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OMEGA HEALTHCARE INVESTORS, INC.
200 International Circle, Suite 3500

Hunt Valley, Maryland 21030
(410) 427-1700

_______________

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
June 2, 2011

________________

To our Stockholders:

The Annual Meeting of Stockholders of Omega Healthcare Investors, Inc. (“Omega” or the “Company”) will be held at the Company’s principal executive offices at
200 International Circle, Suite 3500, Hunt Valley, Maryland, on Wednesday, June 2, 2011, at 10:00 A.M. EDT, for the following purposes:

1.  To elect two members to Omega’s Board of Directors;

2.  To ratify the selection of Ernst & Young LLP as our independent auditor for fiscal year 2011;

3.  To hold an advisory vote on executive compensation;

4.  To hold an advisory vote on the frequency of future advisory votes on executive compensation; and

5.  To transact such other business as may properly come before the meeting or any adjournment or postponement thereof.

The nominees for election as directors are Harold J. Kloosterman and C. Taylor Pickett, each of whom presently serves as a director of Omega.

Our Board of Directors has fixed the close of business on April 15, 2011 as the record date for the determination of stockholders who are entitled to notice of and to
vote at our Annual Meeting or any adjournments or postponements thereof.

We encourage you to attend our Annual Meeting.  Whether you are able to attend or not, we urge you to indicate your vote on the enclosed proxy card (i) FOR the
election of directors,  (ii) FOR the ratification of the selection of Ernst & Young LLP as our independent auditor, (iii) FOR the approval of the Company’s executive
compensation and (iv) to hold future advisory votes on executive compensation at least EVERY THREE YEARS.  Please complete, sign, date and return the proxy
card promptly in the enclosed envelope.  If you attend the meeting, you may vote in person even if you have previously mailed a proxy card.

By order of Omega’s Board of Directors,
                                /s/ C. Taylor Pickett
C. Taylor Pickett
Chief Executive Officer

April 29, 2011
Hunt Valley, Maryland

YOUR VOTE IS IMPORTANT. Please complete, sign, date and mail the proxy card promptly in the enclosed envelope whether or not you plan
to attend the meeting. It is important that you return the proxy card promptly whether or not you plan to attend the meeting, so that your shares are
properly voted.

If you hold shares through a broker, bank or other nominee (in “street name”), you may receive a separate voting instruction form with this Proxy
Statement, or you may need to contact your broker, bank or other nominee to determine whether you will be able to vote electronically using the Internet or
telephone.
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OMEGA HEALTHCARE INVESTORS, INC.

200 International Circle, Suite 3500
Hunt Valley, Maryland 21030

(410) 427-1700

PROXY STATEMENT
FOR

ANNUAL MEETING OF STOCKHOLDERS
June 2, 2011

The accompanying proxy is solicited by the Board of Directors to be voted at the Annual Meeting of Stockholders of Omega Healthcare Investors, Inc. to be held at
the Company’s principal executive offices at 200 International Circle, Suite 3500, Hunt Valley, Maryland, at 10:00 A.M. EDT on Thursday, June 2, 2011, and any
adjournments or postponements of the meeting.  It is anticipated that these proxy materials will be mailed beginning on or about April 29, 2011, to our common
stockholders of record on April 15, 2011.

A copy of our Annual Report for the year ended December 31, 2010, including financial statements, is enclosed.

Important notice regarding the availability of proxy materials for our Annual Meeting of  Stockholders to be held on June 2, 2011 .  This Proxy Statement,
and our Annual Report to Stockholders for fiscal year 2010, which includes our Annual Report on Form 10-K filed with the Securities and Exchange Commission
(“SEC”) on February 28, 2011, are available electronically at http://www.omegahealthcare.com/annuals.cfm.

Additional copies of our Annual Report for fiscal year 2010 will be provided, without charge, upon written request addressed to Robert O. Stephenson, our Chief
Financial Officer at our principal executive offices at 200 International Circle, Suite 3500, Hunt Valley, Maryland 21030.

RECORD DATE
 

 
Our Board of Directors has fixed April 15, 2011, as the record date for the determination of stockholders entitled to notice of, and to vote at, the Annual

Meeting and any adjournment or postponement thereof.  As of the close of business on the record date, there were 101,614,459 shares of our common stock, par
value $0.10 per share, outstanding and entitled to vote.

As of the record date, our directors and executive officers beneficially owned 1,881,353 shares of our common stock (representing 1.9% of the votes entitled to be
cast at the meeting).

QUORUM AND VOTING

           Quorum.  Holders of a majority of the outstanding shares of our common stock entitled to vote at the Annual Meeting as of the record date must be present
in person or represented by proxy at the Annual Meeting to constitute a quorum for the conduct of business at the Annual Meeting.  Proxies marked as abstaining
and “broker non-votes” will be treated as shares present for purposes of determining the presence of a quorum.

Voting.  Each holder of record of common stock on the record date will be entitled to one vote for each share held on all matters to be voted upon at the Annual
Meeting.  We urge stockholders to vote promptly either by completing, signing, dating and returning the enclosed proxy card in the enclosed envelope, or for
stockholders who own their shares in “street name” through a broker, in accordance with the telephone or internet voting instructions your broker may include with
this mailing.

If you vote by proxy, the individuals named on the enclosed proxy card will vote your shares in the manner you indicate. If you do not specify voting instructions,
then the proxy will be voted in accordance with recommendations of the Board of Directors, as described in this Proxy Statement. If any other matter properly
comes before the Annual Meeting, the designated proxies will vote on that matter in their discretion.

Ability to Revoke Proxies .  A stockholder voting by proxy has the power to revoke it at any time before it is exercised.  A proxy may be revoked by filing with our
Secretary (i) a signed instrument revoking the proxy or (ii) a duly executed proxy bearing a later date.  A proxy also may be revoked if the person executing the
proxy is present at the meeting and elects to vote in person.  If the proxy is not revoked, it will be voted by those named in the proxy.
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Broker Non-Votes. A “broker non-vote” occurs when a nominee holding shares for a beneficial owner does not vote on a particular proposal because the
nominee does not have discretionary voting power with respect to that proposal and has not received instructions with respect to that proposal from the beneficial
owner.

