry Fees paid by residents (see
Amortization of Entry Fees in the preceding Section). The income is
reserved on an actuarial basis to cover costs for services to residents over
their respective lifetimes, and is shown on the liability side of the balance
sheet.
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4. Finally, Carol Woods’ unrestricted net assets can be considered reserves that
can help the organization remain strong financially during periodic
unexpected losses.

Escrows And Trusts

In situations where a CCRC is in startup and premarketing its apartments, and if
those CCRCs ask for prepayment of 10% or more of one’s entry fee prior to opening,
the North Carolina Department of Insurance requires that the prepaid entry fees must
be placed in escrow. Since neither condition applies to Carol Woods, it does not
escrow entry fees. Management of entry fee funds is outlined in the following
section (Investment of Reserves, Escrows & Trusts).

Carol Woods uses trusts in two ways. First, bond funds are governed by trust
agreements with The Bank of New York Mellon as the named trustee. Second,
certain temporarily restricted gifts are accepted through a trust relationship where
Carol Woods agrees to use the gift only for specified purposes.

Investment of Reserves, Escrows, & Trusts

As part of the covenants related to the Carol Woods’ 2018 debt financing, Carol Woods
must escrow 1/12%" of its annual scheduled principal payment each month. The Bank of
New York Mellon holds these bond funds in trust. Investment of these funds is governed
by state law and bond document covenants. In general, the funds are in cash or money
market accounts to ensure preservation of principal.

The majority of Carol Woods’ remaining cash and investments are maintained in a series
of accounts, with various managers.

All investment funds managed by outside managers (with the exception of funds under
trustee control) are controlled from a custodial account with UBS Financial Services. All
fund managers manage Carol Woods’ funds in accordance with a formal investment
policy developed by the Board of Directors with the assistance of the UBS Prime Asset
Consulting Group. The Board policy establishes allowable investment instruments and
provides limits on the portions of the portfolio that may be invested in certain instruments
at any given time. UBS Financial Services also provides manager-search services
(through which current managers were selected) and provides on-going manager
performance assessment services.

Fund managers direct investment decisions and trades, provided they are in conformance
with the Board-adopted investment policy. The current investment policy for invested
funds calls for a target portfolio mix of 60% equities and 40% fixed income securities.
Managers are given some latitude to vary from those targets within thresholds defined by
Board policy. Carol Woods reconciles investment statements monthly, and does a
quarterly review of manager performance against benchmarks that are outlined in the
board-adopted investment policy.
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Financial Projections

Projections

Pursuant to NCGS §58-64-20(a)(12), Appendix B includes a 5-year forecast of
financial statements compiled by an independent accounting firm in accordance with
state law. The assumptions used are included in the notes to that forecast.

Projected Fees

The attached tables show projected Monthly Service Fees and health center daily
fees. Projections are based on actuarial assumptions of a 4.5% inflation rate. It is
also assumed that fees will be raised by a common percentage and that the program
and pricing structure remain the same. All these assumptions are subject to change.
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Projected Monthly Service Fees for Singles and Couples by Type of Unit, 2020 - 2024

