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Forward looking statements and risk factors:
- This Supplemental Information and other materials we have filed or may file with the Securities and Exchange
. Commission, as well as information included in oral statements made, or to be made, by our senior management contain
certain “forward-looking” statements as that term is defined by the Private Securities Litigation Reform Act of 1995, All
statements regarding our expectad future financial position, results of operations, cash flows, funds from operations,
‘continued performance improvements, ability to service and refinance our debt ohkligations, akility to finance growth

]pp", ‘opportunities, and similar statements including, without limitations, those containing words such as “rmay,” “will,”

L'f-'”.believes]‘ anticipates,” "expects” "intends,” "estimates,” “plans,” and other similar expressions are forward-locking
~ statemnents. Forward-looking staterments involve known and unknown risks and uncertainties that may cause our actual

! b res__u_its in future periods to differ materially from those projected or contemplated in the forward-looking. Such risks and

uncertainties include, among other things, the risks which are described under the heading "Risk Factors” in ltem 14 in

{ our Form 10-K for the year ended December 31, 2017, In this Supplemental Information, we refer to non-GAAP financial
' measures These non-GAAP measures are not prepared in accordance with generally accepted ac_co;unt_-ihg prlnmb\"esi‘




OVERVIEW

NATIONAL HEALTH INVESTORS, INC. (NYSE: NHI), is a real
estate investment trust specializing In sale-leaseback, joint-
venture, mortgage and mezzaning financing of need-driven
and discretionary senior housing and medical investments.
MNHI's portfolio consists of iIndependent, assisted and memory
care communities, entrance-fee retirement communities, skiled

nursing facilities, medical office buildings and specialty hospitals,
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Quarter Ended / s 0f
02 2018 012018 4 2017 03 2017 02 2017
Bulonce Sheet Data
Gross cost of real estate assets 3 2803950 ¢ 2683685 $ 2665903 ¢ 2620920 $ 2,612,804
Tatal assets 2,673,236 2,659,428 2,545,821 2,519,932 2,511,042
Tatal liabilities 1,311 864 1,239,547 1,223 704 1,192,265 1,224 616
Tatal stockhelder's equity AlE Al S 1,319,881 Qi iy 1,327,667 1,286,426
Dperating Dota
Tatal revenuet 3 72,956 % 72746 % 71,083 % 71372 % 69,826
Rental revenue - GAAPL 59,869 69,253 68,050 68,224 65725
Straight-line rents Z.835 5,962 7,134 6,951 5,249
Rental revenus - Cash? 64,034 63,291 60,916 61,273 59475
Adjusted EBITDAZ2 659,968 67,950 57,931 68,644 66,237
Interest expensa® 12,220 11,614 11,185 11,746 11,732
General & administrative expense 2,765 4,170 3,075 2,513 2521
Funds from operations per diluted commaon share 1.33 1.34 1.31 1.35 134
Normalized FFO per diluted comman share 1.38 1.35 1.35 1.57 1.32
Naormalized AFFOD per diluted commaon share 1.26 122 1.21 122 1.18
Regular dividends declared per comman share 1.00 1.00 0.95 0.5 0.95
Capitalization
Common shares cutstanding at end of each pericd 42172 41 532 41,532 41,631 40,984
Market value of equity at end of each period 3 3107233 ¢ 2794688 % 3130682 $ 3209931 § 32450933
Total debt 1,225,720 1,160,226 1,145 497 1,111,292 1,145,005
Net debt 1,222,675 1,156,996 1,142,434 1,107,366 1,141,535
Total market capitalization, including net debt 4,329,908 3,951,684 4273116 4,317,287 4,387,458
Ratios
Interest caverage ratiot Bl 5.9% il 5.8x 5.6x
Fixed charge coverage ratio 6.0% 6.3% 6.8x% 6.6x 6. 3x%
Met debt to adjusted ERITDA (annualized) 4.3x 4 3x 4.2% 4.0x 4.3x
Dividend payaut ratio for narmalized FFO 72.5% T4.1% 70.4% 659, 3% F2.0%
Dividend payout ratio for normalized AFFO 79.4% 82.0% 72.5% 7759% 30.5%
Met debt as a percentage of market capitalization 282% 29.3% 267% 25.6% 26.0%
Secured debt as a percentage of net debt 11.5% 12.2% 12.4% 11.1% 10.8%
Portfolio Statistics
NMumber of properties (includes mortgages) 229 220 218 216 215