The vast majority of our stockholders hold their shares through a broker, trustee or other nominee rather than directly in their own name. As summarized below,
there are some distinctions between shares held of record and those owned beneficially.

 
•  Stockholder of Record — If your shares are registered directly in your name with our transfer agent, you are considered, with respect to those

shares, the “stockholder of record.” As the stockholder of record, you have the right to grant your voting proxy directly to us or to a third party, or to
vote in person at the Annual Meeting.

 

•  Beneficial Owner — If your shares are held in a brokerage account, by a trustee or by another nominee, you are considered, with respect to those
shares, the “beneficial owner.” As the beneficial owner of those shares, you have the right to direct your broker, trustee or nominee how to vote, and
you also are invited to attend the Annual Meeting in person. Because a beneficial owner is not the stockholder of record, however, you may not vote
these shares in person at the Annual Meeting unless you obtain a “legal proxy” from the broker, trustee or nominee that holds your shares, giving
you the right to vote the shares at the Annual Meeting.

In previous years, under applicable SEC and New York Stock Exchange (“NYSE”) rules, your broker had discretionary authority to vote your shares “for” or
“against” the election of directors without direction from you. Due to changes in applicable SEC and NYSE rules, your broker may no longer vote your shares in
director elections unless you have specifically directed him or her to do so.

It is imperative that each stockholder instruct his/her/its broker on how to vote on the issues presented for consideration. Brokers who do not receive
instructions are entitled to vote those shares ONLY with respect to the ratification of the selection of Ernst & Young LLP as our independent auditor for
fiscal year 2011, but not with respect to any other matter to be presented at the Annual Meeting, including the election of directors or the advisory
votes regarding executive compensation.

VOTES REQUIRED

Election of Directors.  You may vote “FOR” or “WITHHELD” with respect to each nominee for the Board of Directors. Directors are elected by plurality
voting, which means that the two director nominees who receive the highest number of votes will be elected to the Board. Votes of “WITHHELD” and broker non-
votes, if any, will have no effect on the outcome of the election of directors.

Ratification of Selection of Ernst & Young LLP as Our Independent Auditor .  The ratification of the selection of Ernst & Young LLP  as our
independent auditor for fiscal year 2011 will require the affirmative vote of a majority of the votes cast by all stockholders. Abstentions and broker non-votes, if any,
will have no effect on the outcome of the vote on this proposal.

Advisory Vote on Executive Compensation . The approval, on an advisory basis, of the compensation of our named executive officers will be decided by
a majority of the votes cast by all stockholders.  Abstentions and broker non-votes, if any, will have no effect on the outcome of the vote on this proposal.  This vote
on executive compensation is not binding on the Board of Directors or the Company.  Our Board of Directors, however, will consider the results of the vote when
considering future executive compensation arrangements.

Advisory Vote on the Frequency of Future Advisory Votes on Executive Compensation .  Stockholders may vote to recommend to the Board of Directors that
future advisory votes on executive compensation be conducted at least every one year, at least every two years, or at least every three years.   Whichever of those
alternatives which receives a majority of the votes cast will be considered the alternative recommended by stockholders.  Abstentions and broker non-votes, if any,
will have no effect on the outcome of the vote on this proposal.  With respect to this item, if none of the three alternatives receives a majority vote, we will consider
the alternative that receives the highest number of votes by stockholders to be the alternative that is preferred by our stockholders.  This vote is not binding on the
Board of Directors or the Company, and the Board of Directors may determine that it is in the best interests of the Company to hold an advisory vote on executive
compensation more or less frequently than the alternative recommended by our stockholders.
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PROPOSAL 1 — ELECTION OF DIRECTORS

Director Nominees and Voting Requirements

Our Board of Directors currently consists of six members.  Pursuant to our Charter, the directors have been divided into three groups.  At this year’s Annual
Meeting, two directors will be elected by the holders of our common stock to hold office for a term of three years or, in each case, until their respective successors
have been duly elected and qualified.

Our Nominating and Corporate Governance Committee of the Board of Directors has nominated Harold J. Kloosterman and C. Taylor Pickett for election as
directors.

Unless authority to vote for the election of directors has been specifically withheld, the persons named in the accompanying proxy card intend to vote FOR the
election of the nominees named above to hold office for the term indicated above or until their respective successors have been duly elected and qualified.

If any nominee becomes unavailable for any reason (which event is not anticipated), the shares represented by the enclosed proxy may (unless the proxy contains
instructions to the contrary) be voted for such other person or persons as may be determined by the holders of the proxies.  In no event would the proxy be voted
for more than two nominees.

Your broker may not vote your shares in the election of directors unless you have specifically directed your broker how to vote your shares .  As a
result, we urge you to instruct your broker how to vote your shares.
 
Information Regarding Directors

Information about each director nominee, and the other individuals who currently serve on our Board of Directors, is set forth below.  Individuals not standing for
election at the Annual Meeting are presented under the heading “Continuing Directors.”

Director Nominees

 
 

Director (age as of April 19)  

Year First
Became a
Director

 
 

Business Experience During Past 5 Years

 
 

Term to Expire in
    
Harold J. Kloosterman (69) 1992 Mr. Kloosterman brings to our Board years of experience in the

development and management of real estate. Mr. Kloosterman has served
as President since 1985 of Cambridge Partners, Inc., a company he
formed in 1985.  He has been involved in the development and
management of commercial, apartment and condominium projects in
Grand Rapids and Ann Arbor, Michigan and in the Chicago area.  Mr.
Kloosterman was formerly a Managing Director of Omega Capital from
1986 to 1992.  Mr. Kloosterman has been involved in the acquisition,
development and management of commercial and multifamily properties
since 1978. He has also been a senior officer of LaSalle Partners, Inc.
(now Jones Lang LaSalle).
 

2014

    
C. Taylor Pickett (49)                                        2002 As Chief Executive Officer of our Company, Mr. Pickett brings to our

Board a depth of understanding of our business and operations, as well as
financial expertise in long-term healthcare services, mergers and
acquisitions.  Mr. Pickett has served as the Chief Executive Officer since
June 2001.  Prior to joining our Company, Mr. Pickett served as the
Executive Vice President and Chief Financial Officer from January 1998 to
June 2001 of Integrated Health Services, Inc., a public company
specializing in post-acute healthcare services.  He also served as
Executive Vice President of Mergers and Acquisitions from May 1997 to
December 1997 of Integrated Health Services.  Prior to his roles as Chief
Financial Officer and Executive Vice President of Mergers and
Acquisitions, Mr. Pickett served as the President of Symphony Health
Services, Inc. from January 1996 to May 1997.

