Capital Senior Living Corporation 2000 summary annual report

All photography in this annual report was shot on location at Capital Senior Living communities. While some model talent was used, several actual residents also participated in the photography.

profile

Capital Senior Living Corporation is committed to providing quality housing and services based on
the highest standards of excellence in the industry. Our goal is to enrich the daily lives of our senior
residents by providing an environment that stimulates them physically, mentally, and emotionally.
Therefore, each community offers a relaxed atmosphere of warmth and caring that promotes companionship among residents and staff. Each community’s employees are personally committed to
serving residents and treating them with dignity and respect.

Capital Senior Living Corporation is a leader in
residential communities for senior adults. Our
success comes as a result of skilled management — more than 135 years of combined
industr y experience — and careful strategic
planning. The dramatic increase in the nation’s
elderly population will continue to drive our growth
and the demand for our services. In this annual
report, we’ll share with you the strategies that
will lead to continued success for our Company.

To our fellow shar eholders

The past year was extremely challenging for
the senior living industry as a whole. During
the year, however, Capital Senior Living
Corporation was able to complete several initiatives that should position us favorably to
continue our growth and take advantage of
emerging opportunities during 2001 and
beyond. Since its inception, the Company has
operated with a multifaceted strategy that
provides the potential for growth through the
various cycles of our industry. The cornerstones
of this strategy are: add new communities
through acquisition or development; expand
our existing communities; fulfill the leasing
potential at our communities and increase our
base of management contracts.

expenditure and building cycle of 2000 complete, we will be focused this year on filling our
new communities and improving operational
performance of our existing communities. The
potential for this internal growth comes at a
time when expansion capital has been severely
curtailed in the senior housing industry. By simply filling our new and expanded properties, we
will be able to continue the Company’s growth.
One of Capital Senior Living’s greatest strengths
is its management team and skill as an operator.
In addition to managing our own properties,
we were managing 10 properties for third
parties at the end of 2000. We continually evaluate proposals for managing other portfolios
and we anticipate that 2001 will bring several
of these opportunities. Management contracts
provide predictable revenue streams without
capital risk and have historically provided
acquisition opportunities.

During 2000, we opened 16 new communities,
expanded one of our properties and acquired
eight more. The acquisition was one of the
largest completed transactions in the senior
housing industry during the year. In total,
through development, expansion and acquisition, we increased our resident capacity last
year by 33 percent, from approximately 6,000
residents at the end of 1999 to over 8,000 residents at the end of 2000.

Growth without performance is meaningless.
We are extremely proud of the fact that during 2000, our operations exceeded industry
averages in occupancies, operating margins
and net absorption.

This expanded infrastructure positions us for
growth in 2001 through fulfilling the leasing
capacity of our properties. With the capital
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Going forward, we see many positive trends.
Unlike many industries, we have great visibility in our long-term demand. We know seniors
represent the fastest-growing segment of the
nation’s population, and Capital Senior Living
has over 80 percent of its capacity in the largest
senior housing demand—independent living.
While 2000 brought many factors that caused
disappointing results—including increasing
costs for labor, utilities, insurance and financing—we are currently seeing a slowing in
the overall economy. In the near term, this
should reduce interest rates, lessen labor pressures and make capital more favorable in the
senior housing industry. We believe that our
experienced management structure, established national platform of communities and
proven track record position us well to take
advantage of these opportunities now and in
the future.
Our mission is to offer seniors quality housing
and services based on the highest standards in
the industry and to provide them an environment
that stimulates them physically, mentally and
emotionally. In fulfilling this mission, our goal
is to return rewards to all our stakeholders —
our residents, employees, business associates
and, importantly, our shareholders. Thank you
for your support.

James A. Stroud
Chairman of the Company (standing)

Lawrence A. Cohen
Chief Executive Officer (seated)

3

strategies for life

“A day without laughter is a day wasted.”— C h a r l i e C h a p l i n
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Capital Senior Living will grow through fulfilling our occupancy
potential, developing new management contracts, expanding
our existing communities and adding new communities through
acquisition or development.
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According to U.S. government estimates, there will be 8.8 million
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adults age 85 and older by 2030. Adults 65 to 74 are expected to
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number more than 37 million in the same year.

strategies for life

“The impor tant thing is to not stop questioning.” — A l b e r t E i n s t e i n

Presently, Capital Senior Living owns or operates a total of 51
communities with a total capacity of 8,300 residents. Additionally,
4 communities, with a total capacity of 600 residents, were
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strategies for success

The Company operates nationally with communities in 21
states. This national platform creates geographical diversity
and provides strategic locations from which to grow.

strategies for life

“To love and to be loved is to feel the sun from both sides.” — D a v i d V i s c o t t

strategies for success

Capital Senior Living’s continuum of care operating
philosophy, which integrates independent living, assisted living
and home care ser vices, responds to the area of greatest
demand for senior housing.
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continue to surpass both Skilled Nursing and Assisted Living as
the leading housing preference for seniors.
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Capital Senior Living Corporation provides some of
the highest quality housing and retirement services
available in the industry. At the beginning of 2001,
we owned and/or operated 51 senior housing communities in 21 states. At an average of 164 residents
per community, this represents living facilities for
over 8,300 seniors.