'Certain balances were reclassified to conform the presentation of priar perieds to the current period
2For all periods presented EBITDA has been adjusted to reflect GAAP interest expense, which excludes amounts capitalized during
the pericd

g

il =
] e
T




- PERFORMANCE S
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Focused on growing with our 34 operating partners and select new customers
Diversified Investment plan emphasizing private pay senior housing properties
Experienced operators with proven record of quality care and value creation
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Q32018
Bickford Senior Living

Q22018

Bickford Senior Living
Ensign Group
Comfort Care

Q12018
Ensign Group
Bickford Senior Living

Q42017

Discovery Senior Living
Mavion Senior Solutions
Woodland Village

@3 2017

Evolve Senior Living
Senior Living Communities
Acadia Healthcare

Q22017
Bickford Senior Living

@1 2017

Lasalle Group

Prestige Senior Living
MNavion Senior Solutions
Bickford Senior Living
Ensign Group

Development Activity

Life Care Services
Bickford Senior Living
Senior Living Communities
Woodland Village

Various

SHO

SHO
SNF
SHO

SME
SHO

SHO
SHO
SHO

SHO
SHO
HCSP

SHO

SHO
SHO
SHO
SHO
SME

EEC
SHO
SHOC
SHC
SHO

Construction Loan

Lease
Lease
Lease

Lease
Construction Loan

Lease
Lease
Expansion

Mortgage Note
Renowation
Land Lease

Lease

Lease

Lease

Lease
Construction Loan

Lease

Senior Note
Construction
Construction Loan
Expansicn
Renovation & Construction

L B4/1
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264,77
106/2

121/1
60/1

202/1
33/1
4471

40/1
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N/A
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D2EAE
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N/
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T
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NC
Fl
Tx

WA
IL, Wt
Varlous

WA
Various

9,00%

5.85%
8.10%
7250

8.20%
9.00%

7.00%
7.15%
8.50%

2.00%
7.04%
7.00%

7.25%

7.00%
7.00%
7.55%
2.00%
8.35%

6.75%
9.00%
8.85%
8.50%
Yarlous

69,750

29,0008
17,100
14,4048 (14,404
14,000 (1,824
$ 158854 § (131819 &
24,600 (34,600)
8,200 (7,550
7,100 =
10,000 ¢10,000)
6,830 (2,185)
4,840 4,840
10,400 10,4000 =
61,865 (61,865) =
26,200 (26,200 =
16,100 (16,1000 =
14,000 (8,107) 5,893
13,8462 (12,846 -
$ 213981 $ (195693 § 18,288
$  6DODD F (BE 463 § 3537
$ 55500 § (53857 & 2,643
$ 15000 % (821 % 14,159
3 7100 % (2502) % 4,593
$ 28339 % (165RE) $§  1177%
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- Low Leverage Balance Sheet
. Staggered Long-Term Debt Maturities
. Target 60/40 Equity/Debt Funding Mix Hormalized FFD [per diluted share] Dividend Payout

$6 $aq9
g 529

Adjusted EBITDA Normalized AFFO (per diluted share)
$20— bl
$20 ol 43 um

20— 1—|
0
$160 =
$120— 2—

10— o ]

$0—

50 $1

208! 2007 18 2016 2017 2018°

1 Updated to reflect reclassifications to conform prior period presentations to current pericd
2 Annualized, see page 17 for reconciliation
3 Mid-peint of guidance rangs
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S, in D0D's) Amount Rate? % of Total Haturity®
Secured Debt
Fixed Rate
HUD Mortgage Loans % $44,640 4.04% 3.6% 19 years
Fannie Mae Mortgage Loans 95,206 3.94% 7.8% 8years
Total Secured Debt 140,846
Unsecured Debt
Fixed Rate
Term Loans 650,000 3.83% 52.5% 7 years
Convertible Senior Notes 120,000 3.25% 97% 4 years
Yariable Rate
Revolving Credit Facility 327,000 2.96% 26.4% 5years
Total Unsecured Debt 1,097,000
Subtotal 1,237,846 2.56% 100.0% 6 years
Note Discounts (31325
Unamortized Loan Costs (8,994
TotalDebt § 1,225,720

L Excludes impact of unamortized discounts and loan costs;

5 2 Annualized, see page 17 for reconciliation
SWeighted average

Q22018 | NATIONAL HEALTH INVESTORS
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INDUSTRY PARTNERS s

BEST-IN-CLASS
- OPERATORS

We partner with best-in-class operators of independlent living,
assisted living and memaory care. skilled nursing, medical office bullding,
and specialty hospital facllities,

Stabilized Lease Portfolio EBITDARM Coverage® 0117 01°18

121 —
10x—
Br—
bx —
1 —

21—

0r —

SHO SHF HoSP HOB

() indicates the number of properties; excludes developrment and lease-up properties that have been in cperation for less than 24
manths; includes pra forma cash rent for stabilized acquisitions in the partfalio less than 24 months

* based on trailing twelve months; full portfolio coverage 1.68x; 5NF includes NHC coverage of 3.63x & 3.59x for the T12 periods
ending Q117 & Q1 '18, respectively; SHO Includes 5L coverage of 1.39x & 1 .28%, Bickford coverage of 1.22x & 1,18x, and Heliday
coverage of 1.18x & 1.17x, all for the T12 pericds ending Q1 17 & Q1 718, respectively, Portfolio coverages in the latest reporting
eriod include: all other SHO of 1.29x & 1.27% for Q1 17 & Q1 18, respectively; and all other SNF of 1.39x & 1.51% for @l '17 & Q1 183,
ctively. All other SHO includes coverages for all other need driven of 1.18x & 1.12x and all other discreticnary properties of 2.10%
2 39 for Q1 '17 & @1 '18, respectively.

s covarage of 1.20x and 1.156x for Q1 17 & Q1 "18, respectively, for need driven preperties and 1.34x and 1.30% for
1 °18, respectively, for discretionary properties, Excludes results from SH Regency Leasing, LLC

L[ TH INVESTORS | @2 2018
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CHANCELLOR

Bickford Senior Living manages or operates over 50 independent
living, assisted living, and memaory care branches throughaut the
country. They are also an experienced developer, constructing over
150 communities

Senior Living Communities owns and cperates [uxury retirement
cormmunities located in Connecticut, South Carclina, Morth Carolina,
Flerida, Georgia and Indiana.

Haliday Retirement is ane of the largest providers of independent
living cernmunities in the U5 Founded in 1971, they are a privately
held company and cudrrently operate more than 300 facilities

Founded in 1271, Mational HealthCare Corporation (MY SE: NHC) is
a publicly traded cperator, specializing in skilled nursing centers
aleng with assisted and independent living facilities. NHC oversees
mere than 9,000 skilled nursing beds acress 10 states, with
propertias lacated in the Southeastern, Nartheastern, and Midweastarn
parts of the United States

The Ensign Group (MASDAG: EMNSG), provides skilled nursing
and assisted living services, physical, occupaticnal and speech
tharapies, homea health and hospice sarvices, urgant care and other
rehabilitative services.

Health Services Managernent is a non-profit fermed in 2000, The
Company operates maore than 20 skilled nursing and assisted living
facilities located in Florida, Indiana, Tennessee, and Texas

Chancellor Health Care is based in Windsor, Califernia and formed
in 1992, Chancellor operates on the full continuum of care and has &
properties across 4 states, which include Califernia, Colorado,
Maryland and Cregon, and serve over 750 seniors

Senicr Living Management Corporation is based in Caconut Creek,
Florida and operates assisted living, memaory care and skilled
nursing facilities in Flarida, Georaia and Louisiana

Prestige Care and Prestige Senior Living operate a family of more
than 80 senior care communities throughaut the western United
States Founded in 1985, Prestige provides a comprehansive senior
service expetience offering assisted living, independent living,
memaory care, home health, skilled nursing and rehabilitation.