2014
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Continuing Directors

 
 

Director (age as of April 19)  

Year First
Became a
Director

 
 

Business Experience During Past 5 Years

 
 

Term to Expire in
    
Thomas F. Franke (81)                                        1992 Mr. Franke brings to our Board years of  experience in the operation of

real estate companies, including long-term care providers.  Mr. Franke is
Chairman and a principal owner of Cambridge Partners, Inc., an owner,
developer and manager of multifamily housing in Grand Rapids, Michigan.
He is also a principal owner of Laurel Healthcare (a private healthcare firm
operating in the United States) and is a principal owner of Abacus Hotels
LTD. (a private hotel firm in the United Kingdom). Mr. Franke was a
founder and previously a director of Principal Healthcare Finance Limited
and Omega Worldwide, Inc.
 

2012

Bernard J. Korman (79)                                        1993 Mr. Korman brings to our Board extensive experience in healthcare,
experience as a director of a real estate investment trust (“REIT”), and
experience as a chairman from his former role as chairman of Pep Boys.
Mr. Korman has served as Chairman of the Board since March 8, 2004.
Mr. Korman served as Chairman of the Board of Trustees of Philadelphia
Health Care Trust, a private healthcare foundation, from December 1995
to June 30, 2010. Mr. Korman is also a director of The New America High
Income Fund, Inc. (NYSE:HYB) (financial services) and a past director of
Medical Nutrition USA, Inc. (OTC:MDNU.OB) (develops and distributes
nutritional products) and NutraMax Products, Inc. (OTC:NUTP) (consumer
health care products). He was formerly President, Chief Executive Officer
and Director of MEDIQ Incorporated (OTC:MDDQP) (health care
services) from 1977 to 1995. Mr. Korman served as a trustee of Kramont
Realty Trust (NYSE:KRT) (a REIT) from June 2000 until its merger in April
2005. Mr. Korman also served as a director of The Pep Boys, Inc.
(NYSE:PBY) and as The Pep Boys, Inc.’s Chairman of the Board from
May 28, 2003 until his retirement from such board in September 2004. Mr.
Korman was previously a director of Omega Worldwide, Inc.
 

2012

    
Edward Lowenthal (66)                                        1995 Mr. Lowenthal brings to our Board years of experience in the development

and operation of real estate. Mr. Lowenthal also serves as a director of
REIS, Inc. (a public provider of real estate market information and
valuation technology) (NASDAQ:REIS), American Campus Communities
(NYSE:ACC) (a public developer, owner and operator of student housing
at the university level), Desarrolladora Homex (NYSE: HXM) (a Mexican
homebuilder) and serves as a trustee of the Manhattan School of Music.
From January 1997 to March 2002, Mr. Lowenthal served as President
and Chief Executive Officer of Wellsford Real Properties, Inc. (a real
estate merchant bank) and was President of the predecessor of Wellsford
Real Properties, Inc. since 1986.
 

2013

    
Stephen D. Plavin (51)                                        2000 Mr. Plavin brings to our Board management experience in the banking and

mortgage-based REIT sector, as well as significant experience in real
estate capital markets transactions. Mr. Plavin is the Chief Executive
Officer and a director of Capital Trust, Inc., (NYSE:CT) a New York City-
based mortgage REIT and investment management company. He has
served as CEO of Capital Trust since 2009.  From 1998 until 2009, Mr.
Plavin was Chief Operating Officer of Capital Trust and was responsible
for all of the lending, investing and portfolio management activities of
Capital Trust, Inc. Prior to that time, Mr. Plavin was employed for 14 years
with Chase Manhattan Bank and its securities affiliate, Chase Securities
Inc.  Mr. Plavin held various positions within the real estate finance unit of
Chase, including: portfolio management, as well as the management of:
loan origination and execution, loan syndications, banking services and
real estate owned sales. He served as managing director responsible for
real estate client management for Chase’s major real estate relationships
and in 1997 he became co-head of global real estate for Chase.  Mr.
Plavin is also a director of WCI Communities, a privately-held developer of
residential communities.
 

2013

    
 
Recommendation



The Board of Directors unanimously recommends a vote FOR the election of Messrs. Kloosterman and Pickett.
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 PRINCIPAL STOCKHOLDERS

The following table sets forth information regarding the beneficial ownership of our capital stock as of April 15, 2011 for:

·  each of our directors and the named executive officers appearing in the table under “Executive Compensation —Summary Compensation Table”
included elsewhere in this Proxy Statement; and

 
·  all persons known to us to be the beneficial owner of more than 5% of our outstanding common stock.

 
Beneficial ownership of our common stock, for purposes of this Proxy Statement, includes shares of our common stock as to which a person has voting and/or
investment power.  The number of shares shown in the table below includes shares of restricted stock as reported in the footnotes below because the holders
have the right to vote restricted stock.  Except for shares of restricted stock as to which the holder does not have investment power until vesting and as indicated in
the footnotes, the persons named in the table have sole voting and investment power with respect to all shares of our common stock shown as beneficially owned
by them, subject to community property laws where applicable.  The business address of the directors and executive officers is 200 International Circle, Suite 3500,
Hunt Valley, Maryland 21030.  As of April 15, 2011, there were 101,614,459 shares of our common stock outstanding and no preferred stock.

 Number of        
 Shares of        
 Common Stock       
 Beneficially  Percent      
Beneficial Owner Owned  of Class (1)      
Daniel J. Booth                                                                                           247,839 (1) 0.2%      
R. Lee Crabill                                                                                             95,933 (2) *      
Thomas F. Franke                                                                                             95,040 (3) *      
Harold J. Kloosterman                                                                                             42,329 (4) *      
Bernard J. Korman                                                                                           629,119 (5) 0.6%      
Edward Lowenthal                                                                                             31,587 (6) *      
C. Taylor Pickett                                                                                           447,412 (7) 0.4%      
Stephen D. Plavin                                                                                             49,492 (8) *      
Michael D. Ritz                                                                                             26,420 (9) *      
Robert O. Stephenson                                                                                           216,182 (10) 0.2%      
Directors and executive officers         
  as a group (10 persons)                                                                                        1,881,353  1.9%      
         
5% Beneficial Owners:         
Vanguard Group, Inc.                                                                                        9,918,019 (11) 9.8%      
BlackRock, Inc.                                                                                        9,003,630 (12) 8.9%      
         
         
         
*Less than 0.10%         
         
(1) Includes 99,396 shares of restricted stock, subject to forfeiture until vested.
(2) Includes 53,748 shares of restricted stock, subject to forfeiture until vested.
(3) Includes (a) 47,141 shares owned by a family limited liability company (Franke Family LLC) of which Mr. Franke is a member and (b) 5,700 shares of
restricted stock, subject to forfeiture until vested.
(4) Includes (a) shares owned jointly by Mr. Kloosterman and his wife, and 2,558 shares held solely in Mr. Kloosterman’s wife’s name and (b) 5,700 shares of
restricted stock, subject to forfeiture until vested.  Does not include 12,027 deferred common stock units, which represent the deferral of director stock grants
under the Company’s Deferred Stock Plan.  The deferred common stock units will not be converted into shares until certain events or dates as specified in the
Deferred Stock Agreement.
(5) Includes 6,999 shares of restricted stock, subject to forfeiture until vested.
(6) Includes 5,700 shares of restricted stock, subject to forfeiture until vested.
(7) Includes 176,462 shares of restricted stock, subject to forfeiture until vested.
(8) Includes 5,700 shares of restricted stock, subject to forfeiture until vested.
(9) Includes 13,613 shares of restricted stock, subject to forfeiture until vested.
(10) Includes 75,074 shares of restricted stock, subject to forfeiture until vested.
(11) Based on a Schedule 13 G/A filed by The Vanguard Group, Inc. on March 10, 2011. The Vanguard Group, Inc. is located at 100 Vanguard Blvd. Malvern, PA
19355.  Includes 149,847 shares of common stock over which The Vanguard Group Inc. has sole voting power or power to direct the vote.
(12) Based on a Schedule 13 G/A filed by BlackRock Inc. on February 7, 2011. BlackRock Inc. is located at 40 East 52nd Street New York, New York
10022.  Includes 9,003,630 shares of common stock over which BlackRock Inc. has sole voting power.
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DIRECTORS AND OFFICERS OF OUR COMPANY

Board of Directors and Committees of the Board

The members of the Board of Directors on the date of this Proxy Statement and the Committees of the Board on which they serve are identified below.

 
 
Director

Board

 
Audit

Committee

 
 

Compensation
Committee

 
 

Investment Committee

 
Nominating and Corporate

Governance Committee

Thomas F. Franke Member  Chairman  Member
Harold J. Kloosterman Member Member Member Chairman Chairman
Bernard J. Korman Chairman  Member Member Member
Edward Lowenthal Member Member Member  Member
C. Taylor Pickett Member   Member  
Stephen D. Plavin Member Chairman Member  Member

The Board of Directors held 12 meetings during 2010.  All members of the Board of Directors attended more than 75% of the Board of Directors or Committee
meetings held during 2010.  Mr. Korman, as Chairman of the Board, presides over any meeting, including regularly scheduled executive sessions of the non-
management directors. If Mr. Korman is not present at such a session, the presiding director is chosen by a vote of those present at the session. Except for Mr.
Pickett, all of the members of the Board of Directors meet the NYSE listing standards for independence.  While the Board of Directors has not adopted any
categorical standards of independence, in making these independence determinations, the Board of Directors noted that no director other than Mr. Pickett (a)
received direct compensation from our Company other than director annual retainers and meeting fees, (b) had any relationship with our Company or a third party
that would preclude independence or (c) had any business relationship with our Company and its management, other than as a director of our Company.  Each of
the members of the Audit Committee, Compensation Committee and Nominating and Corporate Governance Committee meets the NYSE listing standards for
independence.  While we invite our directors to attend our Annual Meeting of Stockholders, we currently do not have a formal policy regarding director
attendance.  Mr. Pickett was the only director who attended the Annual Meeting last year.

Board Leadership Structure and Risk Oversight

Since 2001, an independent non-employee director has served as the Chairman of the Board of Directors, rather than our Chief Executive Officer.  We separated
the roles of Chief Executive Officer and Chairman of the Board in recognition of the difference between the two roles.  The Chief Executive Officer is responsible
for setting the strategic direction for the Company and the day-to-day management and operations of the Company, while the Chairman of the Board provides
guidance to the Chief Executive Officer, and sets the agenda for and presides over meetings of the Board.

The Board of Directors, as a whole and at the committee level, plays an important role in overseeing the management of risk.  Management is responsible for the
identifying the significant risks facing the Company, implementing risk management strategies that are appropriate for the Company’s business and risk profile,
integrating consideration of risk and risk management into the Company’s decision-making process and communicating information with respect to material risks
to the Board or the appropriate committee.

Portfolio and investment risk is one of the principal risks faced by the Company.  We manage portfolio and investment risk by, among other things, seeking
Investment Committee and/or Board approval for new investments over designated thresholds and providing detailed underwriting information on such proposed
investments to the Investment Committee or the Board, as the case may be. In addition, our full Board regularly reviews the performance, credit information and
coverage ratios of our operators.

Consistent with the rules of the NYSE, the Audit Committee provides oversight with respect to risk assessment and risk management, the Company’s financial
statements and internal control over financial reporting.  The Compensation Committee reviews risks associated with the Company’s compensation plans and
arrangements.  While each committee monitors certain risks and the management of such risks, the full Board is regularly informed about such matters. The full
Board generally oversees risk and risk management issues otherwise arising in the Company’s business and operations.
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Audit Committee

The Audit Committee met seven times in 2010. Its primary function is to assist the Board of Directors in fulfilling its oversight responsibilities with respect to: (i) the
financial information to be provided to stockholders and the SEC; (ii) the system of internal controls that management has established; and (iii) the external
independent audit process.  In addition, the Audit Committee selects our Company’s independent auditors and provides an avenue for communication between the
independent auditors, financial management and the Board of Directors.

Each of the members of the Audit Committee is independent and financially literate, as required of audit committee members by the NYSE.  The Board of Directors
has determined that Mr. Plavin is qualified to serve as an “audit committee financial expert” as such term is defined in Item 401(h) of Regulation S-K promulgated
by the SEC.  The Board of Directors made a qualitative assessment of Mr. Plavin’s level of knowledge and experience based on a number of factors, including his
formal education and his experience as Chief Executive Officer of Capital Trust, Inc., a New York City-based mortgage REIT and investment management
company, where he is responsible for all management activities.  Additionally, Mr. Plavin holds an M.B.A. from J.L. Kellogg Graduate School of Management at
Northwestern University.

Compensation Committee

The Compensation Committee has responsibility for the compensation of our key management personnel and administration of our equity incentive plans.  During
2010, the Compensation Committee engaged in a comprehensive review and restructuring of the compensation arrangements for our named executive officers
and directors and, as a result, met 19 times during the year.  The responsibilities of the Compensation Committee are more fully described in its Charter, which is
available on our website at www.omegahealthcare.com.

Investment Committee

The Investment Committee has responsibility for developing strategies in growing our portfolio and authority to approve investments up to established
thresholds.  The Investment Committee met four times during 2010.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committee met twice during 2010 and has responsibility for identifying potential nominees to the Board of Directors
and reviewing their qualifications and experience.  The process for identifying and evaluating nominees to the Board is initiated by identifying candidates who meet
the criteria for selection as a nominee and have the specific qualities or skills being sought based on input from members of the Board of Directors and, if the
Nominating and Corporate Governance Committee deems appropriate, a third-party search firm.  Nominees for director are selected based on their depth and
breadth of experience, industry experience, financial background, integrity, ability to make independent analytical inquiries and willingness to devote adequate time
to director duties, among other criteria. The Company does not have a policy with regard to consideration of diversity in identifying nominees, and historically
diversity has not been a material factor in selecting nominees to the Board.  The Nominating and Corporate Governance Committee also develops and implements
policies and practices relating to corporate governance.

The Nominating and Corporate Governance Committee will consider written proposals from stockholders for nominees as director.  Any such nomination should be
submitted to the Nominating and Corporate Governance Committee through our Secretary in accordance with the procedures and time frame described in our
Bylaws and as set forth under “Stockholder Proposals” below.

Communicating with the Board of Directors and the Audit Committee

The Board of Directors and our Audit Committee have established procedures to enable anyone who has a concern about our conduct, or any employee who has
a concern about our accounting, internal controls or auditing matters, to communicate that concern directly to the non-management members of the Board of
Directors or the Audit Committee, as applicable.  These communications may be confidential or anonymous and may be submitted in writing or through the
Internet.  The employees have been provided with direct and anonymous access to each of the members of the Audit Committee.  Our Company’s Code of
Business Conduct and Ethics (“Code of Ethics”) prohibits any employee of our Company from retaliating or taking adverse action against anyone raising or helping
resolve a concern about our Company.

Interested parties may contact our non-management directors by writing to them at our headquarters:  Omega Healthcare Investors, Inc., 200 International Circle,
Suite 3500, Hunt Valley, Maryland 21030, or by contacting them through our website at www.omegahealthcare.com.  Communications addressed to the non-
management members of the Board of Directors will be reviewed by our corporate communications liaison, which is our outside legal counsel, and will be
directed to the appropriate director or directors for their consideration.  The corporate communications liaison may not “filter out” any direct communications from
being presented to the non-management members of the Board of Directors and Audit Committee members without instruction from the directors or committee
members.  The corporate communications liaison is required to maintain a record of all communications received that were addressed to one or more directors,
including those determined to be inappropriate communications.  Such record will include the name of the addressee, the disposition by the corporate
communications liaison and, in the case of communications determined to be inappropriate, a brief description of the nature of the communication. The corporate
communications liaison is required to provide a copy of any additions to the record upon request of any member of the Board of Directors.
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Policy on Related Party Transactions
 
We have a written policy regarding related party transactions under which we have determined that we will not engage in any purchase, sale or lease of property
or other business transaction in which our officers or directors have a direct or indirect material interest without the approval by resolution of a majority of those
directors who do not have an interest in such transaction. It is generally our policy to enter into or ratify related party transactions only when our Board of Directors,
acting through our Audit Committee, determines that the related person transaction in question is in, or is not inconsistent with, our best interests and the interests
of our stockholders.

As part of our acquisition of entities owning 143 skilled nursing facilities from CapitalSource Inc., in June 2010 we acquired entities owning two skilled nursing
facilities with existing leases in place to Laurel Heath Care Management Company (“Laurel”).  Thomas F. Franke, a member of our Board of Directors, is the
Chairman Emeritus of Laurel and owns approximately 0.5% of Laurel.  Mr. Franke’s son is a member of the board of directors of Laurel, and his children, their
spouses, and his grandchildren, together with trusts for their benefit, beneficially own approximately 38% of Laurel.  Our lease with Laurel provides for annual rent
of approximately $1.0 million and expires in April 2015.

Code of Business Conduct and Ethics

We have adopted a written Code of Ethics that applies to all of our directors and employees, including our Chief Executive Officer, Chief Financial Officer
and Chief Accounting Officer.  A copy of our Code of Ethics is available on our website at www.omegahealthcare.com, and print copies are available upon request
without charge.  You can request print copies by contacting our Chief Financial Officer in writing at Omega Healthcare Investors, Inc., 200 International Circle,
Suite 3500, Hunt Valley, Maryland 21030, or by telephone at 410-427-1700.  Any amendment to our Code of Ethics or any waiver of our Code of Ethics will be
disclosed on our website at www.omegahealthcare.com promptly following the date of such amendment or waiver.

Corporate Governance Materials

The Corporate Governance Guidelines, Code of Ethics and the charters of the Audit Committee, Compensation Committee and Nominating and Corporate
Governance Committee are available free of charge through our website at www.omegahealthcare.com and are available in print to any stockholder who requests
them.

EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

Our Compensation Discussion and Analysis (“CD&A”) addresses the following topics:
 

·  the members and role of our Compensation Committee (the “Committee”);
 

·  our compensation-setting process;
 

·  our philosophy and objectives regarding executive compensation;
 

·  our comprehensive review and restructuring of our compensation program in 2010;
 

·  the components of our executive compensation program; and
 

·  our compensation decisions for fiscal years 2010 and the 2011-2014 performance period.
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The Compensation Committee
 

Thomas F. Franke, Harold J. Kloosterman, Bernard J. Korman, Edward Lowenthal and Stephen D. Plavin are the members of the Committee. Mr. Franke
is the Chairman of the Committee. Each member of the Committee qualifies as an independent director under the NYSE listing standards and under our Board of
Directors’ standards of independence.
 

The Committee’s responsibilities and function are governed by its charter, which the Board of Directors has adopted and a copy of which is available at
our website at www.omegahealthcare.com.  The Committee determines the compensation of our executive officers and reviews with the Board of Directors all
aspects of compensation for our executive officers.  The Committee also periodically reviews the compensation of our directors and makes recommendations
regarding possible adjustments for consideration by the Board of Directors.  To the extent not otherwise inconsistent with its obligations and responsibilities, the
Committee may form subcommittees (which shall consist of one or more members of the Committee) and delegate authority to such subcommittees as it deems
appropriate.  The Committee reports to the Board of Directors as it deems appropriate and as the Board of Directors may request.
 

The Committee is also responsible for the following activities in addition to the other activities listed in the Committee’s charter:
 

·  determining and approving the compensation for the Chief Executive Officer and our other named executive officers following an evaluation of
their performance in respect of goals and objectives established by the Committee and such other factors as the Committee deems appropriate;

 
·  reviewing and recommending for the Board of Directors’ approval (or approving, where applicable) the adoption and amendment of our director

and executive officer incentive compensation and equity-based plans;
 

·  administering our incentive compensation and equity-based plans and approving such awards thereunder as the Committee deems appropriate;
 

·  reviewing and monitoring succession plans for the Chief Executive Officer and our other senior executives;
 

·  preparing, reviewing and discussing with management the CD&A required by SEC rules and regulations, recommending to the Board of
Directors whether the CD&A should be included in our proxy statement or other applicable SEC filings;

 
·  overseeing and administering any employment agreements, severance agreements or change of control agreements that are entered into

between us and any executive officer; and
 

·  performing such other activities consistent with its charter, our Bylaws, governing law, the rules and regulations of the NYSE and such other
requirements applicable to us as the Committee or the Board of Directors deems necessary or appropriate.

 

Committee Meetings

The Committee meets as often as necessary to perform its duties and responsibilities. During 2010, the Compensation Committee engaged in a
comprehensive review and restructuring of the compensation arrangements for our named executive officers and directors and, as a result, the Committee met 19
times during the year ended December 31, 2010, and has met twice from January 1 through April 15, 2011. The Chairman of the Committee works, from time to
time, with the Chief Executive Officer and other members of the Committee to establish the agenda for the Committee’s meetings. The Committee meets in one or
more executive sessions each year to evaluate the performance of our named executive officers, to determine their bonuses for the prior year, to establish bonus
metrics for the current year, to set salaries for the current year and to approve any grants of equity incentive compensation, as the case may be.  Additionally, the
Committee meets with Omega’s legal counsel and from time to time with other outside advisors as the Committee determines appropriate.
 

The Committee receives and reviews materials in advance of its meetings. These materials include information that management believes will be helpful to
the Committee as well as materials that the Committee may from time to time request. Depending upon the agenda for the particular meeting, these materials may
include, among other things:
 

·  reports from compensation consultants or legal counsel;
 

·  a comparison of the compensation of our executives and directors to our competitors prepared by members of the Committee, by management
at the Committee’s request or by a compensation consultant engaged by the Committee;
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·  financial reports on year-to-date performance versus budget and compared to prior year performance, as well as other financial data regarding
us and our performance;

 
·  reports on our strategic plan and budget for future periods;

 
·  information on the executive officers’ stock ownership and holdings of options, performance restricted stock units (“PRSUs”) and other equity-

based incentives; and
 

·  reports on the levels of achievement by each named executive officer of individual and corporate objectives.
 

Committee Advisors

The Compensation Committee charter grants the Committee the sole and direct authority to engage and terminate advisors and compensation consultants
and to approve their fees and retention terms. These advisors and consultants report directly to the Committee, and we are responsible for paying their fees.
 

In 2010, in connection with a comprehensive review of the compensation system for our named executive officers and our directors, the Compensation
Committee engaged FPL Associates, L.P. (“FPL”) as a consultant to the Committee.   FPL has not performed any work for us other than work for which it is
engaged by the Committee. During early 2010, FPL presented to the Committee FPL’s analysis that included, but was not limited to, recommendations regarding
the composition of a peer group of companies that would be the basis for a benchmarking evaluation of the Company’s compensation programs, the status of our
current compensation program as compared to those of our peer companies, the methodologies behind the research and analysis it used to prepare the
comparisons, the techniques it used to standardize the compensation programs of peer companies in order to permit more accurate comparisons against our
programs and a proposed plan covering all aspects of the compensation for our named executive officers. The Committee also requested that FPL evaluate our
current director compensation program (benchmarked against our peer companies) and prepare a proposal with respect to compensation for our directors in 2010.
 

Based on the analysis provided by FPL and with the input of the  members of the Committee, the Committee determined that the group of peer companies
upon which FPL’s analysis would be benchmarked would consist of  BioMed Realty Trust, Corporate Office Properties Trust Inc., Digital Realty Trust, Inc.,
Entertainment Properties Trust, Health Care REIT, Inc., Healthcare Realty Trust, LTC Properties, Inc., Medical Properties Trust Inc., Nationwide Health Properties,
Inc., National Retail Properties, Inc., Realty Income Corporation and Ventas, Inc. These companies were selected based on several criteria including, but not
limited to, asset focus (healthcare and/or triple net lease companies), size (taking into consideration the effect on the Company of the CapitalSource transaction
and defined by market capitalization, portfolio size and/or the number of employees) and performance (emphasizing total shareholder return). Analyses performed
included a comparison of salaries, annual bonus programs, short term equity based incentive compensation and multi-year equity based incentive compensation of
comparable officers for each company as well as total compensation over a three-year period as compared to total shareholder return generated over such period.
 

The Committee regularly reviews executive compensation to ensure that its compensation goals and objectives are being met.  The Committee has
historically engaged in a comprehensive review approximately every three years in connection with establishing the performance goals for multi-year incentive
awards and implementing new employment agreements with our named executive officers.  Our Chief Executive Officer meets with the Committee at least
annually and upon the Committee’s request to provide information to the Committee regarding management’s views regarding its performance as well as other
factors the Chief Executive Officer believes should impact the compensation of our executive officers.  In addition, the Chief Executive Officer provides
recommendations to the Committee regarding the compensation for each of the named executive officers and the business and performance targets for incentive
awards and bonuses.
 
Compensation Policy and Objectives

Our executive compensation programs are designed to attract and retain the highest quality executive talent possible and, more importantly, to provide
meaningful incentives for our executives to strive to enhance shareholder value over both near and longer term periods in a manner that balances potentially
competing incentives that could create risk.  The Committee’s executive compensation philosophy is based on three fundamental principles:  (i) all compensation
should be referenced and validated based primarily on an analysis of the practices of our peer group as well as industry surveys, (ii) compensation grants and
changes to compensation should be performance and responsibility based and (iii) if the Company’s financial and operational performance exceeds peer group
and industry performance levels, the compensation of our named executive officers (for all of the incentive components of compensation discussed below) should
be targeted at the 75th percentile of the peer group utilized by the Committee (although the actual compensation on an individual basis often falls below, and can
sometimes exceed, such 75th percentile).
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In addition to the foregoing, the policy and the guidelines followed by the Committee historically have been directed toward providing compensation and

incentives to our executive officers in order to achieve the following objectives:
 

·  reward performance and initiative;
 

·  be competitive with other healthcare REITs viewed as competitors for executive talent;
 

·  be significantly related to accomplishments and our short-term and long-term successes, particularly measured in terms of growth in adjusted
funds from operations on a per share basis and total shareholder return;

 
·  structure incentive programs utilizing various performance metrics to minimize the potential for risk associated with over-weighting any particular

performance metric;
 

·  align the interests of our executive officers with the interests of our stockholders; and
 

·  encourage and facilitate our executives’ ability to achieve meaningful levels of ownership of our stock.
 
2010 Employment Agreements

In September 2010, the Committee and the Board of Directors approved new employment agreements with each of C. Taylor Pickett, Daniel J. Booth,
Robert O. Stephenson, R. Lee Crabill and Michael D. Ritz, which were each executed on October 22, 2010.  Pursuant to the employment agreements, our five
senior executives have similarly structured compensation plans consisting of base salary, annual cash bonus, time-vested restricted stock and performance
restricted stock units that are earned to the extent we achieve certain performance hurdles for the years ended 2011 through 2013.  All of the employment
agreements expire on December 31, 2013. See “Compensation and Severance Agreements” at pages 27-30.
 
Elements of Compensation

Annual Base Salary

Our approach to base compensation levels has been to offer competitive salaries in comparison with prevailing market practices for comparable positions
at our peer group companies.  The employment agreements for each of the executive officers established a base annual salary in 2010 and provided that the base
salary would be reviewed on an annual basis to determine if increases are warranted; provided, however that the employment agreements for Mr. Stephenson, Mr.
Crabill and Mr. Ritz require  certain specified annual increases in years after 2010.
 

The Committee evaluates and establishes the executive officers’ annual base salaries in connection with its annual review of management’s performance
and based on input from our Chairman of the Board and our Chief Executive Officer. In undertaking the annual review, the Committee considers the decision-
making responsibilities of each position and the experience, work performance and team-building skills of each incumbent officer, as well as our overall
performance and the achievement of our strategic objectives and budgets.  The Committee generally views work performance as the single most important
measurement factor, followed by team-building skills and decision-making responsibilities.
 
As noted above, the Committee generally targets base salaries, short term incentive and multi-year incentives for named executive officers at the 75 th percentile
when financial and operational performance exceeds peer group and industry results.  The Committee also reviews internal pay equity in the context of the target
percentile objectives when making base salary decisions, although neither internal equity nor any percentile target is a dispositive factor.  The Committee also
considers the effect of increasing base salary on other aspects of the overall compensation program.  As a result of the analysis by FPL of base salaries for
comparable positions among our peer group companies, as well as the analysis of Omega’s financial and operating performance during 2009 as compared to the
peer group, the Committee determined that the 75th percentile target was a relevant target for base salaries in general and, as a result, determined to increase
base salaries generally to either achieve approximate parity with the 75th percentile of our peer group or, in certain instances, to move toward lessening the
existing differential.   With respect to Messrs Pickett and Booth, it was determined that their base salaries would be increased effective January 1, 2010, to a level
viewed as comparable to the 75th percentile of our peer group for similar positions.  With respect to our other named executive officers, the Committee determined
that while targeting the 75th percentile is a relevant benchmark, it is not dispositive and, accordingly, determined to increase salaries over the next one to three
years with a goal to ultimately reach the 75th percentile for such positions as established by the FPL analysis assuming performance, responsibility and the other
factors referenced above that are considered in setting base salaries continue to warrant such an approach.
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In connection with the Committee’s approval of the employment agreements, the Committee approved the annual base salaries for each executive officer

effective January 1, 2010 set forth below.  The annual base salary for each of the executive officers was subject to review as of January 1, 2011, and at least
annually thereafter for possible increases.  However, consistent with the goal established by the Committee of providing compensation that ranks in the 75th

percentile of our peer group for performance that exceeds peer group performance, the employment agreements for Stephenson, Crabill and Ritz contain
increased minimum salaries for certain years after 2010. See “Compensation and Severance Agreements” at pages 27-30 below.  On January 14, 2011, the
Committee approved the 2011 base salary increases for Stephenson, Crabill and Ritz as set forth in their respective employment agreements, and also approved
certain increases for the 2011 base salaries of Pickett and Booth, based on such officers’ performance and inflation.  The base salaries for our named executive
officers for 2010 and 2011 are set forth below.
 

Named Executive Officer  
2010 Base

Salary   
2011 Base

Salary  
C. Taylor Pickett  $ 600,000  $ 615,000 
Daniel J. Booth  $ 380,000  $ 390,000 
Robert O. Stephenson  $ 305,000  $ 328,000 
R. Lee Crabill  $ 295,000  $ 305,500 
Michael D. Ritz  $ 205,000  $ 234,000 
Total  $ 1,785,000  $ 1,872,500 

 
We accrue salaries as they are earned by our officers, and thus all salaries earned during the year are expensed in the year earned. Each officer must

include his salary in his taxable income in the year in which he receives it. We withhold appropriate tax withholdings from the salaries of the named executive
officers.
 
Annual Cash Bonus Opportunity

Our historical compensation practices have embodied the principle that annual cash bonuses that are based primarily on achieving objectives that
enhance long-term stockholder value are desirable in aligning stockholder and management interests.  The Committee strives to award individual annual bonuses
for each named executive officer consistent with market practices for positions with comparable decision-making responsibilities and that reward individual
contributions by executive officers, all in accordance with the terms of each executive officer’s employment agreement as discussed below.
 

As a result of the analysis performed by FPL, the Committee decided to modify the annual cash bonus program to reflect practices in place at our peer
group and to also benchmark the 75th percentile target for superior performance.  As a result, for 2010 and future years until modified by the Compensation
Committee, each executive has bonus opportunities at the Threshold, Target and Maximum level which are quantified in terms of the percentages of base salary
set forth in the table below.
 
Named Executive Officer  Bonus Opportunity As Percentage of Base Salary  
  Threshold   Target   Maximum  
C. Taylor Pickett   100%  125%  150%
Daniel J. Booth   50%  75%  100%
Robert O. Stephenson   50%  62.5%  75%
R. Lee Crabill   25%  45%  65%
Michael D. Ritz   25%  35%  45%

We accrue estimated bonuses for our executive officers throughout the year service is performed relating to such bonuses, and thus bonuses are
expensed in the year they are earned, assuming they are approved by our Board of Directors. Each officer must include his bonus in his taxable income in the year
in which he receives it, which is generally in the year following the year it is earned.  We withhold appropriate tax withholdings from the bonus amounts awarded.
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2010 Annual Cash Bonuses .  In view of continuing uncertain economic and capital market conditions and the resulting challenges faced by the Company

in general and its operators in particular, the Committee determined that executive officer bonuses for 2010 would be based on multifaceted metrics and weighted
each metric in an amount deemed appropriate by the Committee.  The metrics that were applied and the relative weightings were as follows:

Metric  Weighting   Threshold   Target   High  
Adjusted FFO(1)   40%   $ 43,425,000   $ 44,440,000   $ 45,458,000  
Tenant Quality (Uncollected Rents) (2)   20%   Less than 3%   Less than 2%   Less than 1%  

Leverage (Coverage Ratio)(3)   20%   Less than 4.75   Less than 4.50   

Less than 4.25
or

ratings upgrade
from either

agency  
Individual/Subjective Measures (4)   20%    N/A    N/A    N/A  

 (1) 4th quarter run rate total dollars based on adjusted FFO per share of 42.7¢, 43.7¢, and 44.7¢, at threshold, target and high, respectively.
(2)           2010 uncollected rents as a percentage of 2010 gross revenues.

 (3) Debt/EBITDA as calculated pursuant to the covenants under the Company’s senior credit facility.
(4)           Subjective measures for each executive will include sustainability of the adjusted FFO run rate.

FFO and adjusted FFO are non-GAAP financial measures.   The Company calculates and reports FFO in accordance with the definition and interpretive
guidelines issued by the National Association of Real Estate Investment Trusts (“NAREIT”), and consequently, FFO is defined as net income available to common
stockholders, adjusted for the effects of asset dispositions and certain non-cash items, primarily depreciation and amortization.  Investors and potential investors in
the Company’s securities should not rely on non-GAAP financial measures as a substitute for any GAAP measure, including net income.

Adjusted FFO is calculated as FFO available to common stockholders less results of operations of owned and operated facilities during the period,
expenses associated with acquisitions, non-cash stock-based compensation, litigation settlements, and certain other non-recurring revenue and expense items as
more fully set forth in the reconciliation in the Company’s earnings release included as Exhibit 99.1 to the Form 8-K furnished on February 17, 2011.  The
Company believes that adjusted FFO provides an enhanced measure of the operating performance of the Company’s core portfolio as a REIT.  The Company's
computation of adjusted FFO is not comparable to the NAREIT definition of FFO or to similar measures reported by other REITs.

The performance metrics and the weighting set forth above, but not the specific required levels at threshold, target and high, will continue to apply for
2011 and each subsequent year through 2013 unless the Committee changes the metrics or the weighting by no later than the first ninety (90) days of the year in
which such change is to occur. All required levels for threshold, target and high performance for any year that are based on objective criteria.  Notwithstanding any
of the foregoing, the Committee reserves the discretion to make adjustments at any time (including without limitation, after the first ninety (90) days of the year to
which the bonus criteria apply) to the bonus metrics, the relative weighting of the bonus metrics and the specific threshold, target and high levels of each metric as
well as to adjust for events occurring during the year that were unbudgeted or unanticipated.

In connection with determining the level of subjective bonus earned with respect to 2010 performance, the Chief Executive Officer provided the Committee with an
assessment of each executive officer’s performance in 2010 and his respective contribution to the Company’s success in addressing the uncertain economy and
challenging conditions in the capital markets.  The Committee, after consultation with the Chief Executive Officer, determined to award each named executive
officer the full amount of the subjective portion of his bonus for 2010. The principal factors noted in the assessment of the executive officers’ performance included:

·  the closing of the HUD and option portions of the transaction with CapitalSource, Inc.;
 

·  the sale of 1.9 million shares of common stock to complete the Company’s $100 million 2009 Equity Shelf Program;
 

·  the implementation of a $140 million Equity Shelf Program and issuance of $70 million in common stock at an average price of $21.72 per share;
 

·  the issuance of, and the completion of an exchange offