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INDEPENDENT AUDITORS’ REPORT

Board of Trustees
The Estaugh T/A Medford Leas and Controlled Entity
Medford, New Jersey

Report on the Audits of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of The Estaugh T/A Medford Leas and
Controlled Entity, which comprise the consolidated balance sheets as of March 31, 2026 and 2025, and

the related consolidated statement of operations, changes in net assets, and cash flows for the years
then ended, and the related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of The Estaugh T/A Medford Leas and Controlled Entity as of March 31,
2026 and 2025, and the results of its operations and changes in its net assets and its cash flows for the
years then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of The Estaugh T/A Medford Leas and Controlled Entity and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audits. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

CLAglobal.com/disclaimer
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Board of Trustees
The Estaugh T/A Medford Leas and Controlled Entity

In preparing the consolidated financial statements, management is required to evaluate whether there
are conditions or events, considered in the aggregate, that raise substantial doubt about The Estaugh
T/A Medford Leas and Controlled Entity’s ability to continue as a going concern within one year after
the date that the financial statements are issued.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and, therefore, is not a guarantee that an audit conducted in accordance with GAAS will always detect
a material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Estaugh T/A Medford Leas and Controlled Entity’s internal
control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about The Estaugh T/A Medford Leas and Controlled Entity’s ability
to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.
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Board of Trustees
The Estaugh T/A Medford Leas and Controlled Entity

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements
as a whole. The consolidating balance sheets and statements of operations are presented for purposes
of additional analyses 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 GAAS. In our opinion, the information is fairly stated in all material
respects in relation to the consolidated financial statements as a whole.

@@MM%/% L7

CliftonLarsonAllen LLP

Timonium, Maryland
July 27, 2026
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THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY

CONSOLIDATED BALANCE SHEETS

MARCH 31, 2026 AND 2025

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Accounts Receivable, Residents
Allowance for Credit Losses
Accounts Receivable, Other
Prepaid Expenses and Other Current Assets
Total Current Assets

ASSETS WHOSE USE IS LIMITED

BENEFICIAL INTEREST IN SPLIT-INTEREST AGREEMENTS HELD

BY OTHERS AND PERPETUAL TRUSTS
PROPERTY AND EQUIPMENT, NET
DERIVATIVE FINANCIAL INSTRUMENT
OTHER ASSETS
Total Assets
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Current Maturities of Long-Term Debt
Accounts Payable
Accrued Expenses
Total Current Liabilities
REFUNDABLE ENTRANCE FEES AND DEPOSITS
DEFERRED REVENUE FROM ADVANCE FEES
LONG-TERM DEBT
OTHER LIABILITIES
Total Liabilities
NET ASSETS
Without Donor Restrictions
With Donor Restrictions

Total Net Assets

Total Liabilities and Net Assets

See accompanying Notes to Consolidated Financial Statements.
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2026 2025
$ 6,949,163 $ 7,100,282
652,132 599,089
(43,524) (43,611)
17,831 -
371,591 454,904
7,947,193 8,110,664
75,913,728 62,111,570
2,979,329 2,824,537
109,986,122 105,143,403
1,362,237 1,255,352
308,882 392,955

$ 198,497,491

$ 179,838,481

$ 934,055 $ 536,358
1,392,392 2,039,028
2,501,452 3,291,725
4,827,899 5,867,111

34,059,244 36,086,658
45,763,746 40,459,294
35,085,197 24,504,034
486,715 576,454
120,222,801 107,493,551
63,432,603 59,143,369
14,842,087 13,201,561
78,274,690 72,344,930

$ 198,497,491

$ 179,838,481




THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
CONSOLIDATED STATEMENTS OF OPERATIONS
YEARS ENDED MARCH 31, 2026 AND 2025

2026 2025
NET ASSETS WITHOUT DONOR RESTRICTIONS
Revenues, Gains, and Other Support:
Resident Service Revenue, Net, Including
Amortization of Entrance Fees of $5,733,110 in 2026
and $5,255,658 in 2025 $ 37,558,397 $ 34,402,079
Other Resident Service Revenues 646,687 450,296
Contributions and Bequests 19,796 300
Investment Income, Net 4,662,097 1,845,588
Net Assets Released from Restrictions 345,112 378,001
Total Revenues, Gains, and Other Support 43,232,089 37,076,264
Expenses:
Operations 3,157,781 2,974,020
Outpatient Health Center and Physician 1,895,358 1,849,863
Skilled Nursing 1,471,076 1,434,957
Health Services, Administration 563,337 531,537
Dining 5,310,806 4,979,066
Support Services Departments 4,052,387 3,942,563
Assisted Living 4,293,189 3,881,880
Administration 3,613,971 3,395,218
Community Wide 7,179,617 6,794,458
Interest 776,061 380,587
Depreciation 8,800,345 7,702,751
Total Expenses 41,113,928 37,866,900
Operating Income (Loss) 2,118,161 (790,636)
CHANGE IN UNREALIZED GAINS AND LOSSES
ON INVESTMENTS 2,064,188 679,443
CHANGE IN FAIR VALUE OF DERIVATIVE FINANCIAL
INSTRUMENT 106,885 394,731
Revenues, Gains and Other Support in Excess of Expenses
and Increase in Net Assets Without Donor Restrictions $ 4,289,234 $ 283,538

See accompanying Notes to Consolidated Financial Statements.
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THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS
YEARS ENDED MARCH 31, 2026 AND 2025

2026 2025
NET ASSETS WITHOUT DONOR RESTRICTIONS
Increase in Net Assets Without Donor Restrictions $ 4,289,234 $ 283,538
NET ASSETS WITH DONOR RESTRICTIONS
Contributions 538,413 267,538
Interest and Dividend Income 298,816 269,463
Realized Gains (Losses) on Investments 593,863 7,076
Change in Unrealized Gains on Investments 399,754 197,448
Valuation Gain, Split-interest Agreements 6,216 114,890
Valuation Gain (Loss), Beneficial Interest in Perpetual Trusts 148,576 (1,969)
Net Assets Released From Restrictions for Operations (345,112) (378,001)
INCREASE IN NET ASSETS WITH DONOR
RESTRICTIONS 1,640,526 476,445
INCREASE IN NET ASSETS 5,929,760 759,983
Net Assets - Beginning of Year 72,344,930 71,584,947
NET ASSETS - END OF YEAR $ 78,274,690 $ 72,344,930

See accompanying Notes to Consolidated Financial Statements.
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THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
STATEMENTS OF CASH FLOWS

YEARS ENDED MARCH 31, 2026 AND 2025

CASH FLOWS FROM OPERATING ACTIVITIES
Increase in Net Assets
Adjustments to Reconcile Increase in Net Assets to Net
Cash Provided by Operating Activities:
Depreciation
Amortization of Deferred Financing Cost
Amortization of Entrance Fees
Amortization of Deferred Lease
Proceeds from Nonrefundable Portion of Resident Entrance
Fees and Deposits
Net Realized and Unrealized (Gain) Loss on Investments
Valuation (Gain) Loss, Split-Interest Agreements
Valuation (Gain) Loss, Beneficial Interest in Perpetual Trusts
Change in Fair Value of Derivative Financial Instrument
Changes in Assets and Liabilities:
Accounts Receivable, Residents
Accounts Receivable, Other
Prepaid Expenses and Other Current Assets
Accounts Payable
Accrued Expenses
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Assets Whose Use is Limited, Net
Purchases of Property and Equipment

Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Long-Term Debt
Payments of Principal on Long-Term Debt
Proceeds from Refundable Portion of Resident Entrance Fees
and Deposits
Refunds of Entrance Fees
Net Cash Provided by Financing Activities

NET CHANGE IN CASH, CASH EQUIVALENTS AND
RESTRICTED CASH AND CASH EQUIVALENTS

Cash, Cash Equivalents and Restricted Cash and Cash
Equivalents - Beginning of Year

CASH, CASH EQUIVALENTS AND RESTRICTED CASH AND
CASH EQUIVALENTS - END OF YEAR

See accompanying Notes to Consolidated Financial Statements.
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2026 2025
5,929,760 $ 759,983
8,800,345 7,702,751

18,948 18,948
(5,733,110) (5,255,658)
(5,666) (5,666)
9,839,840 9,194,039
(6,282,677) (1,216,106)
(6,216) (114,890)
(148,576) 1,968
(106,885) (394,731)
(53,130) 231,591
(17,831) -
83,313 (107,468)
(646,636) (1,434,405)
(790,273) 1,661,045
10,881,206 11,041,401
(3,559,089) (2,164,020)
(13,643,064) (21,829,547)
(17,202,153) (23,993,567)
11,496,270 12,650,000
(536,358) -
994,400 4,673,240
(1,824,092) (2,091,057)
10,130,220 15,232,183
3,809,273 2,280,017
11,945,482 9,665,465
15,754,755 $  11,945482




THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
STATEMENTS OF CASH FLOWS (CONTINUED)
YEARS ENDED MARCH 31, 2026 AND 2025

2026 2025

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest Paid, Net of Amounts Capitalized $ 776,061 $ 385,320

SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING
AND FINANCING ACTIVITIES
Accounts Payable Incurred for the Purchase of Property
and Equipment $ 203,960 $ 1,218,673

RECONCILIATION OF CASH, CASH EQUIVALENTS AND
RESTRICTED CASH AND CASH EQUIVALENTS TO CONSOLIDATED
BALANCE SHEETS
Cash and Cash Equivalents $ 6,949,163 $ 7,100,282
Restricted Cash and Cash Equivalents Included
in Assets Whose Use is Limited 8,805,592 4,845,200

Total Cash, Cash Equivalents and Restricted
Cash and Cash Equivalents $ 15,754,755 $ 11,945.482

See accompanying Notes to Consolidated Financial Statements.
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NOTE 1

NOTE 2

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

ORGANIZATION

The Estaugh T/A Medford Leas and Controlled Entity (the Community), a nonprofit
corporation, whose governing body includes Members of the Religious Society of Friends
(Quakers), is a continuing care retirement community providing housing, health care, and
other related services to older adults through the operation of 394 independent living
apartments, 119 comprehensive personal care apartments and a 14-bed skilled nursing
facility (licensed for a 24-bed skilled nursing facility). The Community is located in Medford,
New Jersey and Lumberton, New Jersey.

In 2006, the Community formed ML Housing, LLC, a New Jersey limited liability company.
The Community is the sole member of ML Housing, LLC.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements include the accounts of the Community and ML
Housing, LLC (collectively, the Company). All intercompany balances and transactions have
been eliminated in consolidation.

Cash, Cash Equivalents and Restricted Cash and Cash Equivalents

Cash and cash equivalents include investments in highly liquid debt instruments purchased
with an original maturity of three months or less, excluding assets whose use is limited. For
purposes of the consolidated statements of cash flows, cash and cash equivalents and
restricted cash and cash equivalents include assets whose use is limited purchased with an
initial maturity of three months or less.

Accounts Receivable, Residents

Accounts receivable are reported separate from the allowance for credit losses, which
represents the Community's estimate of expected losses at the consolidated balance sheets
date. Accounts are written off when they are determined to be uncollectible. The adequacy
of the Community's allowance for credit losses is reviewed on an ongoing basis, using
historical payment trends, write-off experience, analyses of receivable portfolios by payor
source and aging of receivables, a review of specific accounts, and expected future
economic conditions and market trends. Adjustments are made to the allowance as
necessary.

Residents are not required to provide collateral for services rendered. Payment for services
is required within 30 days of receipt of invoice or claim submitted. Accounts more than 90
days past due are individually analyzed for collectability. When all collection efforts have
been exhausted, the account is written off against the related allowance.

Management believes that the composition of receivables at fiscal year-end is consistent

with historical conditions as credit terms and practices and the customer base has not
changed significantly.
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NOTE 2

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Accounts Receivable, Residents (Continued)

Changes in the allowance for credit losses for the years ended March 31, 2026 and 2025
were as follows:

2026 2025
Allowance for Credit Losses:
Balance, Beginning of Year $ 43,611 $ 50,991
Provision for Losses - -
Amounts Written-Off (87) (7,380)
Balance, End of Year $ 43,524 $ 43,611

The balances in accounts receivable were $670,050, $599,089, and $838,060 as of March
31, 2026, March 31, 2025, and April 1, 2024, respectively.

Investments and Investment Risk

Investments in equity securities with readily determinable fair values and all investments in
debt securities are measured at fair value in the accompanying consolidated balance
sheets. Investment income or loss (including realized and unrealized gains and losses on
investments, interest and dividends) is included in revenues, gains and other support in
excess of expenses unless the income or loss is restricted by donor or law. Interest income
is measured as earned on the accrual basis. Dividends are measured based on the ex-
dividend date. Purchases and sales of securities and realized gains and losses are recorded
on a trade-date basis.

The Community's investments are comprised of a variety of financial instruments and are
managed by investment advisors. The fair value reported in the accompanying consolidated
balance sheets is subject to various risks, including changes in the equity markets, the
interest rate environment and general economic conditions. Due to the level of risk
associated with certain investment securities and the level of uncertainty related to changes
in the fair value of investment securities, it is reasonably possible that the amounts reported
in the accompanying consolidated balance sheets could change materially in the near term.

Assets Whose Use is Limited

Assets whose use is limited includes assets held under statutory reserve requirements,
assets set aside by the board of trustees, over which the board of trustees retains control
and may, at its discretion, subsequently use for other purposes and donor-restricted funds.

(10)



NOTE 2

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property and Equipment

Property and equipment acquisitions are recorded at cost. Depreciation is computed using
the straight-line method over the estimated useful lives of each asset class. Estimated
useful lives are 5-t0-20 years for land improvements, 5-t0-30 years for buildings and
improvements, and 4-to-10 years for equipment and furnishings.

Gifts of long-lived assets such as land, buildings or equipment are reported as support
without donor restrictions, unless explicit donor stipulations specify how the donated assets
must be used.

Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used
and gifts of cash or other assets that must be used to acquire long-lived assets are reported
as support with donor restrictions. Absent explicit donor stipulations about how long those
long-lived assets must be maintained, expirations of donor restrictions are reported when
the donated or acquired long-lived assets are placed in service.

Interest is capitalized for assets that require a period of time to be constructed or prepare
them for their intended use. The amount of interest capitalized was $478,811 in 2026. The
amount of interest capitalized was $549,751 in 2025.

Split-Interest Agreements

The Community has received as contributions charitable gifts annuities under arrangements
with trustees. The arrangements represent contracts between the trustees and the donors in
which the Community has a beneficial interest. Donors transfer cash or investments to the
trustees and, in return, receive periodic distributions from the trustees. The contributions
received by the Community are the unconditional rights to receive the remainder interest of
the gift annuities. The amount of the asset recorded is the difference between the current
value of the Community's benefit in the trust reduced by the present value of the estimated
future payments to be distributed by the trustees to the annuitants.

Contributions recognized under split-interest agreements are recorded as increases in net
assets with donor restrictions. If assets become available for unrestricted use upon
termination of the agreements, appropriate amounts are reclassified from net assets with
donor restrictions to net assets without donor restrictions.

Beneficial Interest in Perpetual Trusts

The Community has been designated the beneficiary under several perpetual trusts. A
perpetual trust is held by a third party and is an arrangement in which the donor establishes
and funds a trust to exist in perpetuity that is administered by an individual or organization
other than the beneficiary.

(11)



NOTE 2

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Beneficial Interest in Perpetual Trusts (Continued)

The Community has the irrevocable right to receive the income earned on the trust's assets
but will never receive the assets themselves. The Community recognizes contribution
revenue at the time an irrevocable trust is created, at the fair value of the trust's assets,
which approximates the discounted present value of cash flows from the beneficial interest.
The Community revalues its interest in the perpetual trusts annually and reports any gains
or losses as changes in the value of the trusts with donor restrictions in the consolidated
statements of changes in net assets.

Resident Deposits

Resident deposits, included in assets whose use is limited, represent waiting list deposits
paid to reserve a residence at the Community. These deposits become part of the entrance
fees when the resident moves in, or are fully refundable at the residents' discretion, net of a
processing fee.

Derivative Financial Instrument

The Community entered into an interest rate swap agreement, which is considered a
derivative financial instrument, to manage the variable rate interest payments due on its
long-term debt (Note 7). The interest rate swap agreement is reported at fair value in the
consolidated balance sheets and related changes in fair value are reported in the
consolidated statements of operations.

Deferred Revenue From Advance Fees

Under certain entrance fee plans for independent living units, the Community receives
payments in advance. Residents have four entrance fee plan options, three refundable
options and one nonrefundable option.

The Traditional Residence and Care Agreement specifies that entrance fees, net of a 10%
processing and refurbishing fee, are refundable to the resident on a declining balance basis
amortized at 2% per month after residency is established. The Traditional Residence and
Care Agreement has no guaranteed refund component and is refundable on a decreasing
basis for 45 months, after which no refund is due or payable. The full amount of the
Traditional Residence and Care Agreement is recorded as deferred revenue and amortized
to income using the straight-line method over the estimated remaining life expectancy of the
resident, which approximates the period of time that services under the resident agreements
are expected to be transferred to residents and the Community's performance obligation to
the residents is satisfied.

Under the Refundable Residence and Care Agreement, 20% of the entrance fees are
nonrefundable. Nonrefundable fees are recorded as deferred revenue upon receipt and
amortized to income using the straight-line method over the estimated remaining life
expectancy of the resident, which approximates the period of time that services under the
resident agreements are expected to be transferred to residents and the Community's
performance obligation to the residents is satisfied. Refundable fees are recorded as
refundable entrance fees and deposits upon receipt and are not amortized into income.

(12)



NOTE 2

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Deferred Revenue From Advance Fees (Continued)

Effective April 1, 2013, the Residence Agreement has a guaranteed refund component of
90% of the initial entrance fee. Prior to April 1, 2013, the guaranteed refund component of
90% of the initial entrance fee was increased by 1% for each year the agreement remained
in force, with a maximum refund of 105%. The maijority of services provided to residents
under a Residence Agreement are paid for on a fee-for-service basis and are not included
under this entrance fee plan.

Effective April 1, 2025, the Lifecare 2 Agreement mirrors the terms of the Traditional
agreement but has a discounted entrance fee and monthly service fee, but when residents
need a higher level of care (i.e. Assisted Living), they pay a 10% discount on the published
private pay.

Entrance fee refunds were generally repaid from the proceeds upon reoccupancy of the
resident's unit through November 14, 2018. Effective November 15, 2018, once the
independent living unit has been vacated and the resident(s) has permanently left campus,
the Community will assign a sequential refund number to the unit and will, within 60 days,
provide a detailed accounting of any outstanding fees due to the Community and an
estimate of the anticipated refund amount due to the resident(s). Any refund will be paid in
order according to the resident(s) assigned refund number.

The gross amounts of contractual refund obligations under existing resident agreements
were approximately $44,752,546 and $43,587,710 at March 31, 2026 and 2025,
respectively.

The balances in deferred revenue from advance fees were $45,763,746, $40,459,294, and
$36,911,276 as of March 31, 2026, March 31, 2025, and April 1, 2024, respectively.

Obligation to Provide Future Services

The Community engages an actuary to calculate the present value of the net cost of future
services and the use of facilities to be provided to current residents and compares that
amount with the balance of deferred revenue from advance fees. If the present value of the
net cost of future services and the use of facilities exceeds deferred revenue from advance
fees, a liability is recorded (obligation to provide future services and use of facilities) with the
corresponding charge to income. Based on the last calculation performed (as of March 31,
2024), the balance of deferred revenue from advance fees exceeded the present value of
the net cost of future services and the use of facilities based on a discount rate of 5%.
Based on this calculation and the analysis of management, no liability for the obligation to
provide future services has been recorded at March 31, 2026 and 2025.

(13)



NOTE 2

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Net Assets

Net assets, revenue, gains and losses are classified based on the existence or absence of
donor- imposed restrictions. Accordingly, net assets and changes therein are classified and
reported as follows:

Net Assets Without Donor Restrictions - Net assets available for use in general
operations and not subject to donor restrictions. All revenue not restricted by donors and
donor restricted contributions whose restrictions are met in the same period in which
they are received are accounted for in net assets without donor restrictions.

Net Assets With Donor Restrictions - Net assets subject to donor-imposed restrictions.
Some donor-imposed restrictions are temporary in nature, such as those that will be met
by the passage of time or other events specified by the donor. Other donor-imposed
restrictions are perpetual in nature, where the donor stipulates that resources be
maintained in perpetuity. All revenue restricted by donors as to either timing or purpose
of the related expenditures or required to be maintained in perpetuity as a source of
investment income are accounted for in net assets with donor restrictions. When a donor
restriction expires, that is when a stipulated time restriction ends or purpose restriction is
accomplished, net assets with donor restrictions are reclassified to net assets without
donor restrictions.

