REPORT
ON THE
HOME OFFICE AUDIT

COVENANT CARE CALIFORNIA, LLC
ALISO VIEJO, CALIFORNIA

FISCAL PERIOD ENDED
DECEMBER 31, 2009

Audits Section — Santa Ana
Financial Audits Branch
Audits and Investigations
Department of Health Services

Section Chief: Margaret A. Varho
Audit Supervisor: Stan Van Arsdale
Auditor: Teri Hung



DHC S State of California—Health and Human Services Agency

gg Department of Health Care Services

TOBY DOUGLAS EDMUND G. BROWN JR.
DIRECTOR GOVERNOR

Date: June 9, 2011

Carol Sparks

Director of Reimbursement
Covenant Care California, LLC
27071 Aliso Creek Road, Suite 100
Aliso Viejo, CA 92656

COVENANT CARE CALIFORNIA, LLC
FISCAL PERIOD ENDED DECEMBER 31, 2009

We have examined the Medi-Cal Home Office Cost Report for the fiscal period ended
December 31, 2009. 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 Care 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 and Supporting
Schedules

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.

605 West Santa Ana Blvd., Building 28, Room 830, Santa Ana, CA 92701
(714) 558-4434 | (714) 558-4179 fax
Internet Address: www.dhcs.ca.qgov
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If you have questions regarding this report, you may call the Audits Section—Santa Ana
at (714) 558-4434.

(Original signed by Margaret Varho)
Margaret A. Varho, Chief
Audits Section—Santa Ana

Financial Audits Branch

Certified
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STATE OF CALIFORNIA

COVENANT CARE CALIFORNIA, LLC

SUMMARY OF AUDITED HOME OFFICE COSTS BY CHAIN COMPONENTS

FISCAL PERIOD ENDED DECEMBER 31, 2009

SCHEDULE 1

(Schedule 1-1) | (Schedule 1-2) [(Schedule 1-3) [(Schedule 1-3) [(Schedule 1-3) | (Schedule 1-4) [(Schedule 1-4) [(Schedule 1-4)
SNF NON-NURSING| SNF NURSING [ FUNCTIONAL REGIONAL POOLED TOTAL
|FAC. | | MEDI-CAL | ‘ ALLOCATIONS|ALLOCATIONSALLOCATIONS ALLOCATIONS ALLOCATIONS ALLOCATIONS

# FACILITY NAME PROVIDER #| FYE || NONCAPITAL | NONCAPITAL [NONCAPITAL| CAPITAL |[NONCAPITAL] TOTAL CAPITAL _[NONCAPITAL]  TOTAL CAPITAL | NURSING [NONCAPITAL] TOTAL
5 Huntington Park ZZT06144)  12/31/09 | $ 42,952 [ $ 32,903 [ $ - |s -8 -8 - s 28,016 $ 230,323 $ 258340 |$ 28016 $ 32903 $ 273,275 $ 334,195
6 Shoreline Z7T186121  12/31/09 77,420 59,307 - - - - 50,499 415,153 465,652 50,499 59,307 492,573 602,379
7 Buena Vista LTC55394H  12/31/09 74,283 56,905 - - - - 48,453 398,336 446,789 48,453 56,905 472,619 577,977
8 Pacific Gardens ZZR06207J  12/31/09 84,975 65,095 - - - - 55,427 455,667 511,094 55,427 65,095 540,641 661,164
9 Turlock LTC55240H  12/31/09 75,267 57,659 - - - - 49,095 403,612 452,707 49,095 57,659 478,880 585,634
10 Turlock Residential N/A 12/31/09 6,623 5,073 - - - - 4,320 35,513 39,833 4,320 5,073 42,136 51,529
11 Vintage Faire LTC55355H  12/31/09 56,214 43,063 - - - - 36,667 301,440 338,107 36,667 43,063 357,654 437,384
12 Vintage Faire Residential N/A 12/31/09 6,870 5,263 - - - - 4,481 36,842 41,323 4,481 5,263 43,712 53,456
13 Wagner Heights LTC55332H  12/31/09 91,183 69,851 - - - - 59,476 488,955 548,432 59,476 69,851 580,138 709,465
14 Wagner Heights Residential N/A 12/31/09 8,031 6,152 - - - - 5,238 43,064 48,303 5,238 6,152 51,095 62,485
15 Emerald Gardens LTM90001H  12/31/09 56,338 43,158 - - - - 36,748 302,106 338,855 36,748 43,158 358,445 438,351
16 Gilroy ZZR057971  12/31/09 65,525 50,196 - - - - 42,741 351,372 394,113 42,741 50,196 416,897 509,834

17 Desert Palms N/A 12/31/09 - - - - - - - - - - - - -
18 Valle Vista ZZT05500G  12/31/09 28,187 21,593 - - - - 18,386 151,148 169,534 18,386 21,593 179,335 219,314
19 Mission ZZRO5645H  12/31/09 71,565 54,823 - - - - 46,680 383,760 430,440 46,680 54,823 455,325 556,828
20 Willow Tree ZZR058761  12/31/09 40,996 31,405 - - - - 26,741 219,838 246,579 26,741 31,405 260,834 318,980
21 Royal Care ZZT050410  12/31/09 42,880 32,848 - - - - 27,969 229,937 257,907 27,969 32,848 272,817 333,634
22 Palo Alto ZZR05646)  12/31/09 40,596 31,099 - - - - 26,480 217,693 244,174 26,480 31,099 258,290 315,869
23 St. Edna LTC55063G  12/31/09 64,592 49,481 - - - - 42,132 346,369 388,501 42,132 49,481 410,961 502,575
24 Grant Cuesta ZZR053151  12/31/09 59,036 45,224 - - - - 38,508 316,572 355,080 38,508 45,224 375,608 459,340
25 Los Altos ZZRO6116H  12/31/09 113,565 86,997 - - - - 74,076 608,979 683,055 74,076 86,997 722,544 883,617
27 Nebraska N/A 12/31/09 76,501 58,604 - 424 80,121 80,545 49,900 410,228 460,129 50,324 58,604 566,851 675,779
28 Highland N/A 12/31/09 34,965 26,785 - 194 36,620 36,814 22,807 187,497 210,305 23,001 26,785 259,083 308,869
29 Eagle Point N/A 12/31/09 38,108 29,193 - 211 39,911 40,122 24,857 204,348 229,205 25,068 29,193 282,367 336,628
30 Cedar Ridge N/A 12/31/09 44,631 34,189 - 247 46,743 46,990 29,112 239,327 268,439 29,359 34,189 330,701 394,249
31 Friendship N/A 12/31/09 12,603 9,655 - 70 13,200 13,269 8,221 67,583 75,804 8,291 9,655 93,386 111,331
39 Catered Manor ZZT061500  12/31/09 39,982 30,628 - - - - 26,079 214,399 240,478 26,079 30,628 254,381 311,089
41 Downey Care ZZT05519)  12/31/09 45,085 34,538 - - - - 29,408 241,763 271,172 29,408 34,538 286,849 350,794
42 Covington Manor N/A 12/31/09 61,381 47,021 - 340 64,286 64,626 40,038 329,149 369,186 40,378 47,021 454,816 542,214
43 Lakeland N/A 12/31/09 30,696 23,514 - 170 32,148 32,318 20,022 164,601 184,623 20,192 23,514 227,444 271,151
44 Norwood Manor N/A 12/31/09 30,277 23,194 - 168 31,710 31,877 19,749 162,357 182,106 19,917 23,194 224,344 267,455
45 University Park N/A 12/31/09 36,202 27,733 - 201 37,915 38,116 23,614 194,130 217,743 23,814 27,733 268,247 319,794
46 Edgewood Manor N/A 12/31/09 31,603 24,209 - 175 33,098 33,273 20,614 169,466 190,080 20,789 24,209 234,167 279,166
47 Fairview Manor N/A 12/31/09 44,925 34,415 - 249 47,051 47,299 29,303 240,903 270,206 29,552 34,415 332,878 396,845
48 Fairborn Manor N/A 12/31/09 42,123 32,268 - 233 44,116 44,349 27,476 225,877 253,352 27,709 32,268 312,115 372,092
49 Georgetown Manor N/A 12/31/09 35,668 27,324 - 198 37,356 37,553 23,266 191,266 214,531 23,463 27,324 264,290 315,076
50 Springfield N/A 12/31/09 51,329 39,321 - 284 53,758 54,042 33,481 275,245 308,726 33,765 39,321 380,333 453,418
51 Versailles N/A 12/31/09 45,683 34,996 - 253 47,845 48,098 29,798 244,971 274,769 30,051 34,996 338,499 403,546
52 Pacific Coast ZZRO6048H  12/31/09 53,397 40,905 - - - - 34,830 286,335 321,165 34,830 40,905 339,733 415,467
53 Pacific Hills ZZRO6037H  12/31/09 57,564 44,097 - - - - 37,548 308,681 346,229 37,548 44,097 366,245 447,890
54 Encinitas ZZT057610  12/31/09 53,310 40,838 - - - - 34,773 285,867 320,639 34,773 40,838 339,176 414,787
55 La Jolla ZZT060171  12/31/09 66,293 50,783 - - - - 43,241 355,485 398,727 43,241 50,783 421,778 515,803
56 Clinton House N/A 12/31/09 26,293 20,142 - 146 27,537 27,683 17,150 140,993 158,143 17,296 20,142 194,823 232,260
58 Waldron N/A 12/31/09 30,297 23,209 - 168 31,731 31,899 19,762 162,465 182,227 19,930 23,209 224,493 267,633
60 McCormick's Creek N/A 12/31/09 30,875 23,652 - 171 32,336 32,507 20,139 165,563 185,701 20,310 23,652 228,773 272,735
62 Carson N/A 12/31/09 24,996 19,148 32,048 - - - 16,304 134,038 150,343 16,304 19,148 191,082 226,535
64 Arbor LTC55164G  12/31/09 37,478 28,710 39,157 - - - 24,446 200,974 225,420 24,446 28,710 277,609 330,766
65 Arbor Residential N/A 12/31/09 5,402 4,138 5,644 - - - 3,523 28,966 32,489 3,523 4,138 40,012 47,673
66 Courtyard ZZR059921  12/31/09 18,402 14,097 19,400 - - - 12,004 98,681 110,685 12,004 14,097 136,483 162,584
197 Silver Hills N/A 12/31/09 77,496 59,366 - - - - 50,549 415,563 466,112 50,549 59,366 493,059 602,974
198 Silver Ridge N/A 12/31/09 87,582 67,092 - - - - 57,128 469,648 526,776 57,128 67,092 557,230 681,450
800 Select Therapy N/A 12/31/09 - - 233,400 - - - 77,664 638,477 716,141 77,664 - 871,877 949,541
TOTAL $ 2378248 $ 1,821,859 $ 329649 $ 3900 $ 737,481 $ 741381 $ 1,628,942 $ 13,391526 $ 15,020,468 $1,632,842 $1,821,859 $ 16,836,904 $ 20,291,605




STATE OF CALIFORNIA SCHEDULE 1-1

COVENANT CARE CALIFORNIA, LLC
SNF NON - NURSING ALLOCATION TO INDIVIDUAL CHAIN COMPONENTS
FISCAL PERIOD ENDED DECEMBER 31, 2009

AUDITED
[ ALLOCATION STATISTICS SNF NON - NURSING ALLOCATIONS
FAC. REPORTED ADJUSTMENT AUDITED AUDITED

# FACILITY NAME STATISTICS NO. STATISTICS RATIO CAPITAL NONCAPITAL TOTAL
5 Huntington Park 7,097,318 7,097,318 1.8060% $ - $ 42,952 $ 42,952
6 Shoreline 12,792,757 12,792,757  3.2553% - 77,420 77,420
7 Buena Vista 12,274,538 12,274,538  3.1235% - 74,283 74,283
8 Pacific Gardens 14,041,167 14,041,167 3.5730% - 84,975 84,975
9 Turlock 12,437,132 12,437,132  3.1648% - 75,267 75,267
10 Turlock Residential 1,094,333 1,094,333 0.2785% - 6,623 6,623
11 Vintage Faire 9,288,754 9,288,754  2.3637% - 56,214 56,214
12 Vintage Faire Residential 1,135,257 1,135,257  0.2889% - 6,870 6,870
13 Wagner Heights 15,066,952 15,066,952  3.8340% - 91,183 91,183
14 Wagner Heights Residential 1,327,007 1,327,007 0.3377% - 8,031 8,031
15 Emerald Gardens 9,309,280 9,309,280  2.3689% - 56,338 56,338
16 Gilroy 10,827,372 10,827,372  2.7552% - 65,525 65,525

17 Desert Palms - - 0.0000% - - -
18 Valle Vista 4,657,574 4,657,574  1.1852% - 28,187 28,187
19 Mission 11,825,391 11,825,391  3.0092% - 71,565 71,565
20 Willow Tree 6,774,205 6,774,205 1.7238% - 40,996 40,996
21 Royal Care 7,085,411 7,085,411  1.8030% - 42,880 42,880
22 Palo Alto 6,708,128 6,708,128 1.7070% - 40,596 40,596
23 St. Edna 10,673,207 10,673,207 2.7160% - 64,592 64,592
24 Grant Cuesta 9,755,031 9,755,031  2.4823% - 59,036 59,036
25 Los Altos 18,765,424 18,765,424  4.7752% - 113,565 113,565
27 Nebraska 12,641,013 12,641,013 3.2167% - 76,501 76,501
28 Highland 5,777,652 5,777,652  1.4702% - 34,965 34,965
29 Eagle Point 6,296,905 6,296,905 1.6023% - 38,108 38,108
30 Cedar Ridge 7,374,763 7,374,763  1.8766% - 44,631 44,631
31 Friendship 2,082,541 2,082,541  0.5299% - 12,603 12,603
39 Catered Manor 6,606,612 6,606,612 1.6812% - 39,982 39,982
41 Downey Care 7,449,837 7,449,837 1.8957% - 45,085 45,085
42 Covington Manor 10,142,573 10,142,573  2.5809% - 61,381 61,381
43 Lakeland 5,072,100 5,072,100 1.2907% - 30,696 30,696
44 Norwood Manor 5,002,962 5,002,962 1.2731% - 30,277 30,277
45 University Park 5,982,019 5,982,019 1.5222% - 36,202 36,202
46 Edgewood Manor 5,222,030 5,222,030 1.3288% - 31,603 31,603
47 Fairview Manor 7,423,316 7,423,316  1.8890% - 44,925 44,925
48 Fairborn Manor 6,960,288 6,960,288 1.7712% - 42,123 42,123
49 Georgetown Manor 5,893,769 5,893,769  1.4998% - 35,668 35,668
50 Springfield 8,481,571 8,481,571  2.1583% - 51,329 51,329
51 Versailles 7,548,669 7,548,669  1.9209% - 45,683 45,683
52 Pacific Coast 8,823,301 8,823,301  2.2452% - 53,397 53,397
53 Pacific Hills 9,511,873 9,511,873  2.4204% - 57,564 57,564
54 Encinitas 8,808,856 8,808,856  2.2416% - 53,310 53,310
55 La Jolla 10,954,128 10,954,128 2.7875% - 66,293 66,293
56 Clinton House 4,344,627 4,344,627  1.1056% - 26,293 26,293
58 Waldron 5,006,296 5,006,296  1.2739% - 30,297 30,297
60 McCormick's Creek 5,101,737 5,101,737  1.2982% - 30,875 30,875
62 Carson 4,130,328 4,130,328 1.0510% - 24,996 24,996
64 Arbor 6,192,915 6,192,915 1.5759% - 37,478 37,478
65 Arbor Residential 892,573 892,573  0.2271% - 5,402 5,402
66 Courtyard 3,040,812 3,040,812 0.7738% - 18,402 18,402
197 Silver Hills 12,805,398 12,805,398 3.2585% - 77,496 77,496
198 Silver Ridge 14,471,990 14,471,990 3.6826% - 87,582 87,582

800 Select Therapy

TOTAL 392,979,692 - 392,979,692 100% $ - * $ 2,378,248 * $2,378,248

* Total capital and noncapital costs from Schedule 2-1.



STATE OF CALIFORNIA SCHEDULE 1-2

COVENANT CARE CALIFORNIA, LLC
SNF NURSING ALLOCATION TO INDIVIDUAL CHAIN COMPONENTS
FISCAL PERIOD ENDED DECEMBER 31, 2009

AUDITED
[ ALLOCATION STATISTICS SNF NURSING ALLOCATIONS
FAC. REPORTED ADJUSTMENT AUDITED AUDITED

# FACILITY NAME STATISTICS NO. STATISTICS RATIO CAPITAL NONCAPITAL TOTAL
5 Huntington Park 7,097,318 7,097,318 1.8060% $ - $ 32,903 $ 32,903
6 Shoreline 12,792,757 12,792,757  3.2553% - 59,307 59,307
7 Buena Vista 12,274,538 12,274,538  3.1235% - 56,905 56,905
8 Pacific Gardens 14,041,167 14,041,167 3.5730% - 65,095 65,095
9 Turlock 12,437,132 12,437,132  3.1648% - 57,659 57,659
10 Turlock Residential 1,094,333 1,094,333 0.2785% - 5,073 5,073
11 Vintage Faire 9,288,754 9,288,754  2.3637% - 43,063 43,063
12 Vintage Faire Residential 1,135,257 1,135,257  0.2889% - 5,263 5,263
13 Wagner Heights 15,066,952 15,066,952  3.8340% - 69,851 69,851
14 Wagner Heights Residential 1,327,007 1,327,007 0.3377% - 6,152 6,152
15 Emerald Gardens 9,309,280 9,309,280  2.3689% - 43,158 43,158
16 Gilroy 10,827,372 10,827,372  2.7552% - 50,196 50,196

17 Desert Palms - - 0.0000% - - -
18 Valle Vista 4,657,574 4,657,574  1.1852% - 21,593 21,593
19 Mission 11,825,391 11,825,391  3.0092% - 54,823 54,823
20 Willow Tree 6,774,205 6,774,205 1.7238% - 31,405 31,405
21 Royal Care 7,085,411 7,085,411  1.8030% - 32,848 32,848
22 Palo Alto 6,708,128 6,708,128 1.7070% - 31,099 31,099
23 St. Edna 10,673,207 10,673,207 2.7160% - 49,481 49,481
24 Grant Cuesta 9,755,031 9,755,031  2.4823% - 45,224 45,224
25 Los Altos 18,765,424 18,765,424  4.7752% - 86,997 86,997
27 Nebraska 12,641,013 12,641,013 3.2167% - 58,604 58,604
28 Highland 5,777,652 5,777,652  1.4702% - 26,785 26,785
29 Eagle Point 6,296,905 6,296,905 1.6023% - 29,193 29,193
30 Cedar Ridge 7,374,763 7,374,763  1.8766% - 34,189 34,189
31 Friendship 2,082,541 2,082,541  0.5299% - 9,655 9,655
39 Catered Manor 6,606,612 6,606,612 1.6812% - 30,628 30,628
41 Downey Care 7,449,837 7,449,837 1.8957% - 34,538 34,538
42 Covington Manor 10,142,573 10,142,573  2.5809% - 47,021 47,021
43 Lakeland 5,072,100 5,072,100 1.2907% - 23,514 23,514
44 Norwood Manor 5,002,962 5,002,962 1.2731% - 23,194 23,194
45 University Park 5,982,019 5,982,019 1.5222% - 27,733 27,733
46 Edgewood Manor 5,222,030 5,222,030 1.3288% - 24,209 24,209
47 Fairview Manor 7,423,316 7,423,316  1.8890% - 34,415 34,415
48 Fairborn Manor 6,960,288 6,960,288 1.7712% - 32,268 32,268
49 Georgetown Manor 5,893,769 5,893,769  1.4998% - 27,324 27,324
50 Springfield 8,481,571 8,481,571  2.1583% - 39,321 39,321
51 Versailles 7,548,669 7,548,669  1.9209% - 34,996 34,996
52 Pacific Coast 8,823,301 8,823,301  2.2452% - 40,905 40,905
53 Pacific Hills 9,511,873 9,511,873  2.4204% - 44,097 44,097
54 Encinitas 8,808,856 8,808,856  2.2416% - 40,838 40,838
55 La Jolla 10,954,128 10,954,128 2.7875% - 50,783 50,783
56 Clinton House 4,344,627 4,344,627  1.1056% 20,142 20,142
58 Waldron 5,006,296 5,006,296  1.2739% 23,209 23,209
60 McCormick's Creek 5,101,737 5,101,737  1.2982% - 23,652 23,652
62 Carson 4,130,328 4,130,328 1.0510% - 19,148 19,148
64 Arbor 6,192,915 6,192,915 1.5759% - 28,710 28,710
65 Arbor Residential 892,573 892,573  0.2271% - 4,138 4,138
66 Courtyard 3,040,812 3,040,812 0.7738% - 14,097 14,097
197 Silver Hills 12,805,398 12,805,398 3.2585% - 59,366 59,366
198 Silver Ridge 14,471,990 14,471,990 3.6826% - 67,092 67,092

800 Select Therapy

TOTAL 392,979,692 - 392,979,692 100% $ - * $ 1,821,859 * $1,821,859

* Total capital and noncapital costs from Schedule 2-2.



STATE OF CALIFORNIA

FUNCTIONAL AND REGIONAL ALLOCATIONS TO INDIVIDUAL CHAIN COMPONENTS

COVENANT CARE CALIFORNIA, LLC

FISCAL PERIOD ENDED DECEMBER 31, 2009

SCHEDULE 1-3

AUDITED
[ ALLOCATION STATISTICS FUNCTIONAL AND REGIONAL ALLOCATIONS
FAC. REPORTED ADJUSTMENT AUDITED AUDITED| FUNCTIONAL REGIONAL REGIONAL
# FACILITY NAME STATISTICS NO. STATISTICS RATIO | NONCAPITAL CAPITAL NONCAPITAL TOTAL

5 Huntington Park - - 0.0000% $ - $ - $ - $ -

6 Shoreline - - 0.0000% - - - -

7 Buena Vista - - 0.0000% - - - -

8 Pacific Gardens - - 0.0000% - - - -

9 Turlock - - 0.0000% - - - -
10 Turlock Residential - - 0.0000% - - - -
11 Vintage Faire - - 0.0000% - - - -
12 Vintage Faire Residential - - 0.0000% - - - -
13 Wagner Heights - - 0.0000% - - - -
14 Wagner Heights Residential - - 0.0000% - - - -
15 Emerald Gardens - - 0.0000% - - - -
16 Gilroy - - 0.0000% - - - -
17 Desert Palms - - 0.0000% - - - -
18 Valle Vista - - 0.0000% - - - -
19 Mission - - 0.0000% - - - -
20 Willow Tree - - 0.0000% - - - -
21 Royal Care - - 0.0000% - - - -
22 Palo Alto - - 0.0000% - - - -
23 St. Edna - - 0.0000% - - - -
24 Grant Cuesta - - 0.0000% - - - -
25 Los Altos - - 0.0000% - - - -
27 Nebraska 12,641,013 12,641,013 10.8642% - 424 80,121 80,545
28 Highland 5,777,652 5,777,652  4.9655% - 194 36,620 36,814
29 Eagle Point 6,296,905 6,296,905 5.4118% - 211 39,911 40,122
30 Cedar Ridge 7,374,763 7,374,763  6.3382% - 247 46,743 46,990
31 Friendship 2,082,541 2,082,541 1.7898% - 70 13,200 13,269
39 Catered Manor - - 0.0000% - - - -
41 Downey Care - - 0.0000% - - - -
42 Covington Manor 10,142,573 10,142,573 8.7169% - 340 64,286 64,626
43 Lakeland 5,072,100 5,072,100 4.3592% - 170 32,148 32,318
44 Norwood Manor 5,002,962 5,002,962 4.2997% - 168 31,710 31,877
45 University Park 5,982,019 5,982,019 5.1412% - 201 37,915 38,116
46 Edgewood Manor 5,222,030 5,222,030 4.4880% - 175 33,098 33,273
47 Fairview Manor 7,423,316 7,423,316 6.3799% - 249 47,051 47,299
48 Fairborn Manor 6,960,288 6,960,288 5.9820% - 233 44,116 44,349
49 Georgetown Manor 5,893,769 5,893,769 5.0653% - 198 37,356 37,553
50 Springfield 8,481,571 8,481,571  7.2894% - 284 53,758 54,042
51 Versailles 7,548,669 7,548,669  6.4876% - 253 47,845 48,098
52 Pacific Coast - - 0.0000% - - - -
53 Pacific Hills - - 0.0000% - - - -
54 Encinitas - - 0.0000% - - - -
55 La Jolla - - 0.0000% - - - -
56 Clinton House 4,344,627 4,344,627  3.7339% - 146 27,537 27,683
58 Waldron 5,006,296 5,006,296 4.3026% - 168 31,731 31,899
60 McCormick's Creek 5,101,737 5,101,737 4.3846% - 171 32,336 32,507
62 Carson - 5 - 0.0000% 32,048 - - 32,048
64 Arbor - 15 - 0.0000% 39,157 - - 39,157
65 Arbor Residential - 1 - 0.0000% 5,644 - - 5,644
66 Courtyard - 5 - 0.0000% 19,400 - - 19,400

197 Silver Hills - - 0.0000% - - - -

198 Silver Ridge - - 0.0000% - - - -

800 Select Therapy 19,674,389 19,674,389  0.0000% 233,400 - - 233,400
TOTAL 136,029,220 136,029,220 100% $ 329,649 * $ 3900 * $ 737,481 * $1,071,030

* Total capital and noncapital costs from Schedule 2-3 and 2-4.




STATE OF CALIFORNIA

COVENANT CARE CALIFORNIA, LLC
POOLED ALLOCATION TO INDIVIDUAL CHAIN COMPONENTS
FISCAL PERIOD ENDED DECEMBER 31, 2009

SCHEDULE 1-4

AUDITED
ALLOCATION STATISTICS POOLED ALLOCATIONS
FAC. REPORTED ADJUSTMENT AUDITED AUDITED

# FACILITY NAME STATISTICS SCH. G NO. STATISTICS RATIO CAPITAL NONCAPITAL TOTAL
5 Huntington Park 7,097,318 7,097,318 1.7199% $ 28,016 $ 230,323 $ 258,340
6 Shoreline 12,792,757 12,792,757  3.1001% 50,499 415,153 465,652
7 Buena Vista 12,274,538 12,274,538 2.9745% 48,453 398,336 446,789
8 Pacific Gardens 14,041,167 14,041,167 3.4026% 55,427 455,667 511,094
9 Turlock 12,437,132 12,437,132 3.0139% 49,095 403,612 452,707
10 Turlock Residential 1,094,333 1,094,333  0.2652% 4,320 35,513 39,833
11 Vintage Faire 9,288,754 9,288,754  2.2510% 36,667 301,440 338,107
12 Vintage Faire Residential 1,135,257 1,135,257 0.2751% 4,481 36,842 41,323
13 Wagner Heights 15,066,952 15,066,952 3.6512% 59,476 488,955 548,432
14 Wagner Heights Residential 1,327,007 1,327,007 0.3216% 5,238 43,064 48,303
15 Emerald Gardens 9,309,280 9,309,280 2.2560% 36,748 302,106 338,855
16 Gilroy 10,827,372 10,827,372  2.6238% 42,741 351,372 394,113

17 Desert Palms - - 0.0000% - - -
18 Valle Vista 4,657,574 4,657,574 1.1287% 18,386 151,148 169,534
19 Mission 11,825,391 11,825,391 2.8657% 46,680 383,760 430,440
20 Willow Tree 6,774,205 6,774,205 1.6416% 26,741 219,838 246,579
21 Royal Care 7,085,411 7,085,411 1.7170% 27,969 229,937 257,907
22 Palo Alto 6,708,128 6,708,128 1.6256% 26,480 217,693 244,174
23 St. Edna 10,673,207 10,673,207 2.5865% 42,132 346,369 388,501
24 Grant Cuesta 9,755,031 9,755,031  2.3640% 38,508 316,572 355,080
25 Los Altos 18,765,424 18,765,424  4.5475% 74,076 608,979 683,055
27 Nebraska 12,641,013 12,641,013 3.0633% 49,900 410,228 460,129
28 Highland 5,777,652 5,777,652  1.4001% 22,807 187,497 210,305
29 Eagle Point 6,296,905 6,296,905 1.5260% 24,857 204,348 229,205
30 Cedar Ridge 7,374,763 7,374,763  1.7872% 29,112 239,327 268,439
31 Friendship 2,082,541 2,082,541 0.5047% 8,221 67,583 75,804
39 Catered Manor 6,606,612 6,606,612 1.6010% 26,079 214,399 240,478
41 Downey Care 7,449,837 7,449,837 1.8053% 29,408 241,763 271,172
42 Covington Manor 10,142,573 10,142,573 2.4579% 40,038 329,149 369,186
43 Lakeland 5,072,100 5,072,100 1.2291% 20,022 164,601 184,623
44 Norwood Manor 5,002,962 5,002,962 1.2124% 19,749 162,357 182,106
45 University Park 5,982,019 5,982,019 1.4496% 23,614 194,130 217,743
46 Edgewood Manor 5,222,030 5,222,030 1.2655% 20,614 169,466 190,080
47 Fairview Manor 7,423,316 7,423,316  1.7989% 29,303 240,903 270,206
48 Fairborn Manor 6,960,288 6,960,288 1.6867% 27,476 225,877 253,352
49 Georgetown Manor 5,893,769 5,893,769 1.4283% 23,266 191,266 214,531
50 Springfield 8,481,571 8,481,571 2.0554% 33,481 275,245 308,726
51 Versailles 7,548,669 7,548,669 1.8293% 29,798 244,971 274,769
52 Pacific Coast 8,823,301 8,823,301 2.1382% 34,830 286,335 321,165
53 Pacific Hills 9,511,873 9,511,873  2.3050% 37,548 308,681 346,229
54 Encinitas 8,808,856 8,808,856 2.1347% 34,773 285,867 320,639
55 La Jolla 10,954,128 10,954,128 2.6546% 43,241 355,485 398,727
56 Clinton House 4,344,627 4,344,627 1.0528% 17,150 140,993 158,143
58 Waldron 5,006,296 5,006,296 1.2132% 19,762 162,465 182,227
60 McCormick's Creek 5,101,737 5,101,737 1.2363% 20,139 165,563 185,701
62 Carson 4,130,328 4,130,328 1.0009% 16,304 134,038 150,343
64 Arbor 6,192,915 6,192,915 1.5008% 24,446 200,974 225,420
65 Arbor Residential 892,573 892,573 0.2163% 3,523 28,966 32,489
66 Courtyard 3,040,812 3,040,812 0.7369% 12,004 98,681 110,685
197 Silver Hills 12,805,398 12,805,398 3.1032% 50,549 415,563 466,112
198 Silver Ridge 14,471,990 14,471,990 3.5071% 57,128 469,648 526,776
800 Select Therapy 19,674,389 19,674,389 4.7678% 77,664 638,477 716,141
TOTAL 412,654,081 - 412,654,081 100% $1,628,942 * $ 13,391,526 * $ 15,020,468

* Total capital and noncapital costs from Schedule 2-5.




STATE OF CALIFORNIA SCHEDULE 2
COVENANT CARE CALIFORNIA, LLC
SUMMARY OF AUDITED ALLOWABLE COSTS
FISCAL PERIOD ENDED DECEMBER 31, 2009
AUDITED AUDITED AUDITED AUDITED AUDITED
SNF NON-NURSING  SNF NURSING FUNCTIONAL REGIONAL POOLED
COST CENTER DESCRIPTION COSTS COSTS COSTS COSTS COSTS

(Schedule 2-1)

(Schedule 2-2)

(Schedule 2-3)

(Schedule 2-4)

(Schedule 2-5)

1 N/A

2 N/A

3 N/A

4 Buildings and Fixtures
5 Movable Equipment

6 Subtotal

7 Insurance Premiums
8 Taxes and Licenses
9 Other
10 Subtotal
SUBTOTAL CAPITAL RELATED

11 Salaries of Officers
12 Salaries and Wages of Others
13 Payroll Taxes
14 Employee Benefits - PR Related
15 Employee Benefits - Non PR Related
16 Profit Sharing/Pension Plans
17 Legal Fees
18.0 Auditing and Accounting Fees
18.1 SNF Functional Costs
18.2 Education
18.3 Fines and Penalties
18.4 Administrative Costs
18.5 Purchased Services/Consulting
19 Utilities
20 Communications
21 Travel and Entertainment
22 Transportation
23 Supplies
24 Minor Equipment Expensed
25 Repairs and Maintenance
26 Dues and Subscriptions
27 Contributions
28 Insurance Premiums - Non Cap Rel
29 Taxes and Licenses - Non Cap Rel
30 Interest Expense
31 Other - Interest Credit
32 Other - Lease Acquisition Cost
33 Loan Costs
34 Other Reimbursable
35 Other Nonreimbursable
36 SUBTOTAL NONCAPITAL RELATED
37 TOTAL EXPENSES

$ -8 -8 - % 3,900 $ 841,370

- - - - 599,947

$ - 3 - 3 - 5 3,900 $ 1,441,317

$ -8 -8 -3 -8 176,922

- - - - 10,703

$ - $ - $ - $ - $ 187,625

$ - 3 - 3 - 5 3,000 $ 1,628,942
$ - $ - $ - $ - $ -

1,647,255 1,146,900 172,710 488,917 5,519,760

109,566 107,590 10,664 40,945 360,717

131,744 130,872 - 38,085 936,159

127,560 106,904 15,439 36,199 285,460

) . ; - 509,400

- - - - 695,573

55,572 2,411 19,912 1,995 8,125

(736) - - 1,677 815,418

84,484 13,870 68,585 3,347 1,584,082

32,367 18,256 3,505 24,229 130,607

198,670 274,440 34,788 94,561 292,364

(8,960) 2,513 316 5,187 128,257

472 28 3,500 857 84,109

- - - - 442,285

150 5,306 230 705 13,589

- - - - 322,556

- 269 - 203 17,286

- - - - 1,100,693

104 12,500 - 574 145,086

$ 2378248 $ 1,821,859 $ 329,649 $ 737,481 $ 13,391,526

$ 2378248 $ 1,821,859 _$ 329,649 $ 741,381 $ 15,020,468




STATE OF CALIFORNIA SCHEDULE 2-1

COVENANT CARE CALIFORNIA, LLC
SUMMARY OF AUDITED SNF NON - NURSING COSTS
FISCAL PERIOD ENDED DECEMBER 31, 2009

ADJ. REPORTED MEDI-CAL AUDITED
SNF NON - NURSING SNF NON - NURSING
COST CENTER DESCRIPTION NO. COSTS ADJUSTMENTS COSTS
1 N/A
2 N/A
3 N/A
4 Buildings and Fixtures $ - $ -
5 Movable Equipment - -
6 Subtotal $ - $ - $ -

7 Insurance Premiums $ - $ -
8 Taxes and Licenses - -
9 Other - -
10 Subtotal

SUBTOTAL CAPITAL RELATED $ - $ - $ -

©
1

152
1

152

11 Salaries of Officers $ -
12 Salaries and Wages of Others 1,647,255
13 Payroll Taxes 109,566 109,566
14 Employee Benefits - PR Related 131,744 131,744
15 Employee Benefits - Non PR Related 127,560 127,560
16 Profit Sharing/Pension Plans - -
17 Legal Fees - -
18.0 Auditing and Accounting Fees - -
18.1 SNF Functional Costs - -
18.2 Education 55,572 55,572
18.3 Fines and Penalties - -
18.4 Administrative Costs (736) (736)
18.5 Purchased Services/Consulting 84,484 84,484
19 Utilities - -
20 Communications 32,367 32,367
21 Travel and Entertainment 198,670 198,670
22 Transportation - -
23 Supplies (8,960) (8,960)
24 Minor Equipment Expensed 472 472
25 Repairs and Maintenance - -
26 Dues and Subscriptions 150 150
27 Contributions - -
28 Insurance Premiums - Non Cap Rel - -
29 Taxes and Licenses - Non Cap Rel - -
30 Interest Expense - -
31 Other - Interest Credit - -
32 Other - Lease Acquisition Costs - -
33 Loan Costs - -
34 Other Reimbursable 104 104
35 Other Nonreimbursable - -
36 SUBTOTAL NONCAPITAL RELATED $ 2,378,248 % - $ 2,378,248
37 TOTAL EXPENSES $ 2,378,248 $ - $ 2,378,248

(Schedule 2)




STATE OF CALIFORNIA

COVENANT CARE CALIFORNIA, LLC
SUMMARY OF AUDITED SNF NURSING COSTS
FISCAL PERIOD ENDED DECEMBER 31, 2009

SCHEDULE 2-2

COST CENTER DESCRIPTION

ADJ.

NO.

REPORTED
SNF NURSING
COSTS

MEDI-CAL

ADJUSTMENTS

AUDITED
SNF NURSING
COSTS

1 N/A

2 N/A

3 N/A

4 Buildings and Fixtures
5 Movable Equipment

6 Subtotal

7 Insurance Premiums
8 Taxes and Licenses
9 Other

10 Subtotal

SUBTOTAL CAPITAL RELATED

11 Salaries of Officers
12 Salaries and Wages of Others
13 Payroll Taxes
14 Employee Benefits - PR Related
15 Employee Benefits - Non PR Related
16 Profit Sharing/Pension Plans
17 Legal Fees
18.0 Auditing and Accounting Fees
18.1 SNF Functional Costs
18.2 Education
18.3 Fines and Penalties
18.4 Administrative Costs
18.5 Purchased Services/Consulting
19 Utilities
20 Communications
21 Travel and Entertainment
22 Transportation
23 Supplies
24 Minor Equipment Expensed
25 Repairs and Maintenance
26 Dues and Subscriptions
27 Contributions
28 Insurance Premiums - Non Cap Rel
29 Taxes and Licenses - Non Cap Rel
30 Interest Expense
31 Other - Interest Credit
32 Other - Lease Acquisition Costs
33 Loan Costs
34 Other Reimbursable
35 Other Nonreimbursable
36 SUBTOTAL NONCAPITAL RELATED
37 TOTAL EXPENSES

©*

1,146,900
107,590
130,872
106,904

12,500

12,500

1,821,859

$ -

1,821,859

1,821,859

$ -

1,821,859

(Schedule 2)




STATE OF CALIFORNIA

COVENANT CARE CALIFORNIA, LLC

SUMMARY OF AUDITED FUNCTIONAL COSTS
FISCAL PERIOD ENDED DECEMBER 31, 2009

SCHEDULE 2-3

COST CENTER DESCRIPTION

ADJ.
NO.

