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dications, will nearly double its size
during 1967.

The size and the facilities of the
Lacey Village Shopping Center is
continually being expanded and all
indications are that it will enjoy
100%0 occupancy by the end of
1967. Elsewhere, our holdings in the
booming Lacey area and in the pop-
ular Hood Canal region continue to
grow in value to the corporation and
its stockholders.

Today, the corporation is in the
best financial position it has ever
enjoyed. The monthly revenue has
increased from $97,000 in Novem-
ber, 1966 to $184,500 as of April 30,
1967. The land and buildings owned
by the corporation were appraised
by Harold Starkey, M. A. I. in Oc-
tober of 1966. The fair market value
of the assets as indicated by this
appraisal is currently in excess of
$7,000,000.00. By the end of this
year this value will show an in-
crease to more than $8,000,000.00.
The only major increase in liabili-
ties will be to the Panorama City
Fund.

We have moved into 1967 (and
the future) with a confidence based
on recent accomplishment and fu-

- ture potential. I would like to share
with you my confidence that, under
the direction of our strong manage-
ment team, the future will continue
to hold new records and even
greater accomplishments. We have
the product. We have the people.

I wish to thank those responsible
for their trust and assistance during
the past year; our residents, our cus-
tomers, our suppliers and you, our
stockholders.
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THE
PRESIDENT’S
MESSAGE

It is extremely gratifying for me, as
one of the founders of Panorama
City, Incorporated, to present this
annual report to you. The year past,
1966, was a milestone in our com-
pany history for two important rea-
sons: our company took significant
strides forward in development, and
it laid the foundation for an era of
the greatest growth and develop-
ment in our history.

As a development and investment
company with wide and varied
holdings, Panorama City, Inc.
showed impressive growth both
through vigorous internal develop-
ment and in every area of corporate
endeavor.

During 1966 we were fortunate to
add two outstanding executives to
our Board of Directors. The new
board members are Mr. James Grib-
bon, Vice-President of Puget Sound
National Bank, and Mr. August von-
Boecklin, President of Pierce County
Savings and Loan in Tacoma.

The last year also brought about
the successful registration of your
corporation with the Securities and
Exchange Commission, which al-
lows us to offer our stock to the
public and broaden the base of our
corporation even more in the years
ahead.

Our corporation’s foremost en-
deavor, the Panorama City retire-
ment community, showed continued
growth during 1966, and from all in-
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A LOOK
AT THE PAST:
1963-66

Every product must have a market,
and during its years of existence,
Panorama City has established and
proven the need for its unique and
outstanding retirement program in
an ever expanding market area.
Panorama City first broke ground
on its 95 acre, wooded site in the
fall of 1963, and it ended its initial
year of operation with completion
of four living units, all of which
were occupied. By the end of 1964,
the total completed living units
reached 42 and in 1965, as the fame

PC FUND

$229,725

| $753,995

' $1,089,967

and beauty of the retirement com-
munity spread, a total of 122 units
were completed and occupied with-
in the community. By the end of
1966 this total had grown to 172.
For 1967, plans have been com-
pleted and financing secured for a
total of 157 additional living units,
which are now under construction.
From its inception, Panorama City
promised its new residents a full

UNITS

329 (Anticipated)

spectrum of facilities and services,
many of which have taken time to
produce.

Among the outstanding services
enjoyed by Panorama City residents
is the modern Convalescent and Re-
habilitation Center with a capacity
of 104 beds. The Convalescent Cen-

ter's staff includes a professional
administrator, and a staff of 40
trained personnel. Opened in Feb-
ruary, 1965, it now operates at close
to 97%o capacity and has been ap-
proved as an extended care facility
under the Medicare program. With-
in the Convalescent and Rehabilita-
tion Center, Panorama City provides
extended care facilities for those pa-
tients who may require such serv-
ices. Although placed in operation
primarily for the use of the retire-
ment community’s residents, it has
proved extremely popular with the
general public and is used and rec-
ommended by the doctors of the
area.

RESIDENTS







At the center of the community
is beautiful Panorama Hall, the so-
cial-recreation hub and nerve center
of Panorama City. This beautiful,
circular, two story building with
basement, contains the community’s
24-hour switchboard. The first floor
currently houses the community’s
administrative offices, includes a
large public lounge, reading areas,
television room, barber shop, beauty
shop and small meeting rooms for
the convenience of the residents.
The second floor provides complete
restaurant and dining facilities for
370 and is served by a kitchen which
also provides full food services to
the Convalescent and Rehabilitation
Center. The dining room, elegantly
designed and appointed for the use
of the residents and their guests, is
also open to the general public.
Other attractive rooms on the sec-
ond floor are available for special
banquets and social and recrea-

tional events such as movies,,

dances, lectures and table games.

Full physical and occupational
therapy units were begun in the fall
of 1966 and are now completed.
Registered physical and occupa-
tional therapists are in charge, and
although primarily for the use of
the residents, this area will be
opened to the general public as well.

Another outstanding addition to
the Panorama City landscape during
the fall of 1966 was a 9-hole, Par 3,
pitch and putt golf course, right in
the heart of the community. This is

available to residents.and their
guests this year at no additional
cost. Bowling on the green and an
outdoor shuffleboard will also be
ready for use midway in 1967.
Other vital parts of the Panorama
City program, which have contin-
ued to grow since the inception of
the community, are the many social
and recreational activities organized
by a staff of capable personnel, ded-
icated to their work of keeping the
retired residents active and happy.

Included in these many services are
excursions on the community’s
beautiful excursion yacht, social
functions outside on the beautiful
grounds and a host of field trips for
a wide variety of purposes to the
innumerable travel and tourist spots
within easy reach here in the beau-
tiful Northwest.

e i e

The impressive growth of Pano-
rama City is also reflected by a
review of the growth of the Pano-
rama City Fund. Residents invest in
the Panorama Fund when they first
move to Panorama City by means
of a minimum deposit required for
the particular living unit which they
choose. These deposits vary from
$6,000 to $35,000. Interest is paid on
these deposits to the residents,
thereby reducing their monthly
payment. The residents may add to
their personal deposits at any time
they wish. At the end of 1963 equity
ownership in the fund totaled $229,-
725. By the end of 1964 it had grown
to $753,995. And by the end of 1965
it had grown to $1,089,967. At April ||
30, 1967, it had in excess of $3,000,- ||
000.00.

