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Greetings from Friends Association of Services for the Elderly to all Friends of College Park Quarterly Meeting,

The story of Friends House this year has been one of hardship, resilience, challenging decisions and strong spirit. 
Friends House has made significant progress in the past year in addressing some of its fundamental financial challenges but not without hardship. Our balanced budget, approved in January 2013, necessitated board approval of a large monthly rate increase for residents -- even so, we are close to being at full capacity for the first time in years and, due to a larger number of new entry fees, our cash flow is on the upswing. Unfortunately, that balanced budget has been unobtainable and we have only realized a net revenue in three of the last 12 months. Industry standard for Continuing Care Retirement Communities is to operate at a 1.0 operating ratio or better (meaning that one dollar or less is spent for every dollar brought in). The most recent financial statement showed that we have been spending $1.14 for every dollar brought in. With a six million dollar budget, this discrepancy adds up. At about 65 days cash on hand, we are far from the industry standard of 306 days cash on hand. 

Two factors in the existing Friends House situation continue to impede a full recovery:  
Our Skilled Nursing facility is "stuck" at ~20 occupied beds, about 2/3 of its capacity, and though this does not represent a financial drain to Friends House, the overall financial solvency of Friends House is dependent on the Skilled Nursing Facility making a significant contribution to overhead expenses, essentially underwriting a portion of the independent living units.  At the current census level, it is inadequate to underwrite the Friends House operation as a whole. One of the factors affecting our competitiveness is the common practice of providing doctors with financial incentives to refer patients to facilities, a practice we have been unwilling to employ.
Factor #2. We continue to suffer a high rate of lawsuits brought against Friends House based on a number of motivations.  This has been a continual drain on our reserves and has resulted in dramatic increases in both our premiums and our deductible with our insurer, the Peace Church Risk Retention Group.

Getting to a 1.0 operating ratio for the upcoming year’s budget necessitates budgeting for greater occupancy in our skilled nursing facility than has been realized in recent years. This suboptimal census has been true despite our best efforts in marketing and our exceptionally good patient care. We struggled with whether to approve a balanced budget that might very well not be realistic or, and perhaps more realistic, a deficit budget. 

Friends House is by no means out of the woods but our professional managers are applying every measure within means to turn the situation around.
Facing these hard financial realities over the last several years is what prompted Friends House to contract with a professional management firm, Pacific Retirement Services, in 2011.  Their management and guidance have been invaluable and have helped us to recognize that the only true avenue to financial solvency is to expand the Friends House facility. Only 3% of retirement facilities have fewer than 100 residents. Fixed costs must be spread over a larger number of people to ensure financial solvency. The board minuted its approval of facility expansion in 2013.  The next question we faced was how to fund such a mammoth expense as facility expansion.  
Projections told us that we would need to raise five million dollars seed money prior to obtaining construction financing, money that some might call at-risk money, given that we would be unable to guarantee that the planned project would come to fruition. We contracted with fundraising consultants, Irwin-Wells Associates to assist us in determining our ability to raise such a sum.  Several months of analyzing donor records, honing a proposal, and interviewing potential donors resulted in an extensive report to the board in June. It confirmed what had been our sense: that it would be virtually impossible for Friends House to succeed at a 5 million dollar campaign. 
Irwin-Wells consultants did reaffirm that our donors have great fondness for Friends House, for the wonderful caring residents, and for the Quaker values that Friends House seeks to represent. Many people expressed a continuing interest in supporting the Residents’ Support Fund and potentially small capital projects to improve the facility, add solar panels, etc. 
And indeed, we have witnessed the truth of this this year. After some years of shared job responsibilities at Friends House, we hired a dedicated staff development director in April. Mira Wonderwheel, with the assistance of the Development Committee, has helped Friends House realize significant improvements in giving.  Legacy Giving is an important part of the Friends House philanthropy objectives and six new legacy gifts have been reported to us. If you have planned such a gift we ask you to let Mira know so that we may thank you in a way that you prefer. We encourage those who have a heart connection with Friends House to consider making a Legacy Gift. This year we received more than $200,000 from Charitable Gift Annuity, Inherited IRA and Bequest distributions. Gifts of securities are also greatly appreciated. In December, we received a generous $50,000 gift of stock designated to a much-needed upgrade of the campus phone system. 
The 7th annual Quaker Tea and Holiday Faire, held the Saturday before Thanksgiving featured more craft vendors in the Marketplace as well as a vintage car show. Over the past three years, this event brought in about $4,500 annually. This year we raised $2000 more than years past grossing $6,500. Per the resident organizers, the money for this event is allocated to the Residents’ Support Fund and the Employee Holiday Fund. One of the priorities of both the Board of Directors and PRS is that no person will need to move from Friends House due to outliving their financial resources Therefore the Development Committee has set a $60,000 annual goal to raise more money than is drawn on the Residents’ Support Fund. (This is a 175% increase over the $18,500 raised last year.) As of December 31, 2014, a little over $46,000 had been raised, we need about $14,000 to reach the $60,000 goal by March 31, 2015. Over the next five years, our goal is to have $500,000 in this fund. 