Net Resident Service Revenue

Net resident service revenue is reported at the amount that reflects the consideration the
Community expects to receive in exchange for the services provided. These amounts are
due from residents or third-party payors and include variable consideration for retroactive
adjustments, if any, under reimbursement programs. Performance obligations are
determined based on the nature of the services provided. Resident service revenue is
recognized as performance obligations are satisfied.

Payment terms and conditions for the Community's resident agreements vary by contract
type and payor source, although terms generally include payment to be made within 30
days. Resident service revenue for recurring and routine monthly services due from self-pay
residents is generally billed monthly in advance. Resident service revenue for ancillary
services due from self-pay residents is generally billed monthly in arrears. Resident service
revenue due from Medicare and other third-party payor programs is billed monthly in
arrears.

Resident service revenue is primarily comprised of skilled nursing, personal care and
independent living revenue streams, which are primarily derived from providing nursing,
personal care and housing services to residents at a stated daily or monthly fee, net of any
explicit or implicit price concessions. The Community has determined that the services
included in the stated daily or monthly fee for each level of care represents a series of
distinct services that have the same timing and pattern of transfer. Therefore, the
Community considers the services provided to residents in each level of care to be one
performance obligation which is satisfied over time as services are provided. As such, skilled
nursing, personal care and independent living revenue is recognized on a daily or month-to-
month basis as services are rendered.

(14)



NOTE 2

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Net Resident Service Revenue (Continued)

The Company receives revenue for services under third-party payor programs, including
Medicare and other third-party payors. Nursing and ancillary services provided to Medicare
Part A beneficiaries are paid at prospectively determined rates per day at amounts different
from its established rates. These rates vary according to a resident-specific classification
system that is based on clinical, diagnostic and other factors and the reimbursement
methodology is subject to various limitations and adjustments. Settlements with third-party
payors for retroactive adjustments due to audits, reviews or investigations are included in
the determination of the estimated transaction price for providing services. The Community
estimates the transaction price based on the terms of the contract and correspondence with
the third-party payor and historical payment trends, and retroactive adjustments are
recognized in future periods as final settlements are determined.

Approximately 4.6% and 5.7% of the Community's net resident service revenue in 2026 and
2025, respectively, were derived from the Medicare Part A program. The remaining is
primarily derived from private pay sources. The Company recognized revenue of
$38,205,084 from goods and services that transfer to the customer over time and $-0- from
goods and services that transfer to the customer at a point in time.

Performance Indicator

The consolidated statements of operations include the determination of revenues, gains and
other support in excess of expenses. Changes in net assets without donor restriction which
are excluded from revenues, gains and other support in excess of expenses, consistent with
industry practice, include contributions of long-lived assets (including assets acquired using
contributions which by donor restriction were to be used for the purposes of acquiring such
assets).

Income Taxes

The Community is a nonprofit corporation as described in Section 501(c)(3) of the Internal
Revenue Code (IRC) and is exempt from federal income taxes on its exempt income under
Section 501(a) of the IRC and is also exempt from state and local income taxes under
similar statutes. ML Housing, LLC is a New Jersey for-profit corporation and is subject to
federal and state income taxes.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the consolidated financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could
differ from those estimates.

Subsequent Events

The Company evaluated subsequent events for recognition or disclosure through
July 27, 2026, the date the consolidated financial statements were available to be issued.
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NOTE 3

NOTE 4

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

LIQUIDITY AND AVAILABILITY OF RESOURCES

As of March 31, the Company has the following financial assets available for general
expenditure within one year of the consolidated balance sheets date:

2026 2025
Cash and Cash Equivalents $ 6,949,163 $ 7,100,282
Accounts Receivable, Net 626,439 555,478
Board-Designated Assets Whose Use is Limited,
for Operations 55,989,728 46,798,108
Total $ 63,565,330 $ 54,453,868

The Company has assets whose use is limited which are available for general expenditure
within one year in the normal course of operations. Accordingly, these assets have been
included in the qualitative information above. Additionally, certain other board-designated
assets are designed for capital improvements. These assets whose use is limited are not
available for general expenditure within the next year and are not reflected in the amounts
above. However, the board-designated amounts could be made available, if necessary.

As stated in Note 4, the Company designated a portion of its investments reserved to
comply with the requirements of the New Jersey Continuing Care Retirement Community
Regulation and Financial Disclosure Act (the Act), which are excluded from the qualitative
information above. Although the Company does not intend to utilize the Act reserve for
general expenditures as part of its annual budget and approval process, amounts
designated as Act reserves could be made available as necessary. The Act reserves are
included with the assets whose use is limited in Note 4, and do not have third-party
restrictions or limitations on the withdrawal and subsequent liquidation of such funds.

ASSETS WHOSE USE IS LIMITED

The composition of assets whose use is limited is set forth in the following table:

2026 2025
Board-Designated Funds $ 55,989,728 $ 46,798,108
Donor-Designated Funds 11,951,287 10,457,462
Project Fund 2,722,713 -
Statutory Reserve Requirements 5,250,000 4,856,000
Total $ 75,913,728 $ 62,111,570
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NOTE 4

NOTE 5

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY

NOTES TO FINANCIAL STATEMENTS

MARCH 31, 2026 AND 2025

ASSETS WHOSE USE IS LIMITED (CONTINUED)

The composition of board-designated funds, donor-designated funds, and statutory reserve

requirements is set forth in the following table:

2026 2025
Cash and Cash Equivalents $ 8,805,592 4,845,200
Exchange Traded Funds (ETF):
Equity 45,410,546 25,924,984
Fixed Income 4,528,830 4,530,381
Mutual Funds:
Equity 31,173 8,086,106
Fixed Income 1,310 -
Common Stock 8 3,490,067
Government Securities 8,879,113 7,863,379
Corporate Bonds 8,257,156 7,371,453
Total $ 75,913,728 $ 62,111,570
Investment return is comprised of the following:
2026 2025
Investment Return, Net Assets Without Donor
Restrictions:
Interest and Dividend Income $ 1,437,225 1,513,466
Realized Gains (Losses) on Investments 3,224,872 332,138
Change in Unrealized Gains and Losses on Investments 2,064,188 679,443
Total $ 6,726,285 $ 2,525,047
Investment Return, Net Assets with Donor Restrictions:
Interest and Dividend Income $ 298,816 269,463
Realized Gains (Losses) on Investments 593,863 7,077
Change in Unrealized Gains and Losses on Investments 399,754 197,448
Total $ 1,292,433 $ 473,988

Under the provisions of the Act, the Community must maintain a statutory minimum liquid
reserve as of year-end that is equal to or exceeds the greater of the total of all principal and
interest payments due during the next 12 months or 15% of total projected operating
expenses, exclusive of depreciation for the following year. The statutory minimum liquid
reserve requirement as of March 31, 2026 was $5,250,000 which is equal to 15% of the
Community's budgeted operating expenses for 2027, excluding depreciation. Management
believes that the Community is in compliance with all other requirements of the Act as of
March 31, 2026.

FAIR VALUE MEASUREMENTS

The Company measures its assets whose use is limited and beneficial interest in split-
interest agreements held by others, perpetual trusts, and derivative financial instrument at
fair value on a recurring basis in accordance with accounting principles generally accepted
in the United States of America.
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NOTE 5

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

FAIR VALUE MEASUREMENTS (CONTINUED)

Fair value is defined as the price that would be received to sell an asset or the price that
would be paid to dispose of a liability in an orderly transaction between market participants
at the measurement date. The framework that the authoritative guidance establishes for
measuring fair value includes a hierarchy used to classify the inputs used in measuring fair
value. The hierarchy prioritizes the inputs used in determining valuations into three levels.
The level in the fair value hierarchy within which the fair value measurement falls is
determined based on the lowest level input that is significant to the fair value measurement.

The levels of the fair value hierarchy are as follows:

Level 1 - Unadjusted quoted prices in active markets that are accessible to the Company
for identical assets.

Level 2 - Significant inputs, other than Level 1 inputs, that are observable either directly
or indirectly for substantially the full term of the asset through corroboration with
observable market data.

Level 3 - Significant unobservable inputs.
The fair value of the Company's assets whose use is limited and beneficial interest in split-

interest agreements held by others and perpetual trusts were measured with the following
inputs at March 31, 2026 and 2025:

2026
Fair Value Level 1 Level 2 Level 3
Reported at Fair Value
Assets:
Assets Whose Use is Limited:

ETF, Equity:
Category Large Blend $ 7,358,102 $ 7,358,102  $ - $
Foreign Large Blend 14,424,572 14,424,572 -
Real Estate 13,571 13,571 -
Large Growth 3,136,317 3,136,317
Large Blend 16,185,061 16,185,061
Large Cap 1,232,204 1,232,204
Mid-Cap Growth 2,133 2,133
Small Cap 3,027,045 3,027,045

ETF, Fixed Income:
Intermediate-Term Bond 90,407 90,407
Short-Term Bond 21,339 21,339
Short-Term Government 4,448,624 4,448,624

Mutual Funds, Equity:
Foreign Large Growth 2,268 2,268
Large Cap 6,525 6,525 -
Small Cap 14,390 14,390 -
RBC Global Asset

Management 3,013 3,013

Foreign Large Blend 4,977 4,977 -
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THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

NOTE S5 FAIR VALUE MEASUREMENTS (CONTINUED)

Mutual Funds, Fixed Income:
Inflation Protection
Intermediate Government

Common Stock:

Healthcare

Municipal Bonds

U.S. Treasury Bonds

Corporate Bonds
Total Assets Whose

Use is Limited
Beneficial Interest in
Split-interest Agreements
Held by Others
Beneficial Interest in Perpetual
Trusts
Derivative Financial Instrument

Total Assets

Reconciliation of Assets
Whose Use is Limited to the
Balance Sheet:
Assets Whose Use is Limited:
Cash and Cash
Equivalents
Assets Measured
in the Fair Value Hierarchy

Total Assets Whose Use
is Limited

Reported at Fair Value
Assets:
Assets Whose Use is Limited:
ETF, Equity:
Category Large Blend
Foreign Large Blend
Real Estate
Large Blend
Mid-Cap Growth
Small Cap
ETF, Fixed Income:
Intermediate-Term Bond
Short-Term Bond
Short-Term Government
Mutual Funds, Equity:
Foreign Large Growth
Large Growth
Large Value
Mid-Cap Blend
Large Cap
Small Cap
RBC Global Asset
Management
Foreign Large Blend

2026
Fair Value Level 1 Level 2 Level 3
$ 1,310 1,310 $ - $ -
8 8 - -
625,849 - 625,849 -
8,221,666 - 8,221,666 -
8,288,755 - 8,288,755 -
67,108,136 49,971,866 17,136,270 -
827,423 - - 827,423
2,151,906 - - 2,151,906
1,362,237 - 1,362,237 -
$ 71,449,702 49,971,866 $ 18,498,507 $ 2,979,329
$ 8,805,592
67,108,136
$ 75913728
2025
Fair Value Level 1 Level 2 Level 3
$ 8,199,450 8,199,450 $ - $ -
5,237,954 5,237,954 - -
13,853 13,853 - -
12,469,999 12,469,999 - -
1,956 1,956 - -
1,772 1,772 - -
85,368 85,368 - -
19,325 19,325 - -
4,425,688 4,425,688 - -
65,039 65,039 - -
74,000 74,000 - -
1,899,903 1,899,903 - -
1,348,633 1,348,633 - -
90,927 90,927 - -
3,486,027 3,486,027 - -
1,121,577 1,121,577 - -
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THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

NOTE S5 FAIR VALUE MEASUREMENTS (CONTINUED)

2025
Fair Value Level 1 Level 2 Level 3

Mutual Funds, Fixed Income:
Inflation Protection $ - $ - 8 - $ -
Intermediate Government - - - -
Common Stock:

Consumer Discretionary 350,860 350,860 - -
Consumer Staples 253,300 253,300 - -
Financial 722,681 722,681 - -
Healthcare 603,424 603,424 - -
Industrials 474,079 474,079 - -
Information Technology 790,024 790,024 - -
Materials 93,150 93,150 - -
Real Estate 57,469 57,469 - -
Telecommunications 72,866 72,866 - -
Energy 36,190 36,190 - -
Utilities 36,024 36,024 - -
Municipal Bonds 831,534 - 831,534 -
U.S. Treasury Bonds 7,031,845 - 7,031,845 -
Corporate Bonds 7,371,453 - 7,371,453 -
Total Assets Whose
Use is Limited 57,266,370 42,031,538 15,234,832 -

Beneficial Interest in
Split-interest Agreements

Held by Others 821,207 - - 821,207

Beneficial Interest in Perpetual
Trusts 2,003,332 - - 2,003,332
Derivative Financial Instrument 1,255,352 - 1,255,352 -
Total Assets $ 61,346,261 $ 42,031,538 $ 16,490,184 $ 2,824,539

Reconciliation of Assets
Whose Use is Limited to the
Balance Sheet:
Assets Whose Use is Limited:
Cash and Cash

Equivalents $ 4,845,200
Assets Measured
in the Fair Value Hierarchy 57,266,370

Total Assets Whose Use
62,111,570

is Limited $

ETFs, mutual funds and common stocks are valued at fair value based on quoted market
prices, which are considered Level 1 inputs.

U.S. Treasury bonds, municipal bonds and corporate bonds are valued based on estimated
qguoted market prices of similar securities and are considered Level 2 inputs.
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NOTE 5

NOTE 6

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

FAIR VALUE MEASUREMENTS (CONTINUED)

The fair values of beneficial interest in split-interest agreements held by others and
perpetual trusts were determined using the fair values of the underlying investments, which
approximates the present value of the future distributions expected to be received.

The derivative financial instrument (interest rate swap agreement) (Note 7) is measured at
fair value using information provided by a third party. The fair value takes into consideration
the prevailing interest rate environment and the specific terms and conditions of the
derivative financial instrument. The method used to determine the fair value calculates the
estimated future payments required by the derivative financial instrument and discounts
these payments using an appropriate discount rate. The value represents the estimated exit
price the Community would be paid if the interest rate swap agreement was terminated.

PROPERTY AND EQUIPMENT

A summary of property and equipment is as follows:

2026 2025

Land $ 2,897,712 $ 2,897,712
Land Improvements 9,990,888 8,732,209
Buildings and Improvements 153,791,989 137,012,414
Equipment and Furnishings 10,594,367 9,657,141

Total 177,274,956 158,299,476
Less: Accumulated Depreciation (78,382,409) (74,176,299)

Total 98,892,547 84,123,177
Construction in Progress 11,093,575 21,020,226

Property and Equipment, Net $ 109,986,122 $ 105,143,403

Construction in progress represents capitalized costs associated with renovations to existing
buildings and project costs related to the long-term development of the Community. The
Company has entered into construction contracts on two open contacts totaling
approximately $5,646,000 related to the projects.
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NOTE 7

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

LONG-TERM DEBT

In May 2023, the National Finance Authority (the Authority) issued a $37,070,371 Revenue
Bond (Revenue Bond) on behalf of the Community, which was purchased by Fulton Bank
(the Bank). The proceeds from the Revenue Bond are to be used to finance a multi-phase
capital improvement project at the Community. The Revenue Bond bears interest at a
variable rate equal to 80% of the one- month term SOFR plus 1.1% (4.34% as of March 31,
2026). The Revenue Bond was issued as a drawn- down bond with payments of interest
commencing on May 15, 2023 and monthly thereafter during the interest only period.
Payments of principal plus interest commenced monthly on January 15, 2026 in varying
installments and will continue through April 2053. The Revenue Bond is secured by a
mortgage on the property and equipment and security interest in the gross revenues of the
Community and is subject to a master trust indenture which includes various financial
covenants.

Long-Term debt is as follows at March 31:

2026 2025
Revenue Bond $ 36,534,013 $ 25,574,102
Less: Current Maturities (934,055) (536,358)
Less: Unamortized Financing Costs (514,761) (533,710)
Total Long-Term Debt $ 35,085,197 $ 24,504,034

Scheduled principal repayments on long-term debt are as follows:

Year Ending December 31, Amount
2026 $ 934,055
2027 850,803
2028 881,058
2029 912,397
2030 944,850
Thereafter 32,010,850
Total $ 36,534,013

In connection with the issuance of the Revenue Bond, the Community entered into an
interest rate swap agreement in May 2023 with a notional amount of $37,070,371 effective
June 15, 2025 and expires April 15, 2038. As of March 31, 2026, the notional amount was
$36,534,013. The variable rate on the interest rate swap agreement is based on 80% of the
one-month term SOFR plus 0.88%. The fixed rate on the interest rate swap agreement is
3.523%.

Payments to or from the counterparty will be classified as a component of interest expense.
Change in the fair value of the derivative financial instrument is included in revenues, gains
and other support in excess of expenses since the agreement is not designated as a
hedging instrument.
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NOTE 8

NOTE 9

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

LINE OF CREDIT

The Company has a $2,500,000 unsecured line of credit with a local bank as part of the
financing transaction that occurred in May 2023 (Note 7). There were no borrowings at
March 31, 2026 and 2025. The line of credit bears interest at the bank's prime rate (5.17%
at March 31, 2026).

NET ASSETS

Net assets with donor restrictions, that are subject to either a time or purpose restriction, are
available for the following purposes as of March 31:

2026 2025
Reserve for Resident Assistance $ 6,859,004 $ 6,095,902
Medford Leas Fund for Capital Purposes 487,400 361,654
Beneficial Interest in Split-interest Agreements
Held by Others 827,423 821,207
Employee Advancement 1,483,939 1,357,561
Medford Leas Assistance 846,842 755,936
Consciousness 495,977 427,911
Nursing Scholarship 568,246 375,841
Other 212,839 139,539
Total $ 11,781,670 $ 10,335,551

Net assets were released from donor restrictions by incurring charges satisfying the
restricted purposes or by occurrence of other events specified by donors, as follows:

2026 2025
Resident Financial Assistance $ 241,992 $ 320,586
Other 103,120 57,415
Total $ 345,112 $ 378,001
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NOTE 9

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

NET ASSETS (CONTINUED)

Net Assets with Donor Restrictions Held in Perpetuity

The board of trustees of the Company has interpreted the State of New Jersey UPMIFA as
requiring the preservation of the fair value of the original gift as of the gift date of the donor-
restricted endowment funds absent explicit donor stipulations to the contrary. As a result of
this interpretation, the Company classifies as net assets with donor restrictions to be
maintained in perpetuity (a) the original value of gifts donated, (b) the original value of
subsequent gifts, and (c) accumulations made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added. In accordance with
UPMIFA, the Company considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds: (1) the duration and
preservation of the various funds, (2) the purposes of the donor-restricted endowment funds,
(3) general economic conditions, (4) the possible effects of inflation and deflation, (5) the
expected total return from income and the appreciation of investments, (6) other resources
of the Company and (7) the Company's investment policies. Investment Return Objectives,
Risk Parameters and Strategies: The Company has adopted investment and spending
policies, approved by the board of trustees, for endowment assets that attempt to provide a
predictable stream of funding to programs supported by its endowment funds while also
maintaining the purchasing power of those endowment assets over the long term.
Accordingly, the investment process seeks to achieve an after-cost total real rate of return,
including investment income as well as capital appreciation, which exceeds the annual
distribution with acceptable levels of risk.

Endowment assets are invested in a well-diversified asset mix, which includes cash and
cash equivalents, equity securities and mutual funds, that is intended to result in a
consistent inflation-protected rate of return that has sufficient liquidity to grow the funds if
possible. Therefore, the Company expects its endowment assets, over time, to produce an
average rate of return that is consistent with or exceeds the market annually. Actual returns
in any given year may vary from this amount. Investment risk is measured in terms of the
total endowment fund; investment assets and allocation between asset classes and
strategies are managed to not expose the fund to unacceptable levels of risk.

Spending Policy: The donor-restricted endowment funds are invested in a manner that is
intended to meet the annual distribution, which is driven by operating goals in the year.
Actual returns in any given year may vary from these amounts. Distributions from the donor-
restricted endowment fund are primarily for nursing and education scholarships and resident
needs.

Underwater Endowments: From time to time, the fair value of assets associated with
individual donor-restricted endowment funds may fall below the level that the donor or
UPMIFA requires the Company to retain as a fund of perpetual duration. No material
deficiencies existed as of March 31, 2026 and 2025.
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THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

NOTE9 NET ASSETS (CONTINUED)

Net Assets with Donor Restrictions Held in Perpetuity (Continued)

Net assets with donor restrictions that are held in perpetuity are available for the following
purposes as of March 31:

2026 2025
Beneficial Interest in Perpetual Trusts $ 2,151,908 $ 2,003,332
Nursing Scholarship 415,477 415,477
Consciousness 154,717 154,717
Barton Arboretum 255,157 235,704
Endowment 83,158 56,780
Total $ 3,060,417 $ 2,866,010

The following are changes in net assets with donor restrictions that are held in perpetuity for
the years ended March 31:

2026 2025
Beginning of Year $ 2,866,010 $ 2,859,420
Contributions 25,768 -
Investment Income (Loss) 20,063 8,559
Change in Value of Beneficial Interest in
Perpetual Trusts Not Subject to Spending
Policy or Appropriation 148,576 (1,969)
End of Year $ 3,060,417 $ 2,866,010

NOTE 10 RETIREMENT PLAN

The Company sponsors a defined contribution pension plan covering all eligible employees.
Plan expenses were approximately $789,000 and $564,000 in 2026 in 2025, respectively.
Plan expenses include a discretionary contribution to the plan of approximately $340,000
and $118,000 in 2026 and 2025, respectively.

NOTE 11 INSURANCE COVERAGE

Medical Malpractice Coverage

The Company maintains professional liability coverage on a claims-made basis through
Peace Church Risk Retention Group, a reciprocal risk retention group. Other than for
premiums paid under this policy, no provision has been made for estimated losses.
Management believes no incidents occurred or will be asserted that will exceed the
Company's insurance coverage or will have a material adverse effect on the consolidated
financial statements.
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NOTE 11

NOTE 12

NOTE 13

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

INSURANCE COVERAGE (CONTINUED)

Health Insurance Coverage

In January 2024, the Community moved to a partially self-insured health insurance plan for
all eligible employees (the Plan). Under the terms of the Plan, the Community is responsible
for the first $100,000 of covered medical expense per covered plan member. Cost in excess
of the first $100,000 are covered by a specific stop loss policy maintained by the
Community. The Community maintains aggregated reinsurance to limit the total annual
claim exposure of the Plan. The Community records a liability, including an estimate for
incurred but not reported claims, when a loss is probable and the amount of the loss can be
reasonably estimated. The total liability recorded, included in accrued expenses, was
approximately $438,000 and $515,000 at March 31, 2026 and 2025, respectively.

SENIOR LIVING SERVICES INDUSTRY

The senior living services industry is subject to numerous laws, regulations and
administrative directives of federal, state and local governments and agencies. Compliance
with these laws, regulations and administrative directives is subject to future government
review and interpretation as well as regulatory actions unknown or unasserted at this time.
Government activity continues to increase with respect to investigations and allegations
concerning possible violations by healthcare providers of fraud and abuse statutes and
regulations, which could result in the imposition of significant fines and penalties as well as
significant repayments for resident services previously billed. Management is not aware of
any material incidents of noncompliance; however, the possible future financial effects of
this matter on the Company, if any, are not presently determinable.

CONCENTRATIONS OF CREDIT RISK

The Community grants credit without collateral to its residents, some of whom are insured
under third-party payor arrangements, primarily with Medicare and various commercial
insurance companies.

The Company maintains its cash at various financial institutions. Balances on deposit are
insured by the Federal Deposit Insurance Corporation (FDIC) up to specified limits.
Balances in excess of FDIC limits are uninsured. At March 31, 2026 and 2025, $7,130,250
and $8,755,534, respectively, was held at the financial institutions in excess of FDIC limits.
Management believes it is not subject to any significant credit risk on its cash accounts.
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NOTE 14

NOTE 15

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

DEFERRED LEASE

ML Housing, LLC developed owned property into a low-income housing project with
Elizabeth Haddon Multi-Family Limited Partnership. The partnership paid ML Housing, LLC
$605,450 on April 11, 2007 of which $180,450 was to repay for costs to develop the project.
The other $425,000 was to prepay 75 years of rent for use of land by the project which is
managed by the partnership. The Company is amortizing the $425,000 into operating
revenue over the 75-year lease term. At March 31, 2026 and 2025, the unamortized portion
of the deferred lease is approximately $317,000 and $323,000, respectively, and is included
in other liabilities in the accompanying consolidated balance sheets.

FUNCTIONAL EXPENSES
The Company provides housing, healthcare and other related services to older adults within

its geographic location. Expenses relating to providing these services are as follows for the
years ended March 31, 2026 and 2025:

2026
Resident General and
Services Administrative Total
Salaries and Wages $ 12,724,969 2,351,743 $ 15,076,712
Payroll Taxes and Employee Benefits 3,747,960 661,405 4,409,365
Contracted Services 2,357,868 327,945 2,685,813
Food Costs 2,123,033 25,638 2,148,671
Pharmaceutical Drugs 1,281,672 - 1,281,672
Utilities 1,507,611 - 1,507,611
Supplies and Other Operating Expenses 2,972,474 908,896 3,881,370
Insurance 546,308 - 546,308
Interest 776,061 - 776,061
Depreciation 8,601,009 199,336 8,800,345
Total $ 36,638,965 $ 4,474,963 $ 41,113,928
2025
Resident General and
Services Administrative Total
Salaries and Wages $ 12,104,421 $ 2,179,035 $ 14,283,456
Payroll Taxes and Employee Benefits 3,737,648 659,585 4,397,233
Contracted Services 2,288,848 376,187 2,665,035
Food Costs 1,899,219 19,339 1,918,558
Pharmaceutical Drugs 1,241,674 - 1,241,674
Utilities 1,271,904 - 1,271,904
Supplies and Other Operating Expenses 2,653,744 820,657 3,474,401
Insurance 531,301 - 531,301
Interest 380,587 - 380,587
Depreciation 7,514,052 188,699 7,702,751
Total $ 33,623,398 $ 4,243,502 $ 37,866,900
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THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
CONSOLIDATING SCHEDULE, BALANCE SHEET
MARCH 31, 2026

(SEE INDEPENDENT AUDITORS’ REPORT)

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Accounts Receivable, Residents
Allowance for Credit Losses
Accounts Receivable, Other
Prepaid Expenses and Other Current Assets
Total Current Assets

DUE FROM AFFILIATE
ASSETS WHOSE USE IS LIMITED
BENEFICIAL INTEREST IN SPLIT-INTEREST
AGREEMENTS HELD BY OTHERS AND
PERPETUAL TRUSTS
PROPERTY AND EQUIPMENT, NET
DERIVATIVE FINANCIAL INSTRUMENT
OTHER ASSETS
Total Assets
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Current Maturities of Long-Term Debt
Accounts Payable
Accrued Expenses

Total Current Liabilities

DUE TO AFFILIATE

REFUNDABLE ENTRANCE FEES AND DEPOSITS

DEFERRED REVENUE FROM ADVANCE FEES

LONG-TERM DEBT
OTHER LIABILITIES
Total Liabilities
NET ASSETS
Without Donor Restrictions
With Donor Restrictions

Total Net Assets

Total Liabilities and Net Assets

The Estaugh, T/A

Medford Leas ML Housing, LLC Eliminations Total

$ 6,735,934 $ 213,229 $ - $ 6,949,163
652,132 - - 652,132
(43,524) - - (43,524)

17,831 17,831

371,591 - - 371,591
7,733,964 213,229 - 7,947,193
37,645 - (37,645) -
75,913,728 - - 75,913,728
2,979,329 - - 2,979,329
109,986,122 - - 109,986,122
1,362,237 - - 1,362,237
308,882 - - 308,882

$ 198,321,907 $ 213,229 $ (37,645) _$ 198,497,491
$ 934,055 $ - $ - $ 934,055
1,392,392 - - 1,392,392
2,501,452 - - 2,501,452
4,827,899 - - 4,827,899

- 37,645 (37,645) -

34,059,244 - - 34,059,244
45,763,746 - - 45,763,746
35,085,197 - - 35,085,197
169,385 317,330 - 486,715
119,905,471 354,975 (37,645) 120,222,801
63,574,349 (141,746) - 63,432,603
14,842,087 - - 14,842,087
78,416,436 (141,746) - 78,274,690

$ 198,321,907 $ 213,229 $ (37,645) _$ 198,497,491
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CURRENT ASSETS

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY

ASSETS

Cash and Cash Equivalents

Accounts Receivable, Residents

Allowance for Credit Losses

Prepaid Expenses and Other Current Assets

Total Current Assets

DUE FROM AFFILIATE

ASSETS WHOSE USE IS LIMITED

BENEFICIAL INTEREST IN SPLIT-INTEREST
AGREEMENTS HELD BY OTHERS AND

PERPETUAL TRUSTS

PROPERTY AND EQUIPMENT, NET

DERIVATIVE FINANCIAL INSTRUMENT

OTHER ASSETS

Total Assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Current Maturities of Long-Term Debt
Accounts Payable
Accrued Expenses

Total Current Liabilities

DUE TO AFFILIATE

REFUNDABLE ENTRANCE FEES AND DEPOSITS

DEFERRED REVENUE FROM ADVANCE FEES

LONG-TERM DEBT

OTHER LIABILITIES

Total Liabilities

NET ASSETS

Without Donor Restrictions
With Donor Restrictions
Total Net Assets

Total Liabilities and Net Assets

MARCH 31, 2025

The Estaugh, T/A

(SEE INDEPENDENT AUDITORS’ REPORT)

CONSOLIDATING SCHEDULE, BALANCE SHEET

Medford Leas ML Housing, LLC Eliminations Total

$ 7,004,416 $ 95,866 $ - $ 7,100,282
599,089 - - 599,089
(43,611) - - (43,611)
454,904 - - 454,904
8,014,798 95,866 - 8,110,664
11,895 - (11,895) -
62,111,570 - - 62,111,570
2,824,537 - - 2,824,537
105,143,403 - - 105,143,403
1,255,352 - - 1,255,352
392,955 - - 392,955

$ 179,754,510 $ 95,866 $ (11,895) _$ 179,838,481
$ 536,358 $ - $ - $ 536,358
2,039,028 - - 2,039,028
3,291,725 - - 3,291,725
5,867,111 - - 5,867,111

- 11,895 (11,895) -

36,086,658 - - 36,086,658
40,459,294 - - 40,459,294
24,504,034 - - 24,504,034
253,454 323,000 - 576,454
107,170,551 334,895 (11,895) 107,493,551
59,382,398 (239,029) - 59,143,369
13,201,561 - - 13,201,561
72,583,959 (239,029) - 72,344,930

$ 179,754,510 3 95,866 $ (11,895) _$ 179,838,481
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THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
CONSOLIDATING SCHEDULE, STATEMENT OF OPERATIONS

YEAR ENDED MARCH 31, 2026
(SEE INDEPENDENT AUDITORS’ REPORT)

The Estaugh, T/A

Medford Leas ML Housing, LLC Eliminations Total
NET ASSETS WITHOUT DONOR RESTRICTIONS
Revenues, Gains and Other Support:
Resident Service Revenue, Net, Including
Amortization of Entrance Fees of $5,733,110 $ 37,558,397 $ - $ - $ 37,558,397
Other Resident Service Revenues 523,496 123,191 - 646,687
Contributions and Bequests 19,796 - - 19,796
Investment Income 4,662,097 - - 4,662,097
Net Assets Released From Restrictions 345,112 - - 345,112
Total Revenues, Gains, and Other Support 43,108,898 123,191 - 43,232,089
Expenses:
Operations 3,157,781 - - 3,157,781
Outpatient Health Center and Physician 1,895,358 - - 1,895,358
Skilled Nursing 1,471,076 - - 1,471,076
Health Services, Administration 563,337 - - 563,337
Dining 5,310,806 - - 5,310,806
Support Services Departments 4,052,387 - - 4,052,387
Assisted Living 4,293,189 - - 4,293,189
Administration 3,588,063 25,908 - 3,613,971
Community Wide 7,179,617 - - 7,179,617
Interest 776,061 - - 776,061
Depreciation 8,800,345 - - 8,800,345
Total Expenses 41,088,020 25,908 - 41,113,928
Operating Income 2,020,878 97,283 - 2,118,161
CHANGE IN UNREALIZED GAINS ON
INVESTMENTS 2,064,188 - - 2,064,188
CHANGE IN FAIR VALUE OF DERIVATIVE FINANCIAL
INSTRUMENT 106,885 - - 106,885
Revenues, Gains and Other Support
in Excess of Expenses $ 4,191,951 $ 97,283 $ - $ 4,289,234
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NET ASSETS WITHOUT DONOR RESTRICTIONS
Revenues, Gains and Other Support:
Resident Service Revenue, Net, Including
Amortization of Entrance Fees of $5,255,658
Other Resident Service Revenues
Contributions and Bequests
Investment Income
Net Assets Released From Restrictions
Total Revenues, Gains, and Other Support

Expenses:
Operations

Outpatient Health Center and Physician
Skilled Nursing
Health Services, Administration

Dining

Support Services Departments
Assisted Living

Administration

Community Wide

Interest
Depreciation

Total Expenses
Operating Income

CHANGE IN UNREALIZED GAINS ON

INVESTMENTS

The Estaugh, T/A

THE ESTAUGH T/A MEDFORD LEAS AND CONTROLLED ENTITY
CONSOLIDATING SCHEDULE, STATEMENT OF OPERATIONS

YEARS ENDED MARCH 31, 2025
(SEE INDEPENDENT AUDITORS’ REPORT)

CHANGE IN FAIR VALUE OF DERIVATIVE FINANCIAL

INSTRUMENT

Revenues, Gains and Other Support
in Excess of Expenses

Medford Leas ML Housing, LLC Total

$ 34,402,079 $ - $ 34,402,079
408,227 42,069 450,296

300 - 300

1,845,588 - 1,845,588
378,001 - 378,001
37,034,195 42,069 37,076,264
2,974,020 - 2,974,020
1,849,863 - 1,849,863
1,434,957 - 1,434,957
531,537 - 531,537
4,979,066 - 4,979,066
3,942,563 - 3,942,563
3,881,880 - 3,881,880
3,388,072 7,146 3,395,218
6,794,458 - 6,794,458
380,587 - 380,587
7,702,751 - 7,702,751
37,859,754 7,146 37,866,900
(825,559) 34,923 (790,636)
679,443 - 679,443
394,731 - 394,731

$ 248 615 3 34,923 $ 283,538
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