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

As the clerk and assistant clerk of FASE began to discern that which we felt led to share with this community that holds us dear, we came to recognize just how complex our year has been. We wondered, in moments of solemnness whether the most appropriate report might be an invitation to worship with us, holding Friends House in the Light and passing the hat for the most generous contribution you felt able to make OR, in moments of humor, to design a report in which we would go back and forth in rhyme of the gifts and challenges of our year. 
We chose a middle ground to let you know the truth of our year, both the goodness and the hardship.  
We have continued to struggle financially. Over the past four years there have been major changes in our financial indicators. As audited, our net assets have dropped from a positive $172,000 on March 31, 2011 to a negative ($154,000) on March 31, 2015. Similarly our net cash has dropped from a positive $406,000 to a negative (452,000) in the same period. 
Our Skilled Nursing Facility revenue also declined from $3,220,000 in Fiscal Year 2010-2011 to $2,875,000 in FY 2014-2015, although recent improvements in our Skilled Nursing Facility census should show gains by the end of this Fiscal Year. When we reported to you last year our census was pretty much stuck at 20 (about 2/3 of capacity) but we have recently seen our census figures hovering close to 30. These significant improvements have been witnessed under the leadership of a new Director of Nursing in these last several months. She has also been instrumental in reducing our use of Registry and On-Call staff, an expense we can ill afford to incur. Filling our Skilled Nursing Facility and utilizing full time permanent staff is crucial to the financial solvency of Friends House. 
Assisted Living has held steady being nearly full or full and we are well aware of the need for more beds in this level of care than the six we currently have. Our seventy Independent Living apartments, which have seen significant vacancies in recent years recently reached 100% occupancy with a healthy waiting list. 
Our most serious concern in the realm of financial indicators has been a significant reduction in our Days Cash on Hand which dropped to 52 days at the end of Fiscal Year 2014-2015. It has been a concern for several years, being well below the benchmark of 343 days for Continuing Care Retirement Communities. We are meeting our obligation to have three months of operating cash on hand with a Letter of Credit from Summit State Bank. 
This continued financial trouble called the board and our management firm, Pacific Retirement Services, into action to determine where additional cost cutting could be done and what level of increase in resident fees would need to be implemented to insure that Friends House would remain able to meet the needs of current and future residents. We had hoped, after our significant fee increase in 2014 that we could, for some time, hold fee increases to a modest 5% per year but this was not in the cards. Resident fees were increased, effective this month, 20%. They are still at the low end of market for senior living facilities.
True to the indomitable spirit of Friends House, residents, board and management have rallied together in this hard time. We have openly acknowledged and talked about the factors that put us into this bind: the skilled nursing facility began losing money, we have engaged for several budget years in overly optimistic budgeting, there has been strong board and community resistance to raising fees as well as strong board and community advocacy for above market wages, the economic slowdown of 2008 reduced occupancy, the budget did not account for debt retirement, and we have had unexpectedly high legal and insurance expenses. 
This year we were particularly challenged by having our insurance carrier, Peace Church Risk Retention group, after a significant rate increase last year, refuse to renew our coverage. Claims had been too high for too many years. Not only did we have to find new coverage, we recognized the need to purchase tail coverage for the next three years to the tune of $211,000. 
One might wonder where the good news is in all these troubling numbers. There have been significant improvements since Pacific Retirement Services took over management three years ago. Annual revenue is up by over $1 million. Debt has been reduced by $750,000 and we have made about $1million of capital improvements since 2013. But in spite of these positive factors we remain over $400,000 annually away from safe financial territory. FASE views our current budget, incorporating the fee increase and additional cost cutting measures, as the most realistic budget we have adopted in recent history. 
The new budget is not without hardship. In a small community like Friends House, it is challenging to provide the health services we know residents need. We are currently trying to navigate how to help residents obtain medication management assistance and in home care services in a manner that is financially neutral to Friends House. 
Another painful loss in this new budget was the loss of our development director. Although the individual who was serving in this role chose, for personal reasons, to move on it was clear that we could not, in good conscience, continue to fund this position. And yet, we desperately need the nurturance of a healthy donor base. 
We know that more residents will need help with their monthly fees and our goal for the Residents Support Fund was set at $75,000 for this year. To date just over $45,500 has been raised and though it is now past the time of year when many of us make financial contributions to worthy causes, we urge your support of Friends House with a generous contribution to the Residents Support Fund before the end of our fiscal year, March 31. It is a priority of the board and PRS that no person will need to move from Friends House due to outliving their financial resources. Legacy Giving is another important part of our philanthropy objectives and we encourage you to contact Friends House if you are led to consider a Legacy Gift. We received about $200,000 in major bequests this year.  In addition we were blessed with a community outreach gift of $9,000 from Summit State Bank and a similar gift of $1500 from Whole Foods. 
Friends House residents play a major role in fundraising and spreading the word about what many of us think is the best kept secret in retirement living, Friends House. In May residents, staff and board members alike participated in The Human Race, a nationwide community fundraising event for non-profits and the largest collaborative fundraising event in Sonoma County. Through this $4700 was raised for the Residents Support Fund. Residents and staff were integral to the success of our third annual Jazz in July, a community outreach event. In November The Holiday Faire and Quaker Tea, a largely resident organized outreach and fundraising event brought in $5800, half for the Employee Holiday Fund and half for the Residents Support Fund. You have an opportunity to greet Margaret in full Quaker garb at next year’s Holiday Faire and Quaker Tea.
Residents are an active lot at Friends House, not only in these outreach and fundraising events but in planning programs several times every week, from lectures, concerts, life stories, films, to exploration of social concerns. The Friends House bus, purchased two years ago with funds raised by residents through the sale of donated books, has been actively used for fascinating Saturday field trips as well as weekday trips to the Y, grocery stores and medical appointments. Daily exercise classes are well attended and residents use the on-campus fitness center. 
Worship takes place at Friends House weekday mornings from 7 to 7:30 and the Friends House Worship Group draws 20 to 30 people every Sunday. Many Friends House residents participate actively in the life of Redwood Forest Friends Meeting. College Park Quarterly Meeting winter session took place last year in a venue across the street from Friends House and many Friends visited the campus. We are grateful for all the ways that you participate in the life of this vital community serving elders. 
When we reported to you last January, we spoke extensively about our relationship with Pacific Retirement Services, our management company. We let you know of the 2013 board decision to expand the facility, the clearest route we saw to financial security. We told you that our fundraising consultant had confirmed our sense that, though our donor base has a great fondness for Friends House and the values we represent, we were not in a position to mount a five million dollar capital campaign toward facility expansion. Our consequent decision to seek to become an affiliate of Pacific Retirement Services (PRS) emerged from our decision to expand and our inability to accomplish this on our own. 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.  
It took many months for the board and PRS to come to agreement on the terms of affiliation. We incurred large legal bills in the process contributing to the financial woes of the institution. Finally the affiliation agreements and many pages of supporting documents were submitted to the Attorney General of the State of California. The affiliation was approved in May by the Attorney General but has not yet received the approval of the Board of Pacific Retirement Services. 
This last approval hinges on our ability to expand the facility. And that ability is hinged on our acquisition of land on which to do so. Although we are closer to succeeding in obtaining a long term lease or purchase of some acres of the adjacent Montecito Center than has been true at any time previously in the history of Friends House, we cannot report to you a done deal at this time. 
Living in limbo has been extremely hard on both the board and residents, indeed on all stakeholders to Friends House. Hard emotionally, hard spiritually, hard financially and yet we are tenacious. We hold hope and promise of a healthy future for Friends House no matter what comes to pass regarding PRS affiliation and expansion.
Two of our board members were able to attend the Leading Age conference in October and returned on fire about new models of elder care living that will no doubt inform our future. We are just in the early stages of digesting the information and enthusiasm they are sharing with us. Earlier in the year members of the board read Atul Gawande’s Being Mortal, a book we recommend to all of you.
At the time of our last report to you we shared our great pleasure in having an experienced and highly competent interim executive director, one we all wished had been in a position to relocate to Sonoma County and serve us in a permanent role. But alas, he has now returned home to Oregon and we have just now welcomed another interim executive director. Darren Trisel. Darren has recently overseen the successful financial turnaround of another PRS facility and has a strong background in skilled nursing management. As difficult as it is to undergo these frequent transitions in our team players, we are grateful for the skills Darren brings to us at this time. 
The vitality of Friends House is evident in many ways and sometimes it is useful to evaluate objectively, through surveys. Staff noted an overall job satisfaction of 48% in 2014 and this improved to 75% in 2015. Our Leadership survey (for board members, committee members, staff administrators and resident house council members) affirmed the excellent work of our then executive director, noted concerns over staff turnover throughout the campus, and cited areas of vulnerability in holding to our vision in the face of the economic realities. 
29% more residents completed the Resident Quality of Life survey than had done so in 2014. Although our net promoter score (residents recommending Friends House to their friends) improved by 18%, it was still well below the blended score for other PRS communities. We have a high level of resident engagement, with 80% volunteering on campus and Friends House received the highest rating of any PRS community for residents providing a welcoming experience during move-in. The survey showed high levels of satisfaction with almost all of the important aspects of community but a clear need for improved relations between residents and PRS on-site and central office leaders. 
We would like to close this report to you with a reading of eight points included in the Guiding Principles and Goals, developed as part of the affiliation agreements between PRS and FASE. Although we do not yet know the outcome of the affiliation, these statements ground us in what we hold to be essential values of Friends House.


Guiding Principles and Goals
1.  Fiscal Sustainability – On behalf of present and future residents, FASE seeks to ensure the long-term fiscal viability of Friends House. FASE acknowledges that to meet this goal, FASE will need to make changes, including, but not limited to, expanding the physical plant and range of care offerings available to its residents.  FASE expects such changes to be made in ways that reflect its core commitment to personal dignity, regardless of differences in financial capacity.
2.  Simplicity -- By choice, Friends House is not a luxurious, up-scale community.  As FASE and PRS consider renovation and expansion, we want to make prudent decisions that reflect the values of simplicity, self-sufficiency, and frugality.  FASE desires to serve people who have dedicated their lives to public service, and who may not have accumulated considerable wealth.  Thus FASE does not want any existing resident to be forced to leave Friends House because of rate increases or changes to programs. 
3.  Quiet Deliberation -- The FASE board is committed to a consensus-like governance process that reflects its Quaker heritage.  FASE also acknowledges that the fiduciary and regulatory requirements of providing long-term elder care services may on occasion require certain deadlines to be met. FASE acknowledges the need to make timely decisions regarding issues that help assure fiscal stability or high-quality resident care. It is understood that both FASE and PRS will participate fully in the investigation of options and careful consideration of strategic decisions. 
4.  Environmental Sustainability – Friends House recognizes the personal and spiritual importance of "treading lightly on this earth."  The residents and FASE strive to leave a minimum “footprint" on the environment by minimizing the use of energy, water, and the landfill.  We expect to partner with PRS in operating Friends House in a way that is as ‘green’ and as sustainable as feasible. 
5.  Peacemaking -- As an organization devoted to equality and social justice FASE seeks to maintain a culture of mutual trust, and to resolve conflicts creatively.  Friends House aspires to be a beloved community where there is no coercion, exploitation, or intolerance.  

6.  Community -- By bringing a diverse group of talented elders together FASE can do much.  We appreciate the unique ways that each person on the campus helps to make it a welcoming, respectful and caring place.  Friends House hopes to be a place where residents, employees and volunteers will gain wisdom, compassion, strength, and support from one another.   We respect the unique gifts, talents, and gifts of those around us.  We expect every person on the campus to help ensure a safe space for all voices and opinions, and to enable all members of the community to participate constructively in achieving our vision.  In its relations with employees, FASE places a high value on respect, compassion, hope and appreciation.  PRS shall strive to employ business practices and people at the Community in congruence with these values.  
7.  Quality of Care -- Of paramount importance is the quality of care Friends House provides.  FASE is committed to best professional practice.  At Friends House, "care" includes recognizing the uniqueness of individuals and of the community they generate when they come together.   We help support residents in realizing their potential as elders through compassionate, high-quality services.
8.  Mutual Trust -- The mutual goal of the working partnership between PRS and FASE is to instill confidence in our residents, their families, our staff, and other constituents that there is a positive future for Friends House.
Although these Guiding Principles and Goals are not legally binding, FASE and PRS hold them in a spirit of mutual trust as we work together insuring the best for Friends House. 
FASE holds you, CPQM Friends, in the spirit of love, as we know you hold us in that same spirit. We have confidence that your love for Friends House can manifest in ways that will help us on our journey. We look forward to our continuing partnership. 

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