Returning to the question of financing a facility expansion, the board concluded that our best option is to become an affiliate of Pacific Retirement Services, the organization that has managed Friends House for three years. We would be the ninth Continuing Care Retirement Community to be an affiliate of PRS. The other communities are located in Oregon, Washington, California, Texas and Wisconsin. Some are faith-based communities and PRS has, to a great degree, been successful in partnering with these communities in a way that honors the communities’ individual values and culture. It is not without trepidation, on the part of board, residents and supporters that we seek affiliation. 
In becoming an affiliate, PRS becomes the “sole member” legally and holds a great deal of control over FASE. The new bylaws, that will soon be under review with the California state Attorney General, continue to seek a board composed of at least 50% members or attenders of the Religious Society of Friends and continue to have us conduct our business after the manner of Friends. Our board size is mandated to be between 3 and 11. Our current bylaws state 12-15 board members and we currently have 12. As a PRS affiliate the bylaws give PRS the right to “fire” the board and replace it but PRS has no interest whatsoever in so doing. Provided that FASE continues to act in a manner consistent with the overall health of Friends House, PRS is committed to fostering both the financial health, long term security and culture that Friends House holds dear. 
As an affiliate of PRS, they will cover all up-front costs of expansion and expect no payment from Friends House until 90% of the new units have been subscribed and construction financing has been secured. The positive financial position of PRS will make it possible for Friends House to obtain the financing necessary to begin construction. A development contract with PRS without affiliation would require a fee-for-service of 5% of construction costs payable at $20,000 per month until construction starts. The remaining fee would be due in three installments. In recognition of the impossibility of paying these costs, FASE chose to pursue affiliation. 
In negotiation of the affiliation documents we have engaged boundless optimism and relentless realism. Integrity for PRS and for FASE has been paramount.  These documents include a “Statement of Principles and Goals between FASE and PRS.” It includes commitments to fiscal sustainability, simplicity, quiet deliberation, environmental sustainability, peacemaking, community, quality of care, continuum of care and mutual trust. In this we make manifest our boundless optimism. Our relentless realism knows that maintaining the character and quality of Friends House is far more the responsibility of residents, Board members and Friends than it is of PRS.

At the time of our last full report to College Park Quarterly Meeting, Travis Staples was serving as our Executive Director. Travis resigned in July to become the ED of a small retirement community closer to his home in Oregon. And in August we welcomed Bob Johnson as interim executive director. Bob brings decades of experience in this role and industry and we have benefitted greatly from this depth of experience. Unfortunately due to family commitments, he is not in a position to relocate to Sonoma County and Friends House knows how much we need an Executive Director who lives locally. In this time of transition we are very grateful to have Bob Johnson serving us.
Under the guidance of PRS and our executive director, we have submitted to the State for approval a Type B contract. This differs from the Type C contract Friends House has used in that Type B improves services to residents. It, in contrast to the lack of these services in Type C contracts, provides limited health care services and some food services. The Type B contract is considered to be of better value to the resident and more competitive in the market place. To the benefit of Friends House it reduces the amortization period of the entry fee from six to four years.

Friends House is a unique community where residents have always played a large role in what takes place. Resident-run committees are myriad covering building and grounds concerns, programs, hospitality, transportation, and the large Friends House library. Some of the ways in which this remarkable engagement has been evidenced this year include choosing the certified pruner to care for the fruit trees on campus, changes in the food service menu, small groups in which residents share life experiences, various fitness programs and ensuring the good use of the Friends House bus that transports residents to community events, grocery stores and medical appointments. 
Friends House programs work to engage assisted living residents with independent living residents.  Residents have worked to increase emergency preparedness for emergencies that might take place when staff directly responsible for independent living residents are not on campus.  Their Apartment Resident’s Association “Amazon subcommittee” has raised many thousands of dollars through selling used books, and residents decide how to use these funds.  Changing art exhibits grace the public spaces and residents gather to engage in craft projects, play games together, read Great Books, and join each other in resident apartments to listen to music together. There is a memoir writing class, men’s lunches, a lively peace and justice working group and a taxes-for-peace group. All are at the initiative of the residents. 

Other highlights of the year include the following:
Over three days at the end of April we celebrated the 30th anniversary of Friends House. It was a joyful time to honor our past, celebrate our present and envision our future. A beautiful account of this celebration, written by resident Betsy Harrell, was published in the December issue of the Friends Journal. The dramatic performances, presentations, musical events and great food took place that weekend only but visits from any of you are welcome anytime. 
In May we hosted a stewardship workshop to which Friends from CPQM were invited. This workshop was presented by Larry Jalowiec of Friends General Conference and Dennis LeFevre of the Everence Financial Service, a Mennonite organization.
On the very same day, residents, staff and board members participated in The Human Race, a nationwide community fundraising event for non-profits and the largest collaborative fundraising event in Sonoma County.
We held a board retreat with Dennis Russell of Mennonite Consulting Services. He offered us invaluable perspectives on the roles of a governing board vs. roles of management and helped us hone what was truly important to us as we looked at the question of affiliation. 
So there it is, our story of hardship, resilience, challenging decisions and strong spirit. We hope you will be an active part of the health and well-being of Friends House, ensuring its grounding in Quaker values for these next 30 years. Think seriously about it as a possibility for your own elder years.  Many of us recognize Friends House as the best-kept secret in retirement communities. 

On behalf of FASE,
Sylvia Walker, Clerk, Palo Alto Friends Meeting
Margaret Sorrel, Assistant Clerk, Strawberry Creek Friends Meeting
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