2020 2021 2022 2023 2024

Monthly Monthly Monthly Monthly Monthly
Type of Unit Fees Fees Fees Fees Fees

4.5% 4.5% 4.5% 4.5%
Early Acceptance
Each Person $956 $999 $1,044 $1,091 $1,140

Central Apartments

Studio, Expanded C-SE $2,466 $2,577 $2,693 $2,814 $2,941
1-Bedroom, Small Expanded C-1SE $3,098 $3,237 $3,383 $3,535 $3,694
1-Bedroom Expanded C-1E $3,243  $3,389  $3,542  $3,701 $3,868
1-Bedroom Large C-1L $3,358 $3,509 $3,667 $3,832 $4,004
2-Bedroom, Expanded C-2E $4,074 $4,257 $4,449 $4,649 $4,858
2-Bedroom Large C-2L $4,317  $4,511 $4,714  $4,926 $5,148
2-Bedroom Extra Large C-2XL $4,496  $4,698  $4,909  $5130  $5,361
2-Bedroom & Den C-2D $4,758 $4,972 $5,196 $5,430 $5,674
2-Bedroom & Den Large C-2DL $4,881 $5,101 $5,331 $5,571 $5,822
2-Bedroom & Den Extra Large C-2DXL $4,946 $5,169 $5,402 $5,645 $5,899
Apartment Totals / Weighted Averages $3,583 $3,744 $3,913 $4,089 $4,273
Garden Cottages
1-Bedroom G-1 $3,195 $3,339 $3,489 $3,646 $3,810
1-Bedroom & Den G-1D $3,484 $3,641 $3,805 $3,976 $4,155
2-Bedroom G-2 $4,013 $4,194 $4,383 $4,580 $4,786
1-Bedroom, Den & Carolina Room G-1DC $4,219 $4,409 $4,607 $4,814 $5,031
2-Bedroom & Den G-2D $4,378 $4,575 $4,781 $4,996 $5,221
2-Bedroom & Carolina Room G-2C $4,470 $4,671 $4,881 $5,101 $5,331
2-Bedroom, Den & Carolina Room G-2DC $4,697 $4,908 $5,129 $5,360 $5,601
1-Bedroom Deluxe G-1DXL $4,811 $5,027 $5,253 $5,489 $5,736
2-Bedroom Deluxe G-2DXL $5,039 $5,266 $5,503 $5,751 $6,010
2-Bedroom Deluxe & Sunroom G-2DXS $5,449 $5,694 $5,950 $6,218 $6,498
Cottage Totals / Weighted Averages $4,391 $4,588 $4,795 $5,011 $5,236
Townhomes (Average) $5,102 $5,332 $5,572 $5,823 $6,085
ILU Totals / Weighted Averages $4,023 $4,204 $4,393 $4,591 $4,798
2nd Person Monthly Fees, All Units ") $1253  $1,309  $1,368  $1,430  $1,494

Monthly Fees for Singles / 1st Persons in LTC®  $2,413  $2,522  $2,635  $2,754  $2,878
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The following notes apply to the table on the preceding page:

1) 2" persons are charged the same monthly service fee regardless of the unit type in which

they reside.

2) For single residents, or 1% persons of couples, who move permanently into assisted living
or the health center, their monthly service fee changes to the prevailing fee for a studio

apartment.

Projected Discounted Per Diem Fees by Type of Unit, 2020 - 2024

2020

2021

2022

2023

2024

Discounted Discounted Discounted Discounted Discounted

Per Diem PerDiem PerDiem PerDiem PerDiem

Type of Unit Fees " Fees Fees Fees " Fees"
4.5% 4.5% 4.5% 4.5%
Assisted Living (AL)
Central Assisted Living Type 1 $77.00 $80.00 $84.00 $88.00 $92.00
Central Assisted Living Type 2 $79.00 $83.00 $87.00 $91.00 $95.00
Central Assisted Living Type 3 $83.00 $87.00 $91.00 $95.00 $99.00
Central Assisted Living Type 4 $87.00 $91.00 $95.00 $99.00 $103.00
Central Assisted Living Type 5 $89.00 $93.00 $97.00 $101.00  $106.00
2nd Personin Type 4/5 $83.00 $87.00 $91.00 $95.00 $99.00
Garden Assisted Living $83.00 $87.00 $91.00 $95.00 $99.00
AL Totals / Weighted Averages $83.00 $87.00 $91.00 $95.00 $99.00
Assisted Nursing (ANF) & Skilled Nursing (SNF)

Central Assisted Nursing Semi-Private  $93.00 $97.00 $101.00 $106.00 $111.00
Central Assisted Nursing Private $103.00 $108.00 $113.00 $118.00  $123.00
Garden Assisted Nursing Private $103.00  $108.00 $113.00 $118.00  $123.00
Skilled Nursing Semi-Private  $104.00 $109.00 $114.00 $119.00 $124.00
Skilled Nursing Private $114.00 $119.00 $124.00 $130.00 $136.00
ANF & SNF Totals / Weighted Averages $105.00 $110.00 $115.00 $120.00 $126.00
Totals / Weighted Averages $97.00 $101.00 $106.00 $111.00 $115.00

NOTES:

(1) This table presents the projected per diem fees that are charged to Carol Woods' residents under an

Early Acceptance Agreement or Residence and Services Agreement.

Per Diem charges to outside referrals for short term respite or rehabilitative stays are projected to
increase by the same annual percentage of 4.5%.
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Actual Performance Compared to Historic Projections

Pursuant to NCGS §58-64-30, the following tables present fiscal year (FY) 2019 actual
performance, as reported in the audited financial statements (Appendix A), compared to
what had been projected for FY 2019 in the prior year’s Disclosure Statement in terms of
revenue, expenses, cash flows, and balance sheet assets, liabilities and net assets.

Carol Woods considers any variance of at least $500,000 as material if it is also at least
5%, and therefore deserving of explanation. Other explanations are also provided if they
are deemed to be noteworthy to prospective residents.

Although the following tables focus on actual to projected financial performance for
2019, Appendix D provides more recent financial statements that show actual to
projected financial performance for the first quarter of 2020 through March 31, 2020.
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Actual 2019 Revenue and Expenses Compared to Pro Forma Projections

2019
Projected Variance
(2019 2019 Over
Disclosure)  Audited (Under)  Notes
REVENUE:
Resident Monthly Fees - On Campus 18,258,000 18,289,100 31,100
Resident Monthly Fees - Early Acceptance 1,259,000 1,191,859 (67,141) (1)
Amortization of Advance Fees - On Campus 3,934,000 4,155,034 221,034 (2)
Amortization of Advance Fees - Early Acceptance 177,000 170,001 (6,999) (1)
Health Services, Net of Contractual Allowances 4,157,000 5,039,856 882,856  (3)
Guest Meals & Lodging 283,000 287,364 4,364
Investment Income 2,483,000 10,701,261 8,218,261 (4)
Miscellaneous Operating Revenue 279,000 435,873 156,873
Net Assets Released from Restrictions for Operations 202,000 220,226 18,226
Unrealized Gain (Loss) on Interest Rate Swaps 0 (1,656,959) (1,656,959)
Total Revenue 31,032,000 38,833,615 7,801,615
EXPENSES:
Health Services 8,488,000 9,406,093 (918,093) (5)
Dietary Services 4,392,000 4,557,562 (165,562)
Facility Services 6,377,000 6,551,105 (174,105)
Early Acceptance 93,000 87,423 5,577
Administration 5,583,000 6,016,149 (433,149) (6)
Depreciation & Amortization 3,832,000 3,875,547 (43,547)
Debt Expense 1,173,000 1,189,803 (16,803)
Loss / (Gain) on Retirement of Fixed Assets 426,000 371,404 54,596
Total Expenses 30,364,000 32,055,086 (1,691,086)

TOTAL NET REVENUE 668,000 6,778,529 6,110,529 (4)
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NOTES to Revenue and Expense Variances:

(1) Revenue related to Early Acceptance (EA) shows a negative variance simply because, over the

course of 2019, 19 residents moved from EA to campus -- 18 to independent living residences and
1 to a residence in higher levels of support.

(2) Revenue from Amortization of Advance Fees was $221,000 higher than projected due to a
slightly larger overall resident population on campus, with recent turnovers in larger residences
resulting in higher entry fees being amortized.

(3) Net Health Services Revenue was $883,000 higher than projected due to the average census in the
health center being higher than projected. An average daily census of 98 had been projected, but
CW averaged over 102 per day.

(4) Investment income, including interest and dividends from investments, is projected based upon an
assumption that investments will generate an annual return of 4.5%. This is a projection of
investment yield rather than an estimate of what a particular annual return might be. In 2019, interest
and dividend income was in line with budgeted yields, but overall the portfolio experienced
appreciation of 17.9% rather than the budgeted increase of 4.5%. This was a significant factor in
CW's $6,111,000 positive variance in Total Net Revenue as well.

(5) Health Services Expense shows a negative variance of -$918,000. This variance is related to the
positive variance in Health Services revenue. With the higher average daily census, associated
variable costs were higher.

