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FIVE STAR QUALITY CARE, INC.
FISCAL PERIOD ENDED DECEMBER 31, 2010

We have examined the Medi-Cal Home Office cost report for the fiscal period ended
December 31, 2010. Our examination was made under the authority of Section 14170
of the Welfare and Institutions Code and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in
the circumstances.

In our opinion, the data presented in the Summary of Audited Home Office Costs to
Health Facilities represents a proper determination of home office allowable costs for
the above fiscal period in accordance with Medi-Cal reimbursement principles. The
audited home office cost will be incorporated, by separate adjustment, into each
applicable facility audit report.

This Audit Report includes the:
1. Summary of Audited Home Office Costs to Health Care Facilities
2. Audit Adjustments Schedule
If you disagree with the decision of the Department, the results of the home office audit

may only be appealed through each individual facility's audit report. Please refer to the
appeal instructions in each facility’s audit report.

Audits & Investigations/Audits Sacramento, MS 2106 P.O. Box 997413, Sacramento, CA 95899-7413
(916) 650-6994 / (916) 650-6990 fax
Internet Address: www.dhcs.ca.gov



Lori Nelson, Reimbursement Manager
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If you have further questions regarding this report, you may call the Audits
Section-Sacramento at (916) 650-6994.

Original Signed By
Steven Gary, Chief
Audits Section-Sacramento

Financial Audits Branch

Certified
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STATE OF CALIFORNIA

HOME OFFICE NAME:
FIVE STAR QUALITY CARE, INC.

TRIAL BALANCE OF EXPENSES

SCHEDULE 8

FISCAL PERIOD ENDED:

DECEMBER 31, 2010

REPORTED ADJ. ADJUSTMENT AUDITED
LINE POOLED ALLOC. NO. AMOUNT(S) POOLED
NO. |COST CENTER DESCRIPTION (SCH. B, COL 8) COSTS
CAPITAL-RELATED COSTS - OLD
1.00 Old Cap. Related-Buildings & Fixtures $0 $0 $0
1.01 0 0 0
2.00 Old Cap. Related-Movable Equipment 0 0 0
2.01 0 0 0
3.00 SUBTOTAL (sum of lines 1 through 2.01) $0 $0 $0
CAPITAL-RELATED COSTS - NEW
4.00 New Cap. Related-Buildings & Fixtures $1,457,378 11 ($912,382) $544,996
4.01 Int. Exp. - New Cap. Building & Fixtures 1,908,137 1 (112,420) 1,795,717
5.00 New Cap. Related-Movable Equipment 0 0 0
5.01 0 0 0
6.00 SUBTOTAL (sum of lines 4 through 5.01) $3,365,515 ($1,024,802) $2,340,713
OTHER CAPITAL-RELATED COSTS
7.00 Insurance Premiums $0 $0 $0
8.00 Taxes and Licenses - Not INCM 0 0 0
9.00 Other 0 0 0
10.00 SUBTOTAL (sum of lines 7 through 9) $0 $0 $0
NON CAPITAL-RELATED COSTS
11.00 Salaries of Officers $2,156,296 12 (%$1,400,000) $756,296
12.00 Salaries & Wages of Others 16,690,674 0 16,690,674
13.00 Payroll Taxes 1,302,652 0 1,302,652
14.00 Employee Benefits-Payroll Related 2,815,736 13,14 (2,041,333) 774,403
15.00 Employee Benefits-Nonpayroll Related 41,870 0 41,870
16.00 Profit Sharing/Pension Plans 115,598 0 115,598
17.00 Legal Fees 2,293,357 2-5&15-17 (2,036,263) 257,094
18.00 Auditing & Accounting Fees 1,160,601 18-19 (354,178) 806,423
19.00 Utilities 6,692 0 6,692
20.00 Communications 845,611 0 845,611
21.00 Travel & Entertainment 2,633,729 20-27 (201,014) 2,432,715
22.00 Transportation 7 0 7
23.00 Cleaning Office & Admin Supplies 972,014 28 (81,000) 891,014
24.00 Minor Equipment Expensed 2,917 0 2,917
25.00 Repairs & Maintenance 217,161 29 (2,338) 214,823
26.00 Dues & Subscriptions 98,161 0 98,161
27.00 Contributions 0 0 0
28.00 Insurance Premium-Non Capital Related 21,783 0 21,783
29.00 Taxes & Licenses - Non Capital Related 708,805 0 708,805
30.00 Interest Expense 714,057 30 (714,057) 0
31.00 Other Consulting 10,252,109 19,31-35 (6,688,163) 3,563,946
32.00 Other Recruitment & Marketing 657,820 0 657,820
33.00 Other Education/Seminars 195,379 0 195,379
34.00 Other Sec Fees 0 0 0
35.00 Other Director Fees/Expense 193,738 0 193,738
35.01 Other Corp Rehab Expense 0 0 0
35.02 Corp Clinical Wages, Taxes 0 0 0
35.03 0 0 0
35.04 0 0 0
35.05 0 0 0
35.06 0 0 0
35.07 0 0 0
35.08 0 0 0
36.00 SUBTOTAL (sum of lines 11 through 35.08) $44,096,767 ($13,518,346) $30,578,421
37.00 TOTAL ALLOWABLE EXPENSES $47,462,282 ($14,543,148) $32,919,134
(To Sch. 4)
38.00 NONREIMBURSABLE EXPENSES $0 $0 $0
TOTAL EXPENSES $47,462,282 ($14,543,148) $32,919,134




STATE OF CALIFORNIA

TRIAL BALANCE OF EXPENSES

HOME OFFICE NAME:
FIVE STAR QUALITY CARE, INC.

SCHEDULE 8

FISCAL PERIOD ENDED:

DECEMBER 31, 2010

REPORTED
LINE DIRECT ALLOC.
NO. |COST CENTER DESCRIPTION (SCH. B, COL 6)

ADJ.
NO.

ADJUSTMENT
AMOUNT(S)

AUDITED
DIRECT
COSTS

CAPITAL-RELATED COSTS - OLD
1.00 Old Cap. Related-Buildings & Fixtures $0
1.01 0
2.00 Old Cap. Related-Movable Equipment 0
2.01 0

$0
0
0
0

$0
0
0
0

3.00 SUBTOTAL (sum of lines 1 through 2.01) $0

$0

$0

CAPITAL-RELATED COSTS - NEW
4.00 New Cap. Related-Buildings & Fixtures (%$1,236,820
4.01 Int. Exp. - New Cap. Building & Fixtures 0
5.00 New Cap. Related-Movable Equipment 0
5.01 0

)

$0
112,420
0

0

($1,236,820)
112,420
0
0

6.00 SUBTOTAL (sum of lines 4 through 5.01) ($1,236,820

)

$112,420

($1,124,400)

OTHER CAPITAL-RELATED COSTS
7.00 Insurance Premiums $0
8.00 Taxes and Licenses - Not INCM 0
9.00 Other 0

$0
0
0

$0
0
0

10.00 SUBTOTAL (sum of lines 7 through 9) $0

$0

$0

NON CAPITAL-RELATED COSTS
11.00 Salaries of Officers $0
12.00 Salaries & Wages of Others
13.00 Payroll Taxes
14.00 Employee Benefits-Payroll Related
15.00 Employee Benefits-Nonpayroll Related
16.00 Profit Sharing/Pension Plans
17.00 Legal Fees
18.00 Auditing & Accounting Fees
19.00 Utilities
20.00 Communications
21.00 Travel & Entertainment
22.00 Transportation
23.00 Cleaning Office & Admin Supplies (6,06
24.00 Minor Equipment Expensed
25.00 Repairs & Maintenance
26.00 Dues & Subscriptions
27.00 Contributions

29.00 Taxes & Licenses - Non Capital Related
30.00 Interest Expense

31.00 Other Consulting

32.00 Other Recruitment & Marketing
33.00 Other Education/Seminars
34.00 Other Sec Fees

35.00 Other Director Fees/Expense
35.01 Other Corp Rehab Expense
35.02 Corp Clinical Wages, Taxes
35.03

35.04

35.05

35.06

35.07

35.08

2,345

~

$0

1,789,20

$0

1,789,20

(6,06

N

0
0
0
0
0
0
0
0
0
0
0
9
0
0
0
0
28.00 Insurance Premium-Non Capital Related 0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
9

36.00 SUBTOTAL (sum of lines 11 through 35.08) ($6,06

)

0
0
0
0
0
5
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
5

$1,789,20

0
0
0
0
0
5
0
0
0
0
0
9
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
6

$1,783,13

37.00 TOTAL ALLOWABLE EXPENSES ($1,242,889

)

$1,901,625

$658,736

38.00 NONREIMBURSABLE EXPENSES $0

$0

(To Sch. 7, 7-1)

$0

TOTAL EXPENSES ($1,242,889

)

$1,901,625

$658,736




STATE OF CALIFORNIA SCHEDULE 8

TRIAL BALANCE OF EXPENSES

HOME OFFICE NAME: FISCAL PERIOD ENDED:
FIVE STAR QUALITY CARE, INC. DECEMBER 31, 2010
REPORTED ADJ. ADJUSTMENT AUDITED
LINE FUNCTIONAL COSTS| NO. AMOUNT(S) FUNCTIONAL
NO. |COST CENTER DESCRIPTION (SCH. B, COL 7) COSTS

CAPITAL-RELATED COSTS - OLD

1.00 Old Cap. Related-Buildings & Fixtures $0 $0 $0
1.01 0 0 0
2.00 Old Cap. Related-Movable Equipment 0 0 0
2.01 0 0 0
3.00 SUBTOTAL (sum of lines 1 through 2.01) $0 $0 $0
CAPITAL-RELATED COSTS - NEW
4.00 New Cap. Related-Buildings & Fixtures $0 $0 $0
4.01 Int. Exp. - New Cap. Building & Fixtures 0 0 0
5.00 New Cap. Related-Movable Equipment 0 0 0
5.01 0 0 0
6.00 SUBTOTAL (sum of lines 4 through 5.01) $0 $0 $0
OTHER CAPITAL-RELATED COSTS
7.00 Insurance Premiums $0 $0 $0
8.00 Taxes and Licenses - Not INCM 0 0 0
9.00 Other 0 0 0
10.00 SUBTOTAL (sum of lines 7 through 9) $0 $0 $0

NON CAPITAL-RELATED COSTS
11.00 Salaries of Officers
12.00 Salaries & Wages of Others
13.00 Payroll Taxes
14.00 Employee Benefits-Payroll Related
15.00 Employee Benefits-Nonpayroll Related
16.00 Profit Sharing/Pension Plans
17.00 Legal Fees
18.00 Auditing & Accounting Fees
19.00 Utilities
20.00 Communications
21.00 Travel & Entertainment
22.00 Transportation
23.00 Cleaning Office & Admin Supplies
24.00 Minor Equipment Expensed
25.00 Repairs & Maintenance
26.00 Dues & Subscriptions
27.00 Contributions
28.00 Insurance Premium-Non Capital Related
29.00 Taxes & Licenses - Non Capital Related
30.00 Interest Expense
31.00 Other Consulting
32.00 Other Recruitment & Marketing
33.00 Other Education/Seminars
34.00 Other Sec Fees

@
o
@
o
@
o

[eNeoNeoNeoNeoNeoNeoNoNeoNoNoNoNoNoNoNoNoNoNoNoNoNoNol
[eNeNeoNeoNoNeoNoNeoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNol

[eNeNeoNeoNeoNoNeoNeoNeoNeoNeoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoloNoNoNoNoNol

35.00 Other Director Fees/Expense 0
35.01 Other Corp Rehab Expense 2,846,097 2,846,097
35.02 Corp Clinical Wages, Taxes 3,884,820 3,884,820
35.03 0
35.04 0 0
35.05 0 0
35.06 0 0
35.07 0 0
35.08 0 0
36.00 SUBTOTAL (sum of lines 11 through 35.08) $6,730,917 $0 $6,730,917
37.00 TOTAL ALLOWABLE EXPENSES $6,730,917 $0 $6,730,917
(To Sch. 6, 6-1)
38.00 NONREIMBURSABLE EXPENSES $0 $0 $0

TOTAL EXPENSES $6,730,917 $0 $6,730,917
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