This Fund not only continually |
grows to provide increasing secur- |
ity for the residents of Panorama |
City, but points out the continued |
confidence in the unique retirement
program conceived and developed
here at the Northwest’s outstanding
retirement community.
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A LOOK AT
THE FUTURE

The past year, 1966, was to Pano-
rama City, just like most other
profit-making corporations, one of
severe trial. However, the storms of
1966 are past, and the corporation,
its residents and its stockholders,
are currently in the midst of the
greatest growing period in Pano-
rama City’s history.

During 1967 it is anticipated that
Panorama City will exceed the
growth of the past three years of
its existence. At the end of 1966,
172 individual living units were
completed within the community.
By the end of 1967 more than 157
additional living units are expected
to be completed within this unique
retirement city. In terms of resident
growth, the figures are just as excit-
ing. The population of 268 residents
at the end of 1966 will be swelled
by an anticipated growth of 207 for
a total of 475.

In truth, Panorama City has
turned the corner in its development
and growth. Through the organiza-
tion of a trained management group
and by the understanding and trust
in the Panorama City concept that
has been built within the corpora-
tion’s many diverse market areas,
the community and the corporation,
looks forward to an unparalleled
era of growth and expansion.

The orderly development of Pan-
orama City, the retirement commu-
nity and medical complex, has been
programmed over an 8-year period
from 1967 to 1974.

This program is divided into three
stages.

Stage 1, to be completed in 1967,
includes completion of 157 individ-
ual living units. Included within this
ambitious program is the comple-
tion of Leisure Way, 97 ground level
1 and 2 bedroom units in multi-
plexes located near Chambers Lake
and the Chalet, a swept wing, 60
apartment structure near Panorama
Hall.

Stage 2, spanning four years from
1968 to 1971, will include construc-
tion of the Lodge, a 40 unit building
adjacent to the Convalescent Center
that will offer room and board, maid
and nurse service in its program;

and two 100 unit 4-story apartment
units immediately adjacent to Pano-
rama Hall, to be called TriArm
North and TriArm South. In addi-
tion another single-story one and
two-bedroom multiplex develop-
ment similar to Leisure Way called
Westview Apartments will be con-
structed as well as a multi-use rec-
reational building, a recreational
marina and the first 10-story Hi-
Rise unit.

The final stage, Stage 3 from 1971
through 1974, will see the comple-
tion of two additional 10-story Hi-
Rise units and all entrance and
recreational areas within the com-
munity.

The advancement from one stage
to another, while planned in an or-
derly manner, will be predicated
upon the conclusion of each previ-
ous stage and sufficient demand for
immediate occupancy for each suc-
ceeding stage of development.

Upon completion of the final
stage of development in 1974, the
projected population of Panorama
City will be 2,256 with 1,671 occu-
pied living units. The corporate as-
sets as estimated will be over $30
million at that time, assuming no
additional undertakings, while the
Panorama City Fund will have an
anticipated ownership equity of
over $24 million.

At the end of 1966 income from
the Retirement Community and
from investments was near to sus-
taining the corporation.







A MESSAGE
FROM THE
COMPTROLLER

It is appropriate to preface this
comptroller’s message with a brief
review of the conditions under
which this corporation operated
during the critical year past.
During the final weeks of 1965,
the Federal Reserve Board, observ-
ing that economic activity was in-
creasing rapidly after almost five

years of continuing rise, and that
the future outlook tended to be
more expansive with increasing in-
flationary tendencies, moved to cur-
tail any unhealthy inflationary
spiralling. To effect this curbing, the
Federal Reserve Board authorized
increases in the discount rate and in
the interest rate banks were permit-
ted to pay.

As a result, a more restrictive
money policy was initiated in order
to maintain price stability and con-
tinue the balance in the economy’s
continued growth.

Interest rates during 1966 moved
to their highest level in 40 years,
and a tremendous demand for loans
and the increasingly restrictive
monetary policy of nearly all lend-
ing agencies caught our young,
growing corporation in a tenuous
situation.

As a young corporation, depend-
ent upon our own rapid growth, we
were equally dependent upon the fi-
nancial support of the area’s lending
institutions. At this time, because of
their own shortage of lending funds,
they in turn were unable to give the
continued enthusiastic support of
the past. Without construction
funds, countless pre-leased living
units remained incomplete. Move-
ins to the community slowed to a
trickle.

Coupled with the tight money
problems of 1966, our corporation
was in the midst of still another
important ordeal. Registration with

the Securities and Exchange Com-
mission was underway. All adver-
tising and promotion was slowed to
a point where it was practically non-
existent, in order to prevent any
impediment to final registration of
Panorama City and its stock with
the SEC.

Probably no other young, grow-
ing corporation has had to face so
many practically insurmountable
obstacles in such a short period of
time.

We did. We rode out the storm
of those trying days of 1966.

And, in fact, turned it into the
springboard of the greatest growth
period in our corporate history.

On July 28, 1966, Panorama City's
registration of an issue of common
stock with the Securities and Ex-
change Commission became a fact,
allowing us to begin to sell our stock
to the countless people who had in-
dicated a willingness to invest in the
exciting future of Panorama City.

In the latter part of the year the
“tight money” market broke, and we
were finally able to leap into the
construction of the stockpile of pre-
leased living units within the retire-
ment community. :

The coming year, 1967, will wit-
ness the greatest, unparalleled
growth in our corporate history.
We will nearly double our living
unit size by the end of 1967. Our
Panorama City Fund is expected to
increase to a figure in excess of
$4,500,000.00.
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PC & THE
ACTIVELY
RETIRED

Panorama City is the product of a
completely new concept in retire-
ment living. Conceived and estab-
lished by its founders, the Panorama
City retirement program is based

upon its residents living longer,
healthier lives under the guidance
and care of a staff of the commu-
nity. It has proved that a public,
tax-paying corporation can provide
wider and finer services to the ben-
efit of the resident, than most tax-
exempt retirement organizations.

Briefly, Panorama City offers a
home for life with complete mainte-
nance and care of all facilities dur-
ing each stage of retired living.

FOR THE ACTIVELY RETIRED,
there is the choice of many types
of retirement living, ranging from
individual home to Chalet-styled
apartments. The active, pulsing life
of the community more than pro-
vides enough activity and excite-
ment with its 9-hole golf course, its
lawn bowling, its countless excur-
sions and social events. And, nestled
within the vacation hub of the Pa-
cific Northwest, there are more than
enough exciting areas outside the
community to give a full lifetime of
enjoyment.

FOR THE CONVALESCING RES-
IDENT, Panorama City provides a
full spectrum of services and facil-
ities. For the resident who is in need
of medical care, or for the new Med-
icare patient, Panorama City’s mod-
ern Convalescent and Rehabilitation
Center provides the most modern
and complete services in the North-
west. Within the community’s med-
ical complex, physical and occupa-
tional therapy areas are available at
all times. Intensive care units are
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also available upon request. What-
ever their age or needs, the resident
rests secure at Panorama City,
knowing that 24 hours of every day
a full, professional staff is on hand
to serve them. A staff whose first
concern is for the well being of the
resident and operating a program
aimed towards keeping them happy,
healthy and well.

One simple monthly payment (de-
termined by the amount of deposit
made into the Panorama City Fund)
provides rent, heat, light, phone,
water, garbage disposal, Telecable,
window washing, general mainte-
nance and repairs, lawn care and
landscaping and closed-circuit T.V.
Included also is our basic health
plan with our complete medical pro-
gram which ties in with Medicare
and the use of our own medical and
health services.

It's no sales slogan when we say
a way of life awaits the new resi-
dent at Panorama City, offering the
opportunity to participate in the
growth and development of the na-
tion’s first non-regimented, profit-
making retirement community. Here
is a retirement system where indi-
vidualism is a must and where ev-
eryone can still employ all of his or
her talents gained from a lifetime of
experience. Where the resident is
still self-supporting, dependent on
no charitable institutions or organi-
zations, and where he can continue
to support himself jn an independ-
ent and dignified manner.
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PANORAMA CITY, INC.
OLYMPIA, WASHINGTON

We have examined the balance sheet
of Panorama City, Inc. as of November 30,
1966 and the related statement of
operations and deficit in earnings for the
year then ended. Our examination was
made in accordance with generally
accepted auditing standards, and
accordingly included such tests of the
accounting records and such other
auditing procedures as we considered
necessary in the circumstances. We
previously examined and reported upon
the financial statements of the company
for the eleven-month period ended
November 30, 1965. However, a substantial
change in the company’s classification of
expense accounts during the year
makes it inappropriate to present on a
comparative basis the details of costs
and expenses for the eleven-month period
ended November 30, 1965, as explained
in Note 9.

In our opinion, subject to (1) completion
by the company of its building program
and its ability to rent its retirement
facilities at rentals adequate to recover
its investment therein, and (2) the
contingencies referred to in Note 7
relating to Village Department Stores,
Inc., the accompanying financial
statements present fairly the financial
position of Panorama City, Inc. at
November 30, 1966 and 1965, the results
of its operations for the year ended
November 30, 1966 and its income, total
costs and expenses and loss for the
eleven-month period ended November 30,
1965 in conformity with generally
accepted accounting principles applied
on a consistent basis.

LYBRAND, ROSS BROS.
& MONTGOMERY
Seattle, Washington
March 3, 1967

PANORAMA CITY,

ASSETS 1966 1965

Investments in land, buildings, land improvements
and equipment at cost (Note 1):
Betirementsuniiss st tr i e e
NursinNgEReme=: = ot i S s v s e
Lacey Village Shopping Center................

Less accumulated depreciation ...............

Buildings and equipment, at cost (Note 1):
T e e e e Ay s S SRl S e e s
Furniture and equipment .....................
(oS B e R e e e e

Less accumulated depreciation................

Construction in progress (Note 1).................
Undrawn constriictionsfinds .. .. . o

Real estate for sale, at cost, net of depreciation

of $4,044 at November 30, 1966 (Note 2)........
Notes and contracts receivable (Note 3)............
Long-term receivable from tenant for construction. ..
Deferred charges and prepaid expenses............

Cash (includes savings and loan deposits of
$5,872 and $1,101, respectively, of which $2,851
and $1,101, respectively, were pledged in
connection with sale of contract receivable). . . ..
Accounts receivable (Note 5)......................
e R S SO e T s i e e
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BALANCE SHEETS

I\IC. NOVEMBER 30,1966-1965

LIABILITIES 1966

1965

Mortgages payable (Note 6).....................
Construction loans (Note 6).....................
Notes and contracts payable (Note 6)............
Mortgage notes payable to Panorama

B EuUnd (Note B). ... .o vve oo
Accounts payable Panorama City Fund (Note 6). . .
Deposit for tenant’s leasehold improvements. . . . ..
L R e S e e e
Accounts payable, trade .......................
Accrued taxes, interest, payroll, etc. .............
Other liabilities .................... e
BERERECCEINCOME . . v hvevs cmi ses e s s s ir s

DEFICIT IN CAPITAL

Common stock, $10 par, authorized 600,000
shares, issued 203,731 shares and
200,000 shares, respectively ................
Less excess of par value of stock
issued over book value of assets
received in mergers (Note 1).............

Capital stock subscribed, net of stock

subscriptions receivable of $4,319............
Capital in excess of par value (Note 8).............
BEEECICINCOarNINGgS .. ox v o5 <o sn e e

Treasury stock, 428 shares at cost................
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The accompanying notes
are an integral part of
the financial statements.



STATEMENT OF OPERATIONS
AND DEFICIT IN EARNINGS

for the year ended November 30, 1966 and
the eleven-month period ended November 30, 1965

Income:
Tenant income:

Retirement units ..............
Nursing home ................
Lacey Village Shopping Center

Restaurant sales ..................
Sales of real estate and manufactured fixtures. . ..
O NCOME . s e e o

Total income .............

Costs and Expenses:

Cost of real estate and manufactured

fixtures salds s o s e
Food cost, restaurant and nursing home.........
Salaries and wages ...............
Interest and amortized loan expense
Depreeialion: s rca s e
Repairs and maintenance...........
Telephone and utilities .............
Taxes—excise, property and payroll
Adveitising and promotion .........
Medical insurance .................
Gtherinsuranee .. ... .. -l oo
& P i s e e pe St B e

Loss for the period

($2.37 and $1.15 per share)........

Deficit in earnings:

Beginning of year .....

End of year ..o

The accompanying notes are an integral
part of the financial statements

........... $ 772,570

1966 1965

(Note 7)

........... $ 358,014 $ 209,376

........... 273,299 135,692

............. 79,966 67,066

711,279 412,134

........... 43,552 =

447,625 671,617

........... 19,377 21,589

........... $1,221,833 $1,105,340
........... 418,206
46,892
........... 362,488
............ 349,719
........... 120,527
........... 26,733
........... 96,511
............ 60,427
........... 70,453
........... 24,458
........... 16,153
........... 105,019

........... $1,697,586 $1,333,910

475,753 228,570

........... 296,817 68,247

$ 296,817

NOTES TO FINANCIAL STATEMENTS

1. Property and Equipment:

Property, plant and equipment has been
classified herein to differentiate between in-
come producing fixed assets (investments
in land, buildings, land improvements and
equipment) and non income producing
fixed assets. The latter includes construc-

tion in progress, construction and office
equipment and facilities, and vehicles used
primarily for promotional activities related
to rental units not yet completed. Construc-
tion in progress includes costs for (a) in-
come producing properties, (b) non income
producing properties, and (c) the account
of tenants.
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No revaluation of property is reflected in
the accompanying financial statements.
However, when capital stock was issued in
connection with mergers prior to Decem-
ber 1, 1965 (treated as poolings of interest)
there were taken into consideration (a) the
appraised values of real estate in excess of
cost (as permitted by the laws of the State
of Washington), and (b) the elimination of
capital in excess of par value at the time
of merger. The difference between these
amounts is deducted on the balance sheet
from the par value of the capital stock
issued.

2. Real Estate Held for Sale or Develop-
ment, at Cost:

Real estate held for sale consists primarily
of residential houses and unimproved lots
taken over by the company as an accom-
modation to residents of the retirement
community. Panorama City, Inc. takes title
to the resident’s equity in residential or
other property, giving the resident credit on
the rental agreement for the appraised fair
market value of the equity in the property,
less an agreed amount to cover the esti-
mated costs of selling the property.

Real estate held for development con-
sists of property contiguous to the retire-
ment community, acquired because of its
potential as an addition ultimately to the
retirement community but for which there
are no present specific plans.

3. Notes and Contracts Receivable:

Notes and contracts receivable bear inter-
est at rates of from 6% to 7%2% (including
at November 30, 1965 a note receivable
frdm an officer of $2,750), except that
$40,270 receivable from an officer and di-
rector, at November 30, 1966 and 1965
bears no interest. The notes arose princi-
pally from the sale of real estate and are
receivable principally in long-term install-
ments, but may be sold or used to satisfy
certain obligations.

4. Deferred Charges and Prepaid Expenses:

Included in deferred charges and prepaid
expenses at November 30, 1966 and 1965
are (1) unamortized advertising and promo-
tion expenses of $111,580 and $131,283,
respectively, which are being amortized
over a three-year period from the date of
completion of the retirement units adver-
tised, and (2) unamortized debt expenses
of $70,888 and $63,396, respectively, which
are being amortized over the lives of the
related mortgages.

5. Accounts Receivable:

Accounts receivable at November 30, 1966
and 1965 include $2,871 and $5,024, respec-
tively, from Panorama City Fund and $1,270
and $4,848 respectively from officers and
employees. The accounts receivable are net
of an allowance for doubtful accounts of
$6,000 and $1,000, respectively.




Mortgages, Construction Loans, Notes
~ and Contracts Payable:

2 mortgages payable at November 30,
6 bear interest at rates from 5% % to
% per annum, are applicable to the land
buildings, and are payable over remain-
terms ranging from 2 to 25 years. The
10rtgages are payable in uniform monthly
ounts applied first to interest and then to
ipal. Payments required in the reduc-
of mortgage principal are approxi-
ely as follows:

............. $ 262,966(a)
99,861
101,265
108,100
115,397

" (a) Includes $170,000 due in connection
f with a one-year extension of mort-
gage principal.
e construction loan of $550,000 at No-
ber 30, 1966 is covered by a first mort-
e on related buildings under construc-
and bears interest at 63 %. When the
ildings are completed it is expected that
related construction loan will be pajd
om the proceeds of a long-term mortgage.
Notes and contracts payable at November
0, 1966 and 1965 include $22,300 and $14,-
respectively, payable to an officer and
‘bear interest at rates of from 47 % to 8%.
The notes and contracts at November 30,
1966 are payable over various terms but
substantially before 1971, as follows:

~ Year ending November 30,

e $288,903
... 21,548
L e 14,626
L, 11,600
... 10,951
Thereafter ............ 71,002

$418,630

- The mortgage notes payable to Panorama
- City Fund of $1,840,000 at November 30,
- 1966 ($939,500 at November 30, 1965) are
~evidenced by a second mortgage on certain
land and fixed improvements owned by
| Panorama City, Inc., bear interest at 6% %
~and 6%2% and mature in 1984, 1985 and
| 1986 which is 20 years from date of issue.
| There is presently no provision for periodic
. repayment of the principal of these mort-
- gage notes.

~ Accounts payable to Panorama City Fund
| of $266,313 as of November 30, 1966 (no
| balance as of November 30, 1965) were
| converted to mortgage notes in February
| 1967. These mortgage notes bear interest
| at 6% % and mature in 1987. There is no
| provision for periodic repayment.

| At November 30, 1966 the first and sec-
‘| ond mortgages (including the blanket mort-
| gages) and construction loans related to the
| following land and buildings:

Construc-
Mortgages tion
First Second Loans
Shopping center
and underlying
land: . rowniesin $550,000

Retirement units and
underlying land
—completed and

under
construction ...$1,611,856 (b)

Nursing home
building and
underlying land

Land, roads and
utilities and
Panorama
Hatioe, s

Other real estate
forsale i aiys

257,869 (b)

990,311(a)  (b)

383,094 —
$3,243,130 $1,840,000 $550,000

(a) The base or blanket first mortgage is on
the land in and around the basic retire-
ment community complex excluding cer-
tain specified parcels on which con-
struction had occurred prior to the date
of the base mortgage. However, as fur-
ther construction takes place on parcels
of land such parcels are released from
the base mortgage and added to a new
mortgage pertaining to such building
and underlying land.

(b) The blanket second mortage is on the
land in the retirement community com-
plex and as improvements are made
thereon, such as roads, utilities and
buildings, the second mortgage applies
to such facilities.

Subsequent to November 30, 1966 a
blanket second mortgage on the shopping
center was registered as additional collat-
eral for the notes payable to Panorama City
Fund.

7. Commitments and Contingencies

The Company may be obligated under a
stock subscription agreement to purchase
certain shares of the capital stock of Village
Department Stores, Inc. for a maximum of
$25,020 plus interest thereon at 6% from
March 1, 1965. The company may be obli-
gated as guarantor for up to one-half the
rentals under a lease expiring in 1985 with
a minimum annual rental of $20,952, per-
taining to one store location leased by Vil-
lage Department Stores, Inc., if that com-
pany is unable to pay such rentals. The
company may also be obligated as guaran-
tor of one-half of the indebtedness of Vil-
lage Department Stores, Inc. to Star Finance
Company. This indebtedness at November
30, 1966 consisted of a note in the amount
of $225,000 plus unpaid accrued interest.
In addition, the company may be contin-
gently liable for other obligations of Village
Department Stores, Inc. in amounts not
presently ascertainable, since the company
has a 25% voting interest in Village Depart-
ment Stores, Inc. (This investment was writ-
ten off as of November 30, 1965.)

Claims and liens aggregating $115,738
have been filed against the company. Settle-
ment negotiations are in process.

Expenditures for buildings and improve-
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ments during 1967 are expected to approxi-
mate $2,000,000; however, purchase com-
mitments in connection therewith are
negligible.

The company has transferred certain real
estate at appraised values as payment for
obligations to creditors. In this connection,
the company is contingently liable for any
losses suffered by each of such creditors
upon the ultimate disposition of the real
estate. Such losses to date have not been
material.

8. Common Stock and Capital in Excess of
Par Value:

No shares of the company’s stock are held
by Panorama City Fund; no shares are re-
served for officers and employees or for
options, warrants, conversions and other
rights.

An analysis of capital in excess of par
value is as follows:
Balance, January 1, 1965......... —_
Excess over par value received from

issuance of 112 shares of

common stock » .. $ 560
Balance, November 30, 1965. .. .. .. 560
Add: Excess over par value

received from issuance of 3,731

shares of common stock ....... 37,266
Less: Registration expenses
charged to capital surplus ...... 37,826

Balance, November 30, 1966 . ... .. —_

9. Reclassification of Costs and Expenses:

The company’s fiscal year was changed in
1965 to November 30, resulting in an eleven-
month period ended on that date. For the
year ended November 30, 1966 the com-
pany reclassified its cost and expense ac-
counts. Consequently the individual costs
and expenses for the eleven-month period
ended November 30, 1965 are not compa-
rable with such costs and expenses for the
year ended November 30, 1966.

10. Federal Income Taxes:

Credits from net operating loss carryfor-
wards, which may be available to reduce
future income tax provisions in the event
that income prior to their expiration is suf-
ficient to permit their being utilized, aggre-
gate approximately $409,000 and expire as
follows:
Fiscal Years

Ended Amount of Tax
November 30, Credit Expiring
1987 = s e $ 2,000
ROBB . e 21,000
helsi R 62,000
970 e e 108,000
i R 216,000

There are differences between book and
tax income primarily because certain
charges deferred on the books have been
expensed for tax purposes.

In addition to the credits from net oper-
ating loss carryforwards the company has
available certain. presently undetermined
amounts of investment credits.




TO THE

BOARD OF TRUSTEES
PANORAMA CITY FUND
OLYMPIA, WASHINGTON

We have examined the balance sheet
of Panorama City Fund as of
February 28, 1967 and the related
statements of income and changes in
ownership equity for the year then
ended. Our examination was made in
accordance with generally accepted
auditing standards, and accordingly
included such tests of the accounting
records and such other auditing
procedures as we considered necessary
in the circumstances. We previously
examined and reported upon the
financial statements of the Fund for
the fiscal year ended February 28, 1966.

Subject to the collectibility of the
notes receivable from Panorama City,.Inc.
which is dependent upon the completion
by Panorama City, Inc. of its building
program and its ability to operate
sufficiently profitably to meet its
obligations, in our opinion the
accompanying balance sheets and
statements of income and changes in
ownership equity present fairly the
financial position of Panorama City Fund
at February 28, 1967 and 1966, and the
results of its operations for the years
then ended, in conformity with
generally accepted accounting principles
applied on a consistent basis.
LYBRAND, ROSS BROS.

& MONTGOMERY
Seattle, Washington
April 17, 1967

PANORAMA CITY

ASSETS 1966

1967

Current assets:

Easheiotesliee = o S e s e
Accountsreceivable . ........................
Other notes and contracts receivable,

current porlion .. . ..o e
Deposits receivable, current portion (Note 12). . .
Prepaid insurance and taxes .................

Total currentassets . ................

Restricted cash—pledged (Note 6)................
Accounts receivable—Panorama City, Inc.

[ T e o S e e e S
Notes receivable—Panorama City, Inc.

o e e e e e e e

Deposits receivable, long-term (Note 12)...........
Other notes and contracts receivable, less
current portion and less allowance for
doubBtfilFacconnts-of SEO00D". = o o vce v v

Real estate owned, less valuation allowances of
$4,924 in 1966 (Notes 9 and 11)...............

Rental property, less valuation allowance of
so 48 Notes mndii) o c . s e
Less accumulated depreciation ...........

Other assets, principally unamortized
registration expense ... .. ... ...ov 0 inainions
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BALANCE SHEETS
FEBRUARY 28,1967 -1966

LIABILITIES

1967

~ Mortgages payable, amount due within

: e NOle D) i e
[ sounts payable, trade . ............. ... ... ...
- Accounts payable, Panorama City, Inc. . ...........
Accrued interestpayable . ............ .. ... ...,

E fEctal currentliabilities s rrr oo 0

ther liabilities:

~ Deferred property settlements (Note 5).............
Mortgages payable, less amounts due

within one year (Note 10). ....................

Hiotallliabliiesoo s o o

rred loan service fee income (Note 7). ............

OWNERSHIP EQUITY

sits (equity of trustors):

Rinterest bearing .. ... . 0o i e
B eaing s s e
Deposits in process (Note 12)....................

deferred loan service fee income
B = e T e e e

rve for excess annuitant payments.................
Total equity of trustors (Note 3). ...........
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1966

The accompanying notes
are an integral part of
the financial statements.



STATEMENT OF CHANGES

IN OWNERSHIP EQUITY

for the years ended February 28, 1967 and 1966

1967 1966
Balance at beginning............ $1,089,967 $ 758,996
Add:
Lifetime annuity deposits (Note 3):
CashL. . i i 500 vl v s — 6,000
Transfer from lifetime
lease deposits ........... 5,000 -
Lifetime lease deposits:
Cashisel il e i e 1,338,915 332,500
Property ......ccvvvimenians — 3,000
Transfer to lifetime
annuity deposits ........... (5,000) —
Deposits receivable
(Note 12) ............... 229,920 —
2,658,802 1,095,496
Deduct:
Termination of deposits—
lifetime lease plan .......... 85,300 —
Annuity plans corpus reduction
(Noter8y . & s s e 537 350
_BIZEE - LOEAG
Add:
Net income ................... Tl 172 36,318
Less amounts paid for trustors
(Natei2) e e o i, (76,232) (41,497)
940 (5,179)
Balanceatend ................. $2,573,905 $1,089,967
Consisting of:
Noninterest bearing deposits...$ 352,500 $ 174,000
Interest bearing deposits ...... 1,882,240 933,662
Deposits in process (Note 12)... 355,920 —
Deferred loan service fee
income (Note 7) ............ (16,755) (17,695)
$2,573,905 $1,089,967

The accompanying notes
are an integral part of
the financial statements.
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STATEMENT OF

for the years ended February 28, 1967 and 1966
1967 1966
Income:
e e e $93,907 $65,324
REMEIS s o e e 1,950 1,800
Loan service fees (Note 7). ........ 940 1.371
Total income ........... $96,797 $68,495
Expenses:
Operating and administrative
EXPENSES . ..o vviiiii 10,909 15,559
Interest expense...........<.... 9,293 12,888
Discount on contracts sold........ — 3,436
Total expenses . ......... 20,20% 31,883
Income from operations.............. 76,595 36,612
Other income:
Sales of property «-. ... .. 0000 54,400 41,562
Cost of property sold (Note 13).... 53,823 41,856
Gain (or loss) on
propertysold .......... B _7(&)
Net income (Note 4)...... $77,172 $36,318
Total distributions (distributable) for
trustors (Note 2):
Net income or loss, as above. . .. .. $77,172 $36,318
Treating loan service fees as
income in year of receipt....... — 6,550
Less loan service fees
amortized as above ............ (940) (1,371)
Net distributions
(distributable) ......... $76,232 $41,497

R ———



. Cash and Liquidity Factor (Liquid Fund):
~ As at February 28 cash is composed of:

1967 1966
Liquidity factor—
unpledged savings
Becounts ......... $130,833 $65,384
- Checking account
Rclecash . ....... 10,059 4,092
Total unrestricted

gash: ........ $140,892 $69,476

| The trust agreement provides that liquid
| assets shall be maintained at least equal
to 5% of the total assets of the Fund. At
February 28, 19567 and 1966 the liquid as-
| sets, as defined, were $130,833 or 4.71% of
| the total assets and $65,384 or 5.27% of the
| total assets, respectively. During the past
| year the liquidity factor was frequently less
- than 5%.
During March 1967 savings accounts in
- the amount of $99,000 were pledged as col-
| lateral for short-term bank loans (90 days or
less) of $100,000, and the proceeds were
~ loaned to Panorama City, Inc. on a 20 year
6% % note receivable with collateral con-
| sisting of a second mortgage on certain
| properties of the City (See Note 8). This
| transaction, if given effect to as of February
28, 1967, reduces the liquidity factor to
. 1.11% of the total assets. The bank loan
| was repaid on April 17, 1967 and the pledged
| collateral released.

2. Distribution for Trustors:

The agreement for residency provides that
the Fund shall distribute 4.8% or 5.5% (as
determined by the residency agreement) of

the trustors’ deposit in excess of the first
$2,000 or the net earnings (which were
computed on a cash basis with respect to
loan service fee income) of the deposit,
whichever is the greater. Since the net
earnings of the deposit exceeded the re-
quired percentage (4.8% or 5.5%), the
larger amount was distributed for the trustor
residents to Panorama City, Inc. for both
the fiscal years ended February 28, 1967
and 1966. Payments for trustors are made
at varying rates. Minimum deposits earn
4.8% on the amount deposited in excess
of the first $2,000 of such deposit. On May
27, 1966 the Board of Trustees of the Fund
approved a resolution that the interest rates
on deposits in the Fund be increased from
4.8% to 55% per annum provided, how-
ever, that a depositor, in order to qualify
for the increased rate, be required to de-
posit in the Fund an amount equal to 10%
of the minimum deposit that had been re-
quired of such resident for the unit then
being occupied. Payments on lifetime an-
nuity deposits are made at the rate of 5%
of the balance of the deposit in excess of
the first $2,000, or in one instance on the
balance of the deposit in excess of the first
$1,000. The effective rates of interest (with-
out consideration of distribution of excess
earnings of the Fund—see Note 4) vary
accordingly as follows:

Rate  Minimum deposit of  Effective rate

4.8% $ 6,000 3.20%
4.8% 15,000 4.16%
5.5% 6,600 3.83%
5.5% 16,500 4.83%

Net income of the Fund is distributed for
the benefit of trustor-residents at the end of
the Fund'’s fiscal year.

3. Invasion of Corpus:

The trust agreement provides that the cor-
pus of the Fund may be used for any pur-
pose of the Fund that the trustees deem
advisable. During the year ended February
28, 1965, the trustees paid over to Pano-
rama City, Inc. the sum of $489 for a trustor
for rental and other charges. This invasion
of corpus is expected to be repaid by the

19

trustor. During the fiscal year ended Feb-
ruary 28, 1966, one trustor-resident com-
pleted the payment into the Fund of a
deposit of $6,000 under the annuity plan,
and during the fiscal year ended February
28, 1967 one trustor-resident transferred a
$5,000 lease plan deposit to the annuity
plan. Monthly payments have been made by
the trustees for the trustors under this plan
(which is applied to their monthly rental),
reducing the corpus of the annuity deposits
in the amounts of $350 and $537 in the
fiscal years ended February 28, 1966 and
1967, respectively. Included in the amounts
paid for these trustors is the 5% earned on
the excess over $2,000 and $1,000 respec-
tively, computed monthly on a diminishing
deposit balance as the deposit is invaded.
Further invasions of these deposits will oc-
cur as subsequent payments are made to
Panorama City, Inc. for the benefit of the
trustor-residents. Should the resident out-
live the assumed life expectancy on which
the amount of his deposit is calculated, the
Fund continues to be obligated to make the
agreed payments for his lifetime. In this
case, the deposits of all depositors under
either plan represent a fund from which
such payments must be made.

4. Income Tax Status of Fund:

No provision for income taxes has been
reflected in the financial statements of the
Fund. The agreement for residency provides
that in the event the Fund has aggregated
net earnings in excess of 4.8% or 5.5% of
such portions of the respective deposits in
any fiscal year after required reserves then
such excess shall be paid over to Panorama
City, Inc. to be credited to the accounts of
the respective residents per capita as addi-
tional rent paid in the preceding year. Each
trustor should inciude his portion of the net
earnings in his taxable income for federal
income tax purposes. For this purpose, loan
service fees are treated as income in the
year of receipt although reported on the
accrual basis in the financial statements.

5. Deferred Property Settlements:

The Fund has accepted real estate in pay-
ment of deposits. The excess value of the
net allowance for the real estate over the




amount of the ‘“deposit” is placed in the
“deferred property settlements” account
and is paid to the depositor after the prop-
erty is sold or otherwise liquidated.

6. Pledged Savings Account:

A savings account in the amount of $7,500
and $8,002 at February 28, 1967 and 1966,
respectively, is held as collateral in connec-
tion with the sale of a real estate contract
by the Fund. This savings account will be
released to the Fund when the real estate
contract has been substantially reduced
(See Note 1).

7. Deferred Loan Service Fee Income:

A 2% charge was collected from Panorama
City, Inc. on certain notes executed. For
statement purposes these fees are taken
into income over the lives of the related
notes receivable, but in the records of the
Fund and for purposes of distributions to
the trustors (and their related tax liability)
are regarded as income in the year of re-
ceipt.

8. Notes Receivable, Panorama City, Inc.
and Real Estate Contracts Receivable:

These are long-term promissory notes of
Panorama City, Inc. with collateral consist-
ing of a second mortgage on certain land
and fixed improvements situated within the
Panorama City Retirement Community com-
plex and on certain land and fixed improve-
ments known as Lacey Village Shopping
Center, which is owned and operated by
Panorama City, Inc. They bear interest at
the rates of 6%2% or 6% % and have a life
of twenty years. The notes presently held
will mature on varying dates in 1984 through
1987 according to the date of issue. The
mortgage does not require or provide for
amortization of principal and no payments
were received in 1967. Accounts receivable
from Panorama City, Inc. of $32,529 at Feb-
ruary 28, 1967 were converted to long-term
notes receivable subseqgent to year end.
The following tables set forth as of Feb-
ruary 28, 1967 and 1966 the amounts of
prior liens consisting of first mortgages and
certain real estate contracts receivable, and
first mortgages underlying such contracts
which latter first mortgages are included in
“mortgages payable” on the balance sheet.

1967 1966
Amount of prior liens
on:
Notes receivable,
Panorama City,
N o $1,533,023
Real estate
contracts
receivable .....

$590,421

40,009 —
$1,573,032 $590,421

Carrying amount of
notes and
contracts:

Notes receivable,
Panorama City,
Inc. ........... $2,119,000

Real estate
contracts
receivable .....

$975,000

49,414 =
$2,168,414 $975,000

9. Real Estate Owned and Rental Property:

The amounts under these captions repre-
sent residential and partially developed
properties accepted by the Fund from
trustor-residents as part, or all, of their de-
posit. One piece of property was accepted
as partial payment for the purchase price of
property sold during the fiscal year ended
February 28, 1967.

February 28,
1967 1966
Amount of
encumbrances
(Note 10):

Real estate owned ..$ 33,626 $ 75,860

Rental property 35,613 21,226
$ 69,239 $ 97,086
Cost to the Fund (Notes
5and 11):
Real estate owned.. $ 88,839 $133,639
Rental property . .... 67,804 37,582
$156,643 $171,221

10. Mortgages Payable:

These items represent first mortgages on
the real property of the Fund or are related
to property sold on contract by the Fund.
The mortgages bear interest at rates varying
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from 5.5% to 6.6% with repayment terms of
20 to 30 years. Payments applicable to the
reduction of principal range upwards from
$2,939 in 1968 to $3,661 in 1972.

11. Valuation Allowances:

When the Fund accepted residential prop-
erties from the trustor-residents as part, or
all, of their deposit, certain anticipated sell-
ing costs were deducted from the appraised
value of the properties to arrive at the
amount of credit due the trustor. These es-
timated amounts are shown as ‘‘valuation
allowances” on the balance sheet and are
deducted from the ‘“real estate owned” and
‘“rental property” amounts to reflect net
cost values in the asset section.

When the properties are sold, the related
amounts in the “valuation allowances” ac-
count are credited to the “cost of property
sold” account, offsetting the actual selling
costs of the properties.

12. Deposits in Process:

Deposits are accrued at the time of signing
the residency agreement and shown as de-
posits in process. At such time as the resi-
dent establishes residency and commences
rent payments (and has paid his deposit in
full) the deposit is transferred to equity de-
posits. The deposits in process may or may
not bear interest depending upon the terms
of the individual agreements. As of Febru-
ary 28, 1967 approximately $37,000 of the
deposits in process were earning interest
at the rate of 5.5% per annum.

Deposits receivable long-term are depos-
its due after one year or more from persons
who have signed a residency agreement but
do not wish to establish actual residency
within the next year.

13. Guaranty by Panorama City, Inc.:

Panorama City, Inc. under a hold harmless
agreement dated November 1, 1964 agreed
to hold harmless the Fund from any loss
occasioned by the sale of certain real estate
held by the Fund as at that date. Sales of
such property resulted in losses of $313
during the period ended February 28, 1966
and $1,678 during the period ended Febru-
ary 28, 1967. The losses have been reim-
bursed by Panorama City, Inc. and cost of
property sold has been reduced accordingly.




PANORAMA CITY
AND THE

STOCKHOLDER

Panorama City, as a real estate de-
velopment company, is constantly
faced with the need for long term
financing. In the past, during the
first four years of our development,
our major financing was achieved
through the traditional commercial
loans by commercial banks and
savings and loan institutions, and
through our own private financing
source, the Panorama Fund.

To date, the Panorama Fund,
which is created by the deposits of
the residents who move into Pano-
rama City, is in excess of $3,000,-
000.00. Each resident, who is an
investor in Panorama City, currently
receives interest on all of his de-
posit over the first $2,000. The
trustees for the Fund, in turn, have
re-invested a major portion of this
Fund in Panorama City.

Now, through our successful reg-
istration with the Securities and Ex-
change Commission, Panorama City
is making its common stock avail-
able to the general public. Sales are
made only through a prospectus.

As an investment company, Pan-
orama City has a record of outstand-

ing growth. During the first four
years of its existence, the corpora-
tion’s fixed assets acquired at a cost
of $5,200,000, have grown from
$300,000 to $7,864,000.00 as of April
30, 1967 based on appraisal, and we
have hardly begun.

Individually, Panorama City looks
forward to the greatest year of
growth in its history. During 1967
alone our living units and resident
population is expected to double.
Our extensive real estate holdings,
located in one of the fastest growing
areas in the West, continue to in-
crease in value daily.

As part of the booming Puget
Sound and Thurston County area,
the growth picture for Panorama
City, Inc. is even more attractive.
Projected growth figures for Thurs-
ton County indicate that this here-
tofore rural, farming county will
probably experience a greater ex-
pansion than most of the regions
bordering Puget Sound. Already
chosen as the site of Washington's
first, new four-year state college in
the past half-century, Thurston
County is bracing itself for the es-
tablishment of other industrial and
business growth.

As a proven, growing investment
and real estate company located in
the heart of this great expansion
and development, Panorama City,
Inc. will continue to provide the in-
vestor with even greater opportu-
nities for personal growth and profit
in the decades ahead.

CAPTIONS

PAGE 1

Secretary of State A. L. “Lud’ Kramer
and president Loveless

preside at Convalescent Center opening.

PAGE 3

(left) Panorama Hall's spacious lobby.

(top) The year’s construction continues at a
record pace. (bottom) President Loveless
and Washington Governor Rosellini break
ground at Panorama City.

PAGE 4

The community’s physical and
occupational therapy program provides
daily assistance to residents and
non-residents alike.

PAGE 5

(left) “Meals on Wheels" brings food piping
hot and crispy cold to Convalescent Center
patients from the community's own
restaurant. (top) A familiar sight as friends
get together on the grounds for croquet.
(center) The Convalescent Center's
closed-circuit TV provides 24-hour
attention for constant care patients. (right)
PC's Convalescent Center provides the
maximum in professional services, 24 hours
every day. (bottom) Occupational therapy
helps retrain patients in everyday skills.

PAGE 6
Panorama City's own television station
(Channel 3) telecasts daily to residents.

PAGE 7

Lovely Panorama Park, another Panorama
City real estate development,

peeks through the morning mist on the
shores of renowned Hood Canal.

PAGE 8

From any view, Panorama City provides
the resident and visitor alike
with a rare beauty.

PAGE 11

Panorama City residents find a whole new
world of activity and excitement at the
West's most outstanding retirement
community: (left) Digging oysters at
Panorama Park on Hood Canal.

(center) Playing shuffleboard among
Panorama City's sheltering evergreen trees.
(right) Enjoying their personal cultural
pursuits in the privacy of their own
lovely home or apartment.
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