(6) Administration Expense shows a negative variance of -$433,000, which is attributable to several
factors. Investment fees were higher due to a larger portfolio being managed. Group health
insurance costs were a bit higher than had been projected. Telecommunications and other I'T
expenses were also higher than projected.
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Actual 2019 Cash Flows Compared to Pro Forma Projections

2019
Projected
(2019 Variance
Disclosure) 2019 Audited Over (Under) Notes
CASH FLOWS:

Cash Flows from Operating Activities 5,928,000 5,501,547 (426,453)
Proceeds from Advance Fees 5,444,000 6,204,613 760,613 (1)
Amortization of Advance Fees (4,111,000) (4,325,035) (214,035)
Other Cash Flows from Operations 4,595,000 3,621,969 (973,031) (2)

Cash Flows from Investing Activities (1,904,000) (2,459,955) (555,955)

Net Sale (Purchase) of Investments 2,093,000 1,092,429  (1,000,571) (2)
Purchase of Property and Equipment (3,997,000)  (3,552,384) 444 616 (3)

Cash Flows from Financing Activities (4,024,000) (2,426,448) 1,597,552
Net Proceeds from Line of Credit (1,939,000) (448,958) 1,490,042  (4)
Principal Payments on Long-Term Debt (1,950,000)  (1,950,000) 0
Refund of Advance Fees (135,000) (27,490) 107,510

NET CASH FLOW 0 615,144 615,144

NOTES to Cash Flow Variances:

(1) Proceeds from and Amortization of Advance Fees. In 2019 CW generated $760,000 more in new
entry fee proceeds than had been projected due to the turnover of relatively larger residences, and
amortized $214,000 more, as was explained in the notes to the Income Statement variances.

(2) Other Cash Flow from Operating Activities. Much of the $973,000 negative variance in Other
Cash Flows from Operations relates to cash flows from investing activities and financing activities. In
2019 CW withdrew $2.5 MM from its investments to help cover operational cash flows, retire
$1,950,000 in LT debt, and reduce the outstanding balance on its line of credit by $449,000.

(3) Purchase of & Proceeds from Sale of Property & Equipment. CW invested in $445,000 less
capital improvements in 2019 than projected. A couple of the major capital projects encountered some
timing delays which have pushed some expenditures into 2020.

(4) Net Proceeds from Line of Credit. In its annual financial projections CW assumes that it pays off its
$3 MM line of credit to a balance of $0. In reality, the balance on the line is not taken to $0 at year-end,
but is a balance that is related to operational cash flow. Rather than pay down the balance by
$1,939,000 as projected, CW actually drew down only $449,0000; leaving a balance of $1,490,000 as
of 12/31/2019.
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Actual December 31,2019 Balance Sheet Compared to Pro Forma Projections

2019 Projected
(2019 Variance Over
Disclosure) 2019 Audited (Under) Notes
BALANCE SHEET:
Assets Limited as to Use 10,036,000 10,139,280 103,280
Current Assets Limited as to Use 1,538,000 1,567,360 29,360
Long Term Assets Limited as to Use 8,498,000 8,571,920 73,920
Cash and Investments Not Limited as to Use 48,623,000 59,006,386 10,383,386 (1)
Cash and Temporary Investments 2,706,000 2,990,551 284,551
Long Term Investments 45,917,000 56,015,835 10,098,835
Other Assets 56,127,000 55,757,257 (369,743)
Other Assets 2,344,000 2,525,510 181,510
Property and Equipment, net 53,783,000 53,231,747 (551,253) (2
TOTAL ASSETS 114,786,000 124,902,923 10,116,923 (1)
Total Liabilities 90,698,000 94,360,956 3,662,956
Line of Credit 0 1,490,231 1,490,231  (3)
Net Long Term Debt, including Current Maturiti 37,381,000 37,380,673 (327)
Deferred Advance Fee Revenue 47,444,000 48,097,684 653,684
Interest Rate Swap Agreement 1,151,000 2,807,631 1,656,631 (4)
Other Current & Long Term Liabilities 4,722,000 4,584,737 (137,263)
Total Net Assets 24,088,000 30,541,967 6,453,967
Unrestricted Net Assets 23,264,000 29,375,249 6,111,249 (5)
Temporarily Restricted Net Assets 824,000 1,166,718 342,718
TOTAL LIABILITIES & NET ASSE 114,786,000 124,902,923 10,116,923
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NOTES to Balance Sheet Variances:

(1) Cash & Investments and Total Assets. Total assets were $10,117,000 more than projected primarily
because cash and investments increased by $10,383,000. CW's investment portfolio, which was projected
to appreciate by 4.5% actually appreciated by almost 18%. Also, as noted in the Cash Flow notes, CW
generated $6,205,000 in new entry fees, which was $760,000 more than projected.

(2) Net Property & Equipment. As noted in the Cash Flow notes, CW invested $445,000 less in capital
improvements in 2019 than projected. A couple of the major capital projects encountered some timing
delays which have pushed some expenditures into 2020.

(3) Line of Credit. As noted in Cash Flow notes, in its annual financial projections CW assumes that it pays
off its $3 MM line of credit to a balance of $0. In reality, the balance on the line is not taken to $0 at year-
end, but is a balance that is related to operational cash flow. Rather than pay down the balance by
$1,939,000 as projected, CW actually drew down only $449,0000; leaving a balance of $1,490,000 as of
12/31/2019.

(4) Interest Swap Agreement. CW has an interest rate swap agreement ("swap") with the same bank that
holds its variable-rate bonds. The purpose of the swap is to hedge against rising interest rates by effecting a
synthetically fixed rate of 3.08%. In CW's projections no attempt is made to estimate what interest rates will
do, but rather assumes that the market value of the swap remains unchanged. Between 12/31/2018 and
12/31/2019, 1-month LIBOR decreased from 2.46% to 1.75%; causing the market value of the swap to
decrease by $1,657,000.

(5) Unrestricted Net Assets. Unrestricted net assets were $6,111,000 higher than projected. Total Assets were
$10,117,000 higher, offset by $3,663,000 higher Total Liabilities related to the Line of Credit, Deferred
Advance Fee Revenue, and the market value of the Interest Rate Swap.
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APPENDIX A

The following presents the 2019 Audited Financial Statements for Carol
Woods

A-1
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INDEPENDENT AUDITORS’ REPORT

Board of Directors

The Chapel Hill Residential Retirement Center, Inc.
dba: Carol Woods Retirement Community,
Canopy of Carol Woods, LLC and
The Carol Woods Charitable Fund, Inc.

Chapel Hill, North Carolina

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of The Chapel Hill Residential
Retirement Center, Inc. dba: Carol Woods Retirement Community, Canopy of Carol Woods, LLC and
The Carol Woods Charitable Fund, Inc. (collectively the Center), which comprise the consolidated
balance sheets as of December 31, 2019, and 2018, and the related consolidated statements of
operations, changes in net assets, functional expenses, and cash flows for the years then ended, and
the related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the consolidated 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 consolidated 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 consolidated financial statements.

A member of
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Board of Directors

The Chapel Hill Residential Retirement Center, Inc.
dba: Carol Woods Retirement Community,
Canopy of Carol Woods, LLC and
The Carol Woods Charitable Fund, Inc.

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 consolidated financial statements referred to above present fairly, in all material
respects, the financial position of The Chapel Hill Residential Retirement Center, Inc. dba: Carol Woods
Retirement Community, Canopy of Carol Woods, LLC and The Carol Woods Charitable Fund, Inc. as of
December 31, 2019 and 2018, and the results of their operations, changes in net assets and their cash
flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Emphasis-of-Matter Regarding Changes in Accounting Principles

As discussed in Note 1 to the consolidated financial statements, the Organization adopted the
provisions of Financial Accounting Standards Board (FASB) Accounting Standards Update (ASU)
2014-09, Revenue from Contracts with Customers. The new accounting standard clarifies how revenue
is to be recognized and requires expanded disclosures related to the nature, amount, timing, and
uncertainty of revenue and cash flows arising from contracts with customers. Our opinion is not
modified with respect to that matter.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements
as a whole. The supplementary information on pages 32-35 is presented for purposes of additional
analysis rather than to present the financial position and results of operations of the individual
organizations and is not a required part of the consolidated financial statements. Additionally, the other
consolidated schedules on pages 36-37 are presented for purposes of additional analysis and are not a
required part of the consolidated financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the consolidated financial statements. The information has been subjected to the
auditing procedures applied in the audit of the consolidated financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the consolidated financial statements or to the consolidated financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated in all
material respects in relation to the consolidated financial statements as a whole.

WM@% L7

CliftonLarsonAllen LLP

Charlotte, North Carolina
February 20, 2020
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THE CHAPEL HILL RESIDENTIAL RETIREMENT CENTER, INC.

DBA: CAROL WOODS RETIREMENT COMMUNITY,
CANOPY OF CAROL WOODS, LLC AND
THE CAROL WOODS CHARITABLE FUND, INC.

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2019 AND 2018

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Temporary Investments
Assets Limited as to Use,