“It is not the answer that enlightens, but the question.”— Eugene Ionesco

Our beautifully appointed and affordable communities
provide an environment that is physically, mentally
and emotionally stimulating for our residents.
Our communities offer a relaxed atmosphere of
warmth and caring. More than 80 percent of our
residents live independently, and through our
continuum of care philosophy we provide them
the opportunity to remain in place as they age.
The average resident is 80 years old when they
move into one of our communities, and the average length of stay is four years.
Our philosophy

Our continuum of care philosophy is based on the belief that seniors should
be able to choose an affordable lifestyle that best
suits them. Understanding that needs change as
people age, we provide three levels of service.
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“Truly great friends are hard to find, difficult to leave, and impossible to forget.”— G. Randolf

Who we ar e

The vast majority of our residents live in independent
living communities. These communities are for seniors
who do not require assistance with activities of daily
living (ADLs), but who want the availability of meals,
housekeeping, transportation, security and a variety of
social, recreational and wellness programs.
The second level of service is assisted living which
provides assistance with ADLs such as medication
management, bathing, grooming, dressing and ambulation. Many of our communities either have assisted
living facilities in place or have the capacity to have assisted living added at a future
date. As our independent living residents
age, they can therefore take advantage of
additional services within the same community. This also means that residents are
attracted to Capital Senior Living facilities
at an earlier age and remain for a longer
period of time.

Our 2000 per formance

Capital Senior
Living is well recognized in our industry for our strong operating record.
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“Wrinkles should only indicate where smiles have been.”— Ethel Barr ymore

The third level of service our communities
offer is home care, which expands our
offering and serves to bridge the gap
between independent living and
assisted living requirements.

“Laughter is the shortest distance between two people.”

— Victor Borge

We believe residents should be able to choose an affordable
lifestyle that’s best suited for them.

Last year was no exception. In 2000 we completed our
ninth consecutive year of profitability and reported
annual net income of $1.2 million or basic earnings of
6 cents per share. Our annual cash earnings were $6.4
million or 33 cents per share.
For the year, we exceeded the industry occupancy
average with an occupancy of 93 percent in our stabilized communities and improved our same community
revenue by 2.4 percent over 1999. We achieved average
operating margins of 43 percent in our independent
and assisted living communities.
Last year represented a year of strong external growth.
We acquired eight communities, increasing resident
capacity of our owned communities by 1,300. Prior to
the acquisition, we had managed these properties since
1996. In addition to the acquisition, we opened 16 new
communities and expanded one other existing facility.
To support this expansion plan, we secured $122 million of acquisition financing from GMAC.
Our industr y

The growth of the senior population in the United States is accelerating. The U.S.
government currently predicts the population of adults
age 65 or older will approximately double between
2000 and 2030 and there will be 8.8 million adults age
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85 or older by the year 2030. These demographic trends
will drive demand for senior housing over the next
few decades.
Independent living facilities are anticipated to be
the fastest-growing segment of housing for this aging
population. With Capital Senior Living’s focus on
independent living, as well as its continuum of care
philosophy, we are extremely well positioned to benefit from these trends.
Our national platform

Capital Senior Living’s
established national platform of 51
communities in 21 states provides an
excellent foundation from which to grow.
Headquartered in Dallas, with four regional
offices, we are geographically structured
for expansion.

“Whatever you are, be a good one.”— Abraham Lincoln

This national platform will provide the
support for further expansion through
acquisition or development and it is
one of the factors that attracts potential management contracts.
Our management team

The Company’s
experienced management team is
one of our greatest strengths. Our
senior operations management has
over 135 years of combined industry
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experience, and our regional managers contribute another
76 years of combined industry experience.
It is the experience and quality of this management
team that permits Capital Senior Living to produce
industry-leading performance. Additionally, the
proven track record of this management team is one of
the major factors in attracting new management contracts, one of our key growth strategies.
The future

We believe the future holds
a great deal of promise for Capital Senior Living.
We are well positioned in an industry that,
although cyclical, has highly visible and growing
demand. We have a well-established national
platform and a respected, experienced management team to execute our strategies. We have
one of the strongest balance sheets in our industry and we are focused on responsible fiscal
management, including preserving and maximizing our cash.
With our continuum of care philosophy and our
commitment to provide quality, affordable senior housing, we believe that Capital Senior
Living is well positioned for the future.
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“We do not remember days, we remember moments.”— Cesare Pavese

“Everyone has a gift for something, even if it is the gift of being a good friend.”— Marian Anderson

We have a well-established national platform and a respected,
experienced management team to execute our strategies.

“The man who views the world at 50 the same as he did at 20 has wasted 30 years of his life.”

— Muhammad Ali
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The Company is dedicated to increased shareholder value through growth and
stringent fiscal management, including working to retire and refinance existing
debt and maximizing cash flow.

82%

requires assistance

18 %

resident mix

independent living

financial results

resident capacity growth rate

Repor t of Er nst & Young LLP, Independent Auditors

The Board of Directors and Shareholders
Capital Senior Living Corporation
We have audited, in accordance with auditing standards generally accepted in the United States,
the consolidated balance sheets of Capital Senior Living Corporation at December 31, 2000
and 1999 and the related consolidated statements of income, shareholders' equity, and cash
flows for each of the three years in the period ended December 31, 2000 (not presented separately
herein) and in our report dated February 9, 2000, which, as to the years 1999 and 1998, are based
in part on the report of other independent auditors, we expressed an unqualified opinion on those
consolidated financial statements. In our opinion, the information set forth in the accompanying condensed consolidated financial statements is fairly stated in all material respects in
relation to the consolidated financial statements from which it has been derived.

Dallas, Texas
February 9, 2001
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Consolidated Balance Sheets

Capital Senior Living Corporation

December 31,

In thousands

2000

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net
Accounts receivable from affiliates
Interest receivable from affiliates
Federal and state income taxes receivable
Deferred taxes
Prepaid expenses and other
Total current assets
Property and equipment, net
Deferred taxes
Notes receivable
Notes receivable from affiliates
Investments in limited partnerships
Assets held for sale
Other assets, net
Total assets
Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payable
Accrued expenses
Current portion of notes payable
Customer deposits
Total current liabilities
Deferred income from affiliates
Notes payable, net of current portion
Line of credit
Minority interest in consolidated partnership
Commitments and contingencies
Shareholders’ equity:
Preferred stock, $.01 par value:
Authorized shares –15,000,000; no shares issued or outstanding
Common stock, $.01 par value:
Authorized shares – 65,000,000
Issued and outstanding shares–19,717,347 in 2000 and 1999
Additional paid-in capital
Retained earnings
Total shareholders’ equity
Total liabilities and shareholders’ equity
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1999

$ 23,975

$ 32,988

3,221

3,392

3,764

9,055

2,074

834

3,728

6,035

1,208

910

1,935

508

39,905

53,722

204,764

104,723

8,872

9,516

570

–

43,388

30,596

6,526

9,123

6,920

9,549

7,599

4,647

$ 318,544

$ 221,876

$

$

3,907

2,512

3,194

2,127

4,770

1,199

1,012

911

12,883

6,749

2,241

1,785

176,507

58,416

7,553

34,000

8,572

11,377

–

–

197

197

91,935

91,935

18,656

17,417

110,788

109,549

$ 318,544

$ 221,876

Consolidated Statements of Income

Capital Senior Living Corporation

Year Ended December 31,

In thousands, except per share data

Revenues:
Resident and health care revenue
Rental and lease income
Unaffiliated management services revenue
Affiliated management services revenue
Unaffiliated development fees
Affiliated development fees
Total revenues
Expenses:
Operating expenses
General and administrative expenses
Provision for bad debts
Depreciation and amortization
Total expenses
Income from operations
Other income (expense):
Interest income
Interest expense
(Loss) gain on sale of properties
Income before income taxes and minority interest
in consolidated partnership
Provision for income taxes
Income before minority interest in
consolidated partnership
Minority interest in consolidated partnership
Net income

2000

1999

$ 49,185

$41,071

$25,988

4,603

4,304

4,282

2,271

2,695

2,465

1,040

456

1,327

563

1,341

1,234

1,992

14,086

7,472

59,654

63,953

42,768

29,530

24,470

17,067

11,116

9,212

6,094

4,318

15,896

500

5,186

4,671

2,734

50,150

54,249

26,395

9,504

9,704

16,373

5,981

5,822

4,939

(11,980)

(7,089)

(1,922)

(350)
3,155
(763)
2,392
(1,153)

Net income per share:
Basic
Diluted
Weighted average shares outstanding–basic
Weighted average shares outstanding–diluted
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1998

748

422

9,185

19,812

(2,992)

(7,476)

6,193

12,336

(1,355)

(379)

$ 1,239

$ 4,838

$11,957

$

0.06

$

0.25

$

$

0.06

$

0.24

$

0.61
0.61

19,717

19,717

19,717

19,724

19,806

19,717

C o n s o l i d a t e d S t a t e m e n t s o f S h a r e h o l d e r s’ E q u i t y

Capital Senior Living Corporation
In thousands

Balance at January 1, 1998
Net income
Balance at December 31, 1998
Noncash compensation
Net income
Balance at December 31, 1999
Net income
Balance at December 31, 2000

Shares

Amount

Additional
Paid-In
Capital

19,717

$197

$91,740

–

–

19,717
–

Common Stock

Retained
Earnings
(Deficit)

$

Total

622

$ 92,559

–

11,957

11,957

197

91,740

12,579

104,516

–

195

–

195

–

–

–

4,838

4,838

19,717

197

91,935

17,417

109,549

–

–

–

1,239

1,239

19,717

$197

$91,935

$18,656

$110,788
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Consolidated Statements of Cash Flows

Capital Senior Living Corporation

Year Ended December 31,

In thousands

2000

Operating Activities
Net income
$ 1,239
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation
5,094
Amortization
92
495
Amortization of deferred financing charges
Minority interest in consolidated partnership
1,153
–
Deferred interest
456
Deferred income from affiliates
–
Deferred income
346
Deferred income taxes (benefit)
Loss (gain) on sale of properties
350
Non-cash compensation
–
4,318
Provision for bad debts
Changes in operating assets and liabilities, net of acquisitions:
Accounts receivable
(955)
5,291
Accounts receivable from affiliates
Interest receivable from affiliates
(1,240)
Notes receivable
(570)
(1,427)
Prepaid expenses and other
Other assets
191
Accounts payable
1,395
1,067
Accrued expenses
2,307
Federal and state income taxes receivable/payable
Customer deposits
101
Net cash provided by operating activities
19,703
Investing Activities
Capital expenditures
Cash paid for acquisitions, net of cash acquired
of $2,060 in 2000 and $0 in 1998
Proceeds from sale of properties
Advances to affiliates
Proceeds from (investments in) limited partnerships
Net cash used in investing activities

(3,121)
(102,014)

1998

$ 4,838

$ 11,957

4,567

2,640

104

94

519

164

1,355
–
992

792
(116)

(30)

(297)

(748)

(422)

195

–

15,896

500

(1,012)

(1,482)

(12,464)

(7,191)

(645)

(306)

–
(60)
(1,504)

–
4
(1,059)

(268)

312

(872)

526

(7,704)

837

59

37

3,103

6,689

(1,887)

(6,027)

–
2,740

(18,209)

(22,794)

2,597

379
(680)

(115)

4,504

(116,243)
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1999

(67,729)
676
(11,728)

5,414

(1,694)

(16,527)

(86,502)

Consolidated Statements of Cash Flows

Capital Senior Living Corporation

(continued)

Year Ended December 31,

In thousands

Financing Activities
Proceeds from notes payable and line of credit
Repayments of notes payable and line of credit
Distributions to minority partners
Cash received for redemption of NHP limited partnership interest
Repurchase of HCP limited partnership interests by HCP
Deferred financing charges paid
Net cash provided by financing activities
Decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental Disclosures
Cash paid during the year for:
Interest
Income taxes
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2000

1999

1998

125,248

61,506

67,039

(30,033)

(48,981)

(3,958)

(1,198)

–

–

–

–

(3,730)
87,527

(742)

(791)
–
1,997
(144)
(586)

10,585

67,515

(9,013)

(2,839)

(12,298)

32,988

35,827

48,125

$ 23,975

$ 32,988

$ 35,827

$ 10,609

$ 6,476

$ 1,957

$

$ 10,276

$ 6,935
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Shareholder Information

James A. Stroud

Corporate Headquarters

Stock Exchange Listing
Capital Senior Living Corporation
Common Stock is listed on the
New York Stock Exchange and
trades under the symbol CSU.
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Vice President, Finance
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Southeastern Regional Office
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Boca Raton, Florida 33433
(561) 417-8579
(561) 417-8376 fax
Midwestern Regional Office
2820 South 80th
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(402) 926-2884
(402) 926-2891 fax
Western Regional Office
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Capital Senior Living Corporation
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