


















































































































































































































































Summary of Significant Forecast Assumptions and Accounting Policies

Bagis for Forecast of Other Items

Gther Items

Unamortized Financing Costs

Unamortized financing costs consist of the financing costs associated with the issuance of the Series 2008 Bonds,
net of accumulated amortization and those costs of the previous financing. These costs will be amortized using
the effective yield method.




DEERFIELD EPISCOPAL RETIREMENT COMMUNITY; INC.
ESCROW AGREEMENT



ENTRANCE FEE ESCROW AGREEMENT
FOR DEERFIELD EPISCOPAL RETIREMENT COMMUNITY, INC,

This Escrow Agreement (the “Agresment”) is made and entered into zs of July 18", 2007, by and
between Deerfisid Episcopal Retirement Comimunity, Inc. (“Deerfield”) and Firsi-Cisizens Bank & Trust
Company (the “Bank™).

STATEMENT OF PURPOSE

Deerfield is currently in the process of expanding its continning care relirement COMUIMUNITY CORSISting of
independent apariment residences in mid-rise buildings, cottage residences, z community center with
common areas and amenities, and 2 Health Cemter provading catered living, assisted Hving, and sidlled
nursing care (hersinafter referred to as the “Commumnity™) 1 Asheville, North Carcling, Deerfield has .
entered and will emter into Life Care Agreements (collestively “Residence Agresments™), with
prospective residents of the Community (“Residents”). reserving residences within the Commumity. At
the time 2 Residence Agreement is entered imo berween Desrfield and & prospective Residen:, the
prospective Resident will pay 1o Deerfield 2 deposit equal 1o a portion of the tota] Entrance Fee for the
kinc of residence selected. The North Caroline General Stamtes reguire that Deerfield establish an
escrow account for such depesits received by Deerfield prior to the date the Resident is permimed 1o
occeupy the regidence. The purpese of this Agreement 1s 1o set forth the terms and conditions pursuani o
wiich the Entrance Fees shall be deposited. held, administered and disbursed.

NOW, THEREFORE, in consideration of the foregoing Statement of Purpose, and the mutual promiss,
covenants and agresments herein contained, the parties hersto aeree as follows:

1. Acceptance of Escrow. - Bank hereby agrees to 2ot as an escrow agent bereunder and 1o recsive

i am)

an¢ 1w hold in an escrow account (“Escrow Account”) pursuant o the terms hereof the total
amount ef eny Entrance Fee deposits (“Escrow Funds™) paid to it by Deerfield, represeming
aeposits received by Deerfield pursuant to Residence Agreements pricr o the date the Residen: is

ermitied 10 occupy a residence within the Communiry, Deerfield shall forward o the Bank for
deposit o the Escrow Account checks representing such deposifs, tovsther with 2 trapsmingl
memerandum 1o the form of Exhibit A hersto showing (i) the smount of the Entrancs Fee
deposits, (i) the name; address, telephone number, and social security mumber of the Resident
maiing payment of such Entrance Fee, (ill) the date of the Residence Agresment, and (iv)
‘whether constuction has commenced op the Resident's residential umit.  The Bank shal
acknowledge receipt on & copy of such memorandum.

2 Escrow_Account. The Escrow Account will be an imtersst-bearing depostt account under the
Bank's exclusive control as sscrow agent, ntled as follows:
eerfield Episcopal Retirement Community, Inc.
Hscrow Account for Entranct Fess
First Citizens Bank, Escrow Agent
3. Sub-Accounts, Entrance Fess from any Resident may be commingled with the Sntrance Fees

from other Residents. However, Banl will mainmain 1ts Escrow Account recorts on & sub-account
basig, s¢ that at all times it-cap identifv sach Resident and the fonds i the Rsocrow Accoun
aliocable to each Resident, meiuding any invastment zarmings allocable to such sup-accoum. As
eppropriate, sub-atcoUNLs mayv be meaimained in {he name of ome o more mdividuals, For
cxampie, @ huspand and wife Who together sign 2 Residence Agreement and will reside 1ogether
in & residence may pay & single Entrance Fes. A single sub-account will be established in both
thelr names. '
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‘Account Administration.

i

2)

\()r

d)

The Escrow Account and each sub-account shell be subject to the Bank's Depost
Account Agreement and the Banlt’s normal fees and charges as specified in the Bani's
fee disclosures, unless otherwise agresd by the Banic.