REPORTED

MEDI-CAL

AUDITED

FUNCTIONAL COSTS ADJUSTMENTS FUNCTIONAL COSTS

1 N/A

2 N/A

3 N/A

4 Buildings and Fixtures
5 Movable Equipment

6 Subtotal

7 Insurance Premiums
8 Taxes and Licenses
9 Other

10 Subtotal

SUBTOTAL CAPITAL RELATED

11 Salaries of Officers
12 Salaries and Wages of Others
13 Payroll Taxes
14 Employee Benefits - PR Related
15 Employee Benefits - Non PR Related
16 Pension Plans
17 Legal Fees
18.0 Auditing and Accounting Fees
18.1 SNF Functional Costs
18.2 Education
18.3 Fines and Penalties
18.4 Administrative Costs
18.5 Purchased Services/Consulting
19 Utilities
20 Communications
21 Travel and Entertainment
22 Transportation
23 Supplies
24 Minor Equipment Expensed
25 Repairs and Maintenance
26 Dues and Subscriptions
27 Contributions
28 Insurance Premiums - Non Cap Rel
29 Taxes and Licenses - Non Cap Rel
30 Interest Expense
31 Other - Interest Credit
32 Other - Lease Acquisition Costs
33 Loan Costs
34 Other Reimbursable
35 Other Nonreimbursable

36 SUBTOTAL NONCAPITAL RELATED

37 TOTAL EXPENSES

15

“

&

&

(863,175)

$ 1,192,824

$

(863,175)

$

329,649

$ 1,192,824

$

(863,175)

$

329,649

(Schedule 2)




STATE OF CALIFORNIA SCHEDULE 2-4
COVENANT CARE CALIFORNIA, LLC
SUMMARY OF AUDITED REGIONAL COSTS
FISCAL PERIOD ENDED DECEMBER 31, 2009

ADJ. REPORTED MEDI-CAL AUDITED
COST CENTER DESCRIPTION NO. REGIONAL COSTS ADJUSTMENTS REGIONAL COSTS
1 N/A
2 N/A
3 N/A
4 Buildings and Fixtures $ 3,900 $ 3,900
5 Movable Equipment -
6 Subtotal $ 3,900 $ - $ 3,900
7 Insurance Premiums $ - $ -
8 Taxes and Licenses - -
9 Other - -
10 Subtotal $ - $ - $ -
SUBTOTAL CAPITAL RELATED $ 3,900 $ - $ 3,900
11 Salaries of Officers $ - $ -
12 Salaries and Wages of Others 488,917 488,917
13 Payroll Taxes 40,945 40,945
14 Employee Benefits - PR Related 38,085 38,085

15 Employee Benefits - Non PR Related 36,199 36,199

16 Profit Sharing/Pension Plans - -

17 Legal Fees - -
18.0 Auditing and Accounting Fees - -
18.1 SNF Functional Costs - -
18.2 Education 1,995 1,995

18.3 Fines and Penalties - -

18.4 Administrative Costs 1,677 1,677

18.5 Purchased Services/Consulting 3,347 3,347
19 Utilities - -
20 Communications 24,229 24,229
21 Travel and Entertainment 94,561 94,561
22 Transportation - -
23 Supplies 5,187 5,187
24 Minor Equipment Expensed 857 857
25 Repairs and Maintenance - -
26 Dues and Subscriptions 705 705

27 Contributions - -
28 Insurance Premiums - Non Cap Rel - -
29 Taxes and Licenses - Non Cap Rel 203 203
30 Interest Expense - -
31 Other - Interest Credit - -
32 Other - Lease Acquisition Costs - -
33 Loan Costs - -

34 Other Reimbursable 574 574
35 Other Nonreimbursable - -

36 SUBTOTAL NONCAPITAL RELATED $ 737,481 $ - $ 737,481
37 TOTAL EXPENSES $ 741,381 $ - $ 741,381

(Schedule 2)



STATE OF CALIFORNIA

COVENANT CARE CALIFORNIA, LLC
SUMMARY OF AUDITED POOLED COSTS

FISCAL PERIOD ENDED DECEMBER 31, 2009

SCHEDULE 2-5

ADJ. REPORTED MEDI-CAL AUDITED
COST CENTER DESCRIPTION NO. POOLED COSTS ADJUSTMENTS POOLED COSTS
1 N/A
2 N/A
3 N/A
4 Buildings and Fixtures 2,3 $ 2,823,194 $ (1,981,824) $ 841,370
5 Movable Equipment 3 1,363,824 (763,877) 599,947
6 Subtotal $ 4,187,018 $ (2,745,701) $ 1,441,317
7 Insurance Premiums $ 176,922 $ 176,922
8 Taxes and Licenses 10,703 10,703
9 Other - -
10 Subtotal $ 187,625 $ - $ 187,625
SUBTOTAL CAPITAL RELATED $ 4,374,643 $ (2,745,701) $ 1,628,942
11 Salaries of Officers $ - $ -
12 Salaries and Wages of Others 5,519,760 5,519,760
13 Payroll Taxes 360,717 360,717
14 Employee Benefits - PR Related 936,159 936,159
15 Employee Benefits - Non PR Related 285,460 285,460
16 Pension Plans - -
17 Legal Fees 1,4 456,926 52,474 509,400
18.0 Auditing and Accounting Fees 695,573 695,573
18.1 SNF Functional Costs - -
18.2 Education 8,125 8,125
18.3 Fines and Penalties - -
18.4 Administrative Costs 815,418 815,418
18.5 Purchased Services/Consulting 1,584,082 1,584,082
19 Utilities - -
20 Communications 130,607 130,607
21 Travel and Entertainment 292,364 292,364
22 Transportation - -
23 Supplies 128,257 128,257
24 Minor Equipment Expensed 84,109 84,109
25 Repairs and Maintenance 442,285 442,285
26 Dues and Subscriptions 13,589 13,589
27 Contributions - -
28 Insurance Premiums - Non Cap Rel 322,556 322,556
29 Taxes and Licenses - Non Cap Rel 17,286 17,286
30 Interest Expense 1,100,693 1,100,693
31 Other - Interest Credit - -
32 Other - Lease Acquisition Costs - -
33 Loan Costs - -
34 Other Reimbursable 145,086 145,086
35 Other Nonreimbursable - -
36 SUBTOTAL NONCAPITAL RELATED $ 13,339,052 $ 52,474 $ 13,391,526
37 TOTAL EXPENSES $ 17,713,695 $ (2,693,227) $ 15,020,468

(Schedule 2)
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