Based in Des Moines, lowa, and established in 1971, Life Care
Services aperates and develaps cantinuing care retiremeant
communities, stand-alone assisted living, memory care, and rental
communities nationwide

Based an annualized cash revenue of $271,448000 for contracts in place at June 30, 2018

G2 2018 | NATIONAL HEALT!
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Ownership | Market Focus | % of Revenue!
Private SHO 18%
Private SHO 15%
Private SHO 14%
Public | SNF/SHO 14%
Public SHF 8%
NEP SMF 4%
Private SHO 3%
Private SHO 3%
Private SHO 2%
Private SHO 1%




LEADERSHIP

INVESTING IN
RELATIONSHIPS

pe = )
4
Eric Mendelsohn Kristin S. Gaines Roger R. Hopkins Kevin Pascoe
President & CEOQ Chief Credit Officer Chief Accounting Officer Chief Investment Officer

John Spaid Michelle Kelly Colleen Schaller Ron Reel
EVP, Finance SWP, Investments Director, Investor Relations  controller
ANALYST COVERAGE
Chad Vanacore, Stifel, Nicolaus & Company John Roberts, JJB. Hilliard W.L. Lycns
Dana Hambly, Stephens Inc. Jordan Sadler, Key Banc Capital Markets

~ Daniel Bernstein, Capital One Securities, Inc Juan Sanabria, Bank of America Merrill Lynch

ric Fleming, Suntrust Petar Martin, JMP Securities
ge France, Cantor Fitzgerald Rich Anderson, Mizuho Securities
Todd Stender, Wells Fargo

Imnvesters, Ing. | 222 Bobert Rose Drive | Murfreesborg, Tennessee 37129 | 61589029100
eitcom | www.nhireit.com
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BALANCE SHEETS

(in thousands, except per share amounts)

June 30,2018

fssets
Real estate properties
Land % 200,197 %
Buildings and improvemeants 2 588 660
Construction in progress 5,093
2,803,950 5,90
Less accumulated depreciation (415 332) (380,202)
Real estate properties, net 2,588,618 2,285701
Mortgage and other notes receivable, net 148676 141,426
Cash and cash equivalents 3045 ‘2,063
Straight-line rent receivable 108,771 97 259
Other assets 23,126 18,212
Total Assets % 2673236 % 2,545 821 |
Liabilities and Stockholders’ Equity
Debt % LaEsdie it 1,145 497
Accounts payable and accrued expenses 15,814 15,302
Dividends payable A2 72 39,456
Lease deposit liabilities F1525 21275
Deferred income 5833 1,174
Tetal Liabilities 1,311,864 1,223704
Commitments and Contingencies
Mational Health Investors Stockholders’ Equity:
Cormmon stock, $.01 par value; 60,000,000 shares authorized,;

42,171,866 shares issued and cutstanding 422 415
Capital in excess of par value 1,333,874 1,289 919
Curnulative net income In excess of dividends 24,938 32605
Accurnulated other comprehensive income 2,138 (822)

Total Stockhalders’ Equity 1,361 372 1, e

Total Liabilities and Equity % 2673236 % 2,545,821

Certain balances were reclassified to conform the presentation of prior pericds to the current period.




STATEMENTS OF INCOME S

[in thousands, except share and per share amounts)

Quarter Ended June 30, 1018 2017

Revenues
Rentalincome 3 69,869 & 65725
Interest income from martgage and other notes 3,056 3,992
Investrnent income and othear 31 109
72,956 69,826

Expenses
Depreciation 17,794 16,819
Interest, including amertization of debt discount and issuance costs 12,220 M
Legal 223 146
Franchise, excise and other taxes 266 267

General and administrative 2765 2‘.521_
Loss and realty losses 1,849 —

35,117 31,485
| Incorne before investment and other gains and losses 37839 33,341
- Loss on convertible note retirerment = (96
Net income % 37,839 % 38,245

‘Weighted average cammean shares outstanding:
Basic 41,704,819 40,982,244
Diluted 41,796,829 41,245,173

I Earnings per commen share:

f Met income attributable to commen stockhelders - basic 3 91 + 93
F Net income attributable to commen stockholders - diluted $ 91 3 195

.
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FFO, AFFO & FAD

[in thousands, except share and per share amounts)

Quarter Ended June 30, 2018 plikd
Met inceme attributable to commeoen stockholders % 37838 ks 18,245
Elirninaticon of certain nen-cash items in net income:
Depraciation 17,794 16,819
Funds from operations EEBEZ 55,064
Lass on convertible note retirement = 96
Naon-cash write-off of straight-line rent receivable 1,436 —
Mote receivable impairment 413 =
Recagnition of unamortized note receivable commitmeant fees == (922
Normalized FFO 57,482 54,238
Straight-line lease revenue, net (5 835) (6,249)
Arnortization of lease incentives £ 10
Amortization of ariginal issue discount 187 288
Arnortization of debt issuance costs Q0 E81
Normalized AFFO 52,493 48,868
Nan-cash share-based compensation 368 342
Normalized FAD i 52,851 % 43,210
BASIC
Wieighted average commaon shares cutstanding 41704,819 40,982 244
FFQ per commen share % 1.33 b 1.24
Normalized FFD per commen share % 1.38 b 132
Normalized AFFC per common share % 1.26 b 1.1%
DILUTED
Weighted average commaon shares cutstanding 41 726828 41,245,173
FFC per commean share 3 1.33 & 1434
Narmalized FRO per comman share % 1.328 & 1552
Normalized AFFC per commaon share % 1§75 % 1.18
PAYOUT RATIOS
Regular dividends per common share % 1.00 3 9E
MNaormalized FRO payout ratic per diluted comrmon share 72.5% 72.0%
Normalized AFFO payout ratio per diluted commen share 79.4% a0.5%

—
A - - Q2 2078 | NATION AL HERLTH
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~ PORTFOLIO SUMMARY s

[3 in thousands]
Properties Unitsf 110 GRAP Y10 Straight Y10 Cash Full Year Annualized
$q. R Revenue Line Revenue Impact Cash Revenue
Leases
Senier Housing - Need Driven
Assisted Living o3 4618 § 38,428 2,614 Zaa1e 20,528 74,338
Senior Living Campus 10 1,323 8,388 857 7491 FE1F 15,008
i Total Senior Housing - Meed Driven 103 5,241 46,814 4,611 42,303 47043 89,346
E: 3 Senicr Housing - Discretionary
Independent Living 30 3,412 24537 2372 21,185 21177 42,342
Entrance-Fee Communities 10 2,363 25,406 2170 22,236 22,278 44,514
Total Senior Housing - Discretionary 40 EFF5 49,9432 65,542 A3 401 43,455 26,856
Total 5enicr Housing 143 11,716 96,757 11,053 85704 90,498 176,202
edical Facilities
killed Nursing 71 9,198 38,031 764 37,267 37,120 74,397
lospitals 2 181 2988 37 3,959 5988 7,245
Medical Sffice Buildings 2 88,517 « 338 (572 95 263 £E8
tal Medical Facilities 76 42,365 744 41,621 41,369 82,990
Total Lease Revenue 219 129,122 Ty 127,325 131,867 258,122
nd Dther Hotes Receivable
Housing - Meed Driven 5 312 1,736 1,736 1,885 26550
: sing - Discreticnary il 400 A s 1444 3,843
ties 4 270 348 348 345 683
_GtéS'Recewab}e — — 2,033 2,033 20868 4,089
“t’;“‘”g i mageand 10 oes 6.516 6,516 5740 12.256
Current Year Disposals — — = —
ortgage and Other Motes 6516 6516 5740 12,256
stment and Other Income 64 54 (&4 —
Total Revenue 145702 132,905 TafEds o Silads




PORTFOLIO INFORMATION

Tenant Purchase Options [$ in thousands)

Ksset Type Humber of Facilities Leuse Expiration 1st Option Open Year Current Cosh Rent % of Total!
MOB 1 February 2025 Open 300 0.1%
SHO 4 September 2027 Cpen 1,500 0.6%
SHO 8 Decamber 2024 2020 4310 1.7%
HGSP 15 March 2025 2020 1,800 0.7%
SHO 3 June 2025 2020 5047 1.8%
HCSP 15 September 2027 2020 2626 1.0%
SHO 2 May 2031 2021 4782 1.8%
HCGSP ik June 2022 2022 3419 1.3%

Various 8 == Thereafter 4002 1.5%

10.6%
'Based on annualized cash revenus of $271,448 000 for contracts in place at June 30, 2018
Lease Maturities” (annualized cash rent; $ in thousands)
3 of Properties SHD SHF Other Tatal
2018 - - - - ¢ -
2019 - - - - -
2020 8 2715 - 358 3073
i B 2 780 1,214 = 1984
2022 4 789 I3 3419 4,208
2023 15 10,969 924 e 11,893
2024 10 b P = = 7,213
2025 5] 5524 T 2,200 7724
2026 32 =i Bard — b
2027 10 6,522 = 2626 9,148
Thereafter 124 132,433 39,635 — 171,968

?Excludes leases that auto renew

Q2 2078 | NATIONAL HEALTH INVESTORS




RECONCILIATIONS S

(8 in thousands)

Three Honths Ended

fdjusted EBITDA Reconciliotion June 30,2018 June 30, 2017

Het Income % 37839 3 38,245

Interest expense 12,220 G e

Franchise, excise, and other taxes 266 267

Depreciation 17794 16,819

Loss on canvertible note retiremeant i 96

Maon-cash write-off of straight-line rent receivable 1,436 =

Mote receivable impairment 413 —

Recognition of unamartized note receivable cormmitment == (922

fidjusted EBITOA % 69,962 $ 66,237

~ Het Debt to Adjusted EBITOA

i Conselidated Total Debt 1,225720
5’ Less cash and cash equivalants (3,045)
% Censelidatad Net Debt % 1,222 675
Adjusted EBITDA % 55,968
Anndalizing Adjustment 209,904
Annualized impact of recent investmeants 3739
i % 283611
Conselidated MNet Debt to Adjusted ERBITDA 4.3%

AL HEALT Heidi e o




DEFINITIONS

Annualized Revenues

The term Annualized Revenue refers to the amount of revenue that our
portfolio would generate if all leases and mortgages were in effect for the
twelve-month calendar year, regardless of the comm encemeant date, ma-
turity date, or renewals, Therefore, annualized revenue is usad for finan-
cial analysis purposes, and is not indicative of actual or expected results,

Adjusted EBITDA & EBEITDARM

We consider Adjusted EBITDA to be an important supplemental mea-
sure because it provides information which we use to evaluate our per-
formance and serves as an indication of our ability to service dabt. We
define Adjusted EBITDA as consolidated earnings before interast, taxes,
depreciation and amortization, including amounts in discontinuad oper-
ations, excluding real estate asset impairments and gains on dispositions
and certain items which, due to their infrequent or unpredictable nature,
may create some difficulty in comparing Adjusted EBITDA for the cur-
rent period to similar prior periods, and may include, but are not limited
to, impairment of non-real estate assets, gains and losses attributable to
the acquisition and disposition of assets and liabilities, and recoveries of
previous write-downs. Since others may not use our definition of Adjust-
ed EBITDS, caution should be exercised when comparing our Adjusted
EBITDA to that of other companies

EBITDARM iz earnings before interest, taxes, depreciation, amortization,
rent and management fees

CAGR

The acronym CAGR refers to the Compound Annual Growth Rate. The
compound annual growth rate represents the year-over-year growth rate
over a specified time period

Normalized FFO, AFFQO & FAD

These operating performance measures may not be comparable to simi-
larly titled m easures used by other REITs Conseqguently, our FFG, normal-
ized FFC normalized AFFO & normalized FAD may not provide @ mean-
ingful measure of our performance as compared to that of other REITs.
Since other REITs may not usa our definition of these operating perfor-
mance measures, caution should be exercised when comparing our Com -
pany’'s FFD, normalized FFO, normalized AFFO & normalized FAD to that
of other REITs. These financial performance measures do not represent
cash generated from operating activities in accordance with generally ac-
cepted accounting principles ("GAAP”) (these measures do not incuds
changes in operating assets and liabilities; and therefore should not be
considered an alternative to net earnings as an indication of operating
perfarmance, or to net cash flow from operating activities as determined
by GAAF as a measure of liquidity, and are not necessarily indicative of
cash avalable to fund cash needs.

FFO, as defined by the National Association of Real Estate Inwestment
Trusts ("MNAREIT") and applied by us is net income (computed in accor-
cdance with GAAP), excluding gains (or losses) from sales of real estate
property. plus real estate depreciation and amortization, and after ad-
justments for unconsolidated partnerships and joint ventures, if any The
Company’s computation of FFO may not be comparable to FFO reported
by other REITs that do not define the term in accordance with the current
. MNAREIT definition or have a different interpretation of the current NARE-
IT definition from that of the Company; therefore, caution should be exer-
cised when comparing our Company's FFO to that of other REITs. Diluted
FFO assumes the exercise of stock options and other potentially dilutive
securities. Normalized FFO excludes from FFO certain items which, due
to their infreguent or unpredictable nature, may create some difficulty in
comparing FFO for the current period to similar prior periods, and may
ude, but are not limited to, impairment of non-real estate assets, gains
and losses attributable to the acquisition and disposition of assats and
“liabilities, and recoveries of pravious write-downs.

e believe that FRFO and normalized FFO are important supplementsal
|— meazires of operating performance for & RET Because the histor-

ical cost accounting convention used for resl estate assets requires
reciation (except on land), such sccounting presentation implies that

real estate values instead have historically risen and fallen with market
conditions, presentations of operating results for & REIT that uses his-
torical cost accounting for depreciation could be less informative, and
should be supplemented with @ measure such as FFD. The term FFO was
designed by the REIT industry to address this issus

We believe that normalized AFFC is an important supplemental measure
of operating performance for a REIT. GAAP requires a lessor to recognize
contractual lease payments into income on a straight-line basis over the
expeactaed term of the lease

This straight-line adiustment has the effect of reporting lease income
that is significantly more or less than the contractual cash flows received
pursuant to the terms of the lease agreement. GAAP also requires the
original issue discount of our convertible senior notes and debt issuance
costs to be amortized as a non-cash adiustment to earnings. Normalized
AFFC iz useful to our investors as it reflects the growth inherent in our
contractual lease payments without the distortion caused by non-cash
amortization

We beligve that normalized FAD is an important supplemental measure
of operating performance for a REIT, also providing a useful indicator of
the ability to distribute dividends to shareholders Additionally, normal-
ized FAD improves the understanding of our operating results amaong
imvestors and makes comparisons with: (i) expected results, (i) results of
previous periods and (i) results among REITs, more meaningful. Because
FAD may function as a liguidity measure, we do not present FAD on a
per-share basis.

Facility Types

SHO - Senior housing

EFC - Entrance Fee Community
SHF -Skilled nursing facility

HOSP - Hospital
MOB - Medical office building

Fixed Charges
The tarm Fixed Charges refers to intarest expense and debt principal

Paer Average
The peer average calculations provided by Wells Fargo Securities include
the following diversified healthcare REITs:

Yentas, Inc.
HZF, Inc

LTC Properties, Inc.
Welltower, Inc

Sabra Health Care REIT, Inc.

Stabilized Lease

A newly acquired triple-net lease property is generally considered stali-
lized upon lease -up (typically when senior-care residents occupy at least
25% of the total number of certified units over at least a 12 month period)
Newly completed developments, including redevelopments, are consid-
ered stabilized upon lease-up, as described above

Total Return

The term Total Return refers to the total return an investor would have re-
alized on an annual basis owver g certain period assuming that all dividends
are reinvested on the dividend payment date

WACY

anticipated rate of return upon initial investment excludi
any discounts received or premiums paid.
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