Interest Aliocation and Reporting.

H If Deerfieid notifies Bank in writing at the time Deerfield makces the inital
deposit of 2 Resident’s Entrance Fee to the Escrow Account that construction hes
commencet on the Resident’s residential umit or that the unit is ap existing
{already constructed) unit, then all interest earned on fonds i that Resident's
sub-account shall (i) imure tothe benefit of Deerfield, (1i) be reported by Bankio
the appropriate tax authomties in Deerfield’s name using Deerfield’s taxpeyer
identification number, (iif) be reported by Bank 1o Deerfield vsing any requirsd
tax reporting forms, and (iv) be taxable 0 Deerfeld. In all ofber cesss, interest
earnedl on funds in the Resident’s sub-account sheli {1} mure to the benefit of the
Resident, (i) be reported by Bank to the appropmaie fax autherines in fhe
Resident’s name using the Resident's taxpayver identification, (1if) be reponed by
Bank to the Resident using anv reguired tax reporting forms, and (iv) be taxabie
to the Resident. Howsver, Deerfield may at any time notify Bank in writing that
construction has commenced on the Resident’s residenual unit, The fom
entitled “Natice of Commencerment of Construction” anached as Exhibit B may
be, but 18 not required o be, used by Deerfield for that purpose, The Bani hasno
dury fo inguirs mto the trufh or accuracy of any represeniation or certification
made by Deerfield. Within five (5) business after receiving Deerfizld’s wrinen
notice thal consmruction has commenced on the Resident's residenvial unit, Bank
shall convert the Resident’s sub-account so that sll inferest earned after the
conversion date on funds in the Resident’s sub-account shall {i) inure to the
peneflt of Deerfieid, (ii) be reported by Bank 1o the appropnate tax authorities in
Deerfield’s name using Desrlield’s taxpaver identification number, (i) be

- reported by Bank to Deerfield using any required tax reporting forms, and (iv) be
taxable to Deerfield. Beank may effect the admimisirative comvarsion
contempiated by this section 1 any weay it determines appropriate.

{2 Al the Remdent's wrtten request, intersst that inures to the bensfit of the

Residen: may be disbursed 1o the Resident.

3) Banic shall disburse 1o Decrfield on & regular basis (but at least guarterly) all
interest samed on Escrow Funds that inures to the benafit of Deernisld.

Al least once every thres(3) months and at such other times as Desrfield may reasonably

request, Bank shall provide Deerfield with periodic siatements for the Escrow Account,

showing all activity in sach sub-account. The starsments shall provide 2 full accounnng
of 2ll Escrow Funds held pursuani to thiz Agreement anc 2 report of all wansactions with
respect to the Escrow Funds (mcluding, withow limiration, ap sccount of all Escrow
Funds diswibuted to Desrfield or to any Begident, a5 the case may be, and an accounting
of anyv mrerest sarned op the Escrow Funds),

The Bank shall not be reguired to disburse against checks or insiruments provisiopally
credited to the Escrow Account untl such checls or inswuments are Tully and finally paid

)



to the Bank. The Banmk is not responsibie for the colicction of remuned shecis or
nstruments or for the advance of the Bank's own funds in pavment of anv checks or
instruments thet are not collecred,

3

Disbursement of Entrance Fess. The Entrance Fees are 1o be dishursed by Bank as fallows;

A{a)

Upon writter request by Deerfield, togsther with such documentafion as the Bank
casonably requires, the Bank shall reiease 10 Desrfisld any Enmance Fess deposied in

the Escrow Account uporn a determnation by the Bank that the following requirements
have besn me:

{1} If the Entrance Fee applies to 2 residence that has been previcusty-occupied a the
Community, that the residence is available for occupancy by the new Resident

ey
12
e

Ii the Entrance Fee applies 10 a2 residence which has pot been previousty
cccupied by any Resident:

(1) . The first twenty-five peresnt (25%) o" escrowed monies can be released
wihen! (A) Deerfield has presold at least fifty percent t'SO%) of the
independent living wnits, having recsived a minimam ten pereent (10%)
deposit on the presoid units; (B) Deerfield has received & commiment
for any permansnt mortgage loan or other long-term Onarcing, and any
conditions of the commitment prior to dishursement of funds thereunder
have beep subsamialiv sztisfied; and (C) aggregate Enmance Fes
received or receivable by Deerfisld pursuem to bindmy. continuing care
eontracts, plus the anticipated proceeds of any first morteage lom o

ther long-ierm financing commimment are equal to not Jegs than ninety
psrcmt (90%) of the aggregate cost .of comswucting or purchasig,
equipping, and furnishing the facility pius not less thap ninety parcent
(90%) of the funds estimated i the staement of sash fiows submine g by
Deerfieid as thar part of the disclosure staiement required by 5.5, 58-64-
20, 10 be necessary1o fund start-up Josses apd assure full performance of
the obligations of Desrfield pursuani 1o contimuing care Contract

(i) The remaming S"V"DIU—HV“ ercent (75%) of sscrowed momes car be
eleased when:
(A) (1) Deerfizld has presold & minimum of seventyv-five percent (75%)
of the mdependent living units, having received 2z m'mimum 1en peroent
(10%) deposit on the presold units, or has maintained an Indepsnaent
lwmcr unit occupency minimum of seventy-five percent (75%) for at
sast 60 days; (2] conswuction or purchase of the independent Hving unit
has peen vaDlBEQC and an occupancsy permit, if applicable, has bee
issusc by the local govemment having authority 1o isspe such PETImIE;
and (3) the iving unit becomss avallmbie for occupansy by the new
Tesident; or

(B) Deerfisid submits & plan of reorgamization that i accepred and
epproved by the North Caroline Commissioner of Insurence

In the case of & residence previousiv occumied, the wn‘tt“r\ request by Desrfisid for
pavinent of an Entrance Fee shall be i the form of Exhibit © attached herete, It the case

putiel
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of a residence not previously occupied, the written request by Deerfield for payvment of
an Emtrance Fee shall be in the form of Exbivit D attached hereto.  Uniess the Bank has
actual kmowledge that fhe represemtations contained in any certification made by
Deerfisld (inclnding those certifications contamed i Forms C and D) are inaccurate or
faise, Bank may rely on the vath of any such representations. The Bank has no dury o
nguire o the wuth or scewracy of any representation or certificanion made by Deerfield

(b} Uporn & determumation by the Bank that the requirements of paragraph (a) of this section
1 I

zre met, Bank shell releasge the Escrow Funds 1o Deerfield within five {3) business days
of a request by Deerfield.

(c} II Bank determines that the requirements of paragraph (&} of this section have not besy
met with respect 1o any request of Deerfield for 2 release of the Enrance Fee from the
Escrow Account, the Bank shall notify Deerfield In writing within five (5) business days
after such reguest to Deerfield of the basis for such determination and shall advise

esrfield of the time period, but in no event at least 180 days, which the Bank considers
reasonable for such requirements to be met. In the event the requirements are not met
within the period of fime specified by the Bank then the Bank shall dishurse the Entrance
Fee held in zserow io the person who made payment thereof to Deerhield.

(8) Bank mey return any Entrance Fee held i escrow to the person who made payment
thereof to Deerfield at any time upon receipt of notiee in writng from Deerfisld that the

persern is entitled to 2 refund of the Entranee Fes,

Termination. This Agresment shall continue i effest until the sarliest to occur of the following:

&) It is rerminated by agreement between the parties.

b) It is terminated by Desrfieid at any time upon writien notice of Desrfield o the Bank
The Bank shall pay over the balance of the Escrow Account 1o the snecessor Escrow
Agent or Deerfield, as the case may de-as sei forth below, with 5 business davs afier
receipt of such notification. ' '

e) 1t is terminated by the Bank upon the giving of at lezast thirty days pricr written notice ©
Deerfield. Any such notice shall specify the effective date of the termination.

) It is ferminated by the Bank for cause. The Bank will have canse t¢ terminate this

Agreement if the Bank In good falth belisves {he closmg of the Escrow Account is
necessary to protect the Bani from actual or potential loss Cue to breach of this
Agreesment, Trand or other misconduct relating 1o the Escrow Account or any - sub-
account, ' '

Upon terminetion of this Agresment, the Bank shall pay the bzlance of the Escrow Accouzt 10
any successor eserow agent desipnated in writing to the Bank by Desrfield or, if no successar
escrow agent 1s designated, 1o the Clerk of Superior Court of Buncombe Counry, Nortk Caroline.
If, however, all the conditiens of Secton 3(a) have beez mel. then the balance of the Escrow
Account shall be paid o Deerfield.

Confidennalicy Waiver, Desrhield weives any and al) present or future claims ageing: the Bank
for breach of confidentiality and autherizes the Bark to cornmumicate freslv with:

I
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a) The North Carolina Departmen: of Insurance with respect to the Zscrow Account and all
sub-accounts, and

b) Each Resident {and the duly authorized agents of sach Resident) with respect 1o fhat
Regigent’s sub-account.

This confidentizlity waiver relates only 1o the disclosure of informarion 10 the parties set forth m
gubsections &) and b) of this Section 7.

&) “Account Charges™ mezns (1) chergebacks arising from nems feposited to the Escrow

Agcount that are reversed, returned uopaid or otherwise dishonorsd, or any wirs wansfer,
ACE—T transaction, ‘ot other elecwonic tramsaction crediting the Escrow Account thaf is
subsequently reversed or returned, and (i) chargebacks or debits 1o the Escrow Account
arising Irom the normal adminismaton of the Escrow Account (such as an adjustment
ariging from the deposit of an improperty encoded itemm or other correction In the amount
of toe deposit), Account Chargss will be charged back by the Bank against the
ap'o*on'* e sub-acoount. To the sxisnt funds are not available in the sub-account o
cover any Account Charges, Deerfield is responaibie for the pavment of, and agress
pay promptly, all Account Charges.

) “Account Fees™ mezns all service charges, transfer fess, account maimenanee fess and
other fees end chargss relating to the administation of tms Escrow Account charged by
the Banit. Deerfield is responsible for the pavment of, and agrsss to pay promptly, all
Account Fees, Account Fees will not be charged against the Escrow Account or agamst
zov sub-account,

Lesnonsibilicv of Band:.

(&) Bank shell be entitied 10 relv upor the wrintten notices, instructions and cm*e T.lDIlS of
Dre=rfield and shall have no Lability for any action taken in good faith in such relianee. It
is agreed by the parties hersto that Benk assumes no responsibility to Dwmma Or any
other person other than 10 hold .znd distribute the Escrow Funds and the inverest or other
mcome therefrom pursuant to the terms of this Agreement,

b)) Benl may consnlt with counse] of its own choice and shali heve full and compiere
ewnthorization and proieciicn for any action wken or suffered by it hereunder 1 good faith
and i accordance with the opimion of such counsel so long as Deerfield has besn
previcusly notified of the issue waken 10 such counse! and the reasons thersfor, Desrfisld
shall reimburse Banic for its reasonable legal sxpenses so mewrred. Bank shall otherwise
not be Hable for any mistaices of fact or for any acts or omissions of any kind, unless
cansed by its willful misconduct or neghgence.

Indempificarion. Deerfisid zoress to indemnify tn= Banl: and hoid the Bank harmisss from and
agaipst any and all clammg, canses of action, babilities, lawsuits, demands and dameages, inciuding,
without hmitation. any a:ad all cowr cost and the Bank's reasomable atiornsys’ fess acmally
incurred, in any way reiated 1o or ans mg owr of or i conrection with this Acreement or any
acrion taken or not takep pursuan! hersto, exespt 10 the sxtemt causeS by the Bani's gross
neghigencs or willfnl misconduct. For purposes of thls indemmity and hold harmizss provision
(whick shall survive this Agreement), the “Bank™ nshudes Firs-Cittzens Bank & Trust Company
and its directors, officers, emnplovess, agems and anomeyvs.

5



—
—4

P
()

o
Ly

Authomtv,  Deerfield and Bank each represemt that it has the authotity to smier inio this
Agreement. '

Notices, Jnstuction znd Directions. All notices, instructions znd dirsctions to be given by
Deerfield hersunder shall be deemed to be duly authorized if signed on behalf of Deerfizld, as
applicable, by any officer or autharized representetive of such emtity, All notices, instructions
and directions bereunder shall be In writing and shall be deemed to have been duly given when
personelly delivered by registered or certified mail, remurn receipt requested, postage prepaid,
addressed to the parry to whom such notice, insmuction or direction is being given at the
following addresses; provided, however, no nouce, insructon or direction to Bank shall be
effective until acmally received by Bank:

ASTODE T:’R’FIE RS Deerfield Episcope! Retirerent Community, Inc,
617 Hendersonville Road
Asheville, NC 28803

ASTO BANK: Firgi-Citizens Bank & Trmst Comnanv
Atm: Barry Kampe
108 Pation Avenue
Asheville, NC 283801

Axny party may change the address to which such notices, instuctions or direction are 1o be given
by giving notice of its new address 1o the other parties as provided in this paragraph.

Miscellapsous, This Agreement shall be binding upon and shall ipure 1o the benefit of the pariss
hereto and thewr respective successors bt may not be assigned by any of the pariie h:re.
without the writien consent of the other. This Agreement may not be amended, modified or
tnanged except m writing execured by-all of the pariies hereto. The construction, operation and
validity of this Agreement shall be governed by the laws of the State of North Caroima Taig
Agresment mey.be.sxecuied in one of more counterparts, all o’ which shall constute one and the
same msmument, - . '

Severability. Any provisions of this Agresment heid in violztion of any law or repulation shall be
deemed stncken, and all remaming provisions shall continue valid and binding upon the parties.
serfield and the Bank shall attempt I good famith to replace any mvalid or upenforcesble

provisions of the Agresment with provisions that are valid and enforceable and that approximese

as nearly as possible to the intention of the origina!provisions.

N WITNESE WHEREOF, Daerfizld and Bank have caused this Agresment to be executed by their duly

author

ed representatives and thelr corporate seals to be affized hereto, all as of the day and vear first

ahove written.

FIRST-CITIZENS BANK & TRUST : DEERFIELD EPISCOPAL RETIREMENT

Co /_N& CORMUNIﬁ’, NG,

/’/7/’ //4‘// /7 . é \—/-""'“u E////M

AA / // /
rm:ézmsﬁ” }’rA/ / ﬂmﬂé’ Dnnt/" ype Name: U . UC"’“‘"”W*”'

Titie:

/E / ,.w/ Twbr Tue (KT
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Exhibit A

TRANSMITTAL MEMORANDUM

TO: Firsi-Citizens Bank & Trust Company
FROM: Deszrfizld Episcopal Renrement Community, Inc.

DATE:

Transmitted herswith pursnant 1o the Entrance Fee Escrow Agresment between First-Citizens Bank &
Trust Company and Deerfield Episcopal Retirement Comrmumity, Ine., dated as of .
2007, 15 an Barance Fee chieck payable 1o Desrfisld Episcopal Retirement Community, Ine. given by the
Resident(s) identified below pursuant 10 2 Residence A greement =ach Resident has signed. Please sign
and rzourn the enclosed acknowledgment copy.

Coecl Amount: § Date 6 Residencs Agregment:

Resident #] : Resident #2

Resident’s nams:;

Current Address:

Current Phone No.

Sociel Security No.

L The Resident’s residertial uni is an existing {already constucied) wnit.
O The construction of the Resident’s rasidential unit has commence
] The constrection of the Resident’s residental unit has NOT commenced.

—

Dizerfield Episcoval Retirement Community, Inc.

Receipt Acknowiedoed:

First-Citizens Bark & Trust Company,




Exhibit B

NOTICE OF COMMENCEMENT OF CONSTRUCTION

TO: - Fursi-Crtizens Bank & Trust Company
FROM; Deerfieid Episcopal Retiremen: Commumity, Inc.-
DATE:

Pursuant to Secticn 4(b)(1) of that Entrance Fes Escrow Agresment dated as of . 2007,

between Firsi-Ciizens Benk & Trust Company and Desrfisld Episcopal Retirement Community, Inc., we

notfy vou and cemify ¢ vou that construction bes commenced on fhe residential umil reserved for
' : (the “Resident).

Please convert the Resident’s sub-account within five busimess days of your receipt of this notice so that
all interest earned after the conversion date on funds in the Resident's sub-account will (1) inure w our
beneflt, (i) be reporied by von to the appropriate tax authorities in our meme using our taxpaver
identification number, and (iif) be taxable 1o us.

Episcopal Rerrement Community, Inc.




Exipibit C

REQUEST FOR RELEASE QF FUNDS FROM ESCROW ACCOUNT
(RESIDENCE PREVIOUSLY OCCUPIED)

TO: Firsi-Citizens Bank & Trust Company
FROM: Deerfield Emscope! Retrement Commurnity, Inc.
DATE:

Pursuant to Section 5 (a) (1) of thar Entrance Fee Escrow Agreernent dated as of , 2007,
berween Firsi-Citizens Bank & Trust Company end Desrfield Episcopal Rerirement Community, .Lu_ we
hereby request that vou release to Deerfisld Episcopal Renrement Community, Inc. the amount of
b representing  the  Enwence  Fee  or  depostt  thersor paid by
(ma “Resicent™)

and subsequently deposited to the Escrow Account.

We hereby cemify to vou that the residence as defined in the Residence Agrzement berween Deerfield
Episcopal Rstiremsm Coremunity, Inc. and the Resident is availabie for occupancy by such Resident

pursuant to the terms of the Residence Agresment and the requirements of North Carolina law.

serfieid Episcopal Retirement Community, Inc.

By

Title:




Exhibit D

REQUEST FOR RELEASE OF FUNDS FROM ESCROW ACCOUNT
(RESIDENCE NOT PREVIOUSLY OCCUPIED)

TO: Firsi-Cirizens Bank & Trus: Company

FROM: ¢ Deerfield Episcopal Rerirement Commumiry, Inc.

DATE:

Pursuant to Section 5 (a) (2) of that Entrance Fee Arreement dated a5 of . 2007,
(the “Escrow Agresment™) betwsen First-Citizens Bank & Trust Company and Deerfieild Episcopal
Retrement Community, Inc,, we hereby requsst that vou releage to Deerfisld Episcopal Retirement
Community, Ine, the amoum of § : representing the Entrance Fee or deposit therson
paid by (the “Resident™)

and subsequently deposited to the Escrow Account,

We hereby ceriify to you that all of the conditions described in Section 5 {a} (2) of the Escrow Agpreement
have besp satisfied. :

Deserfield Episcoval Retirerment Communiry, Inc.

4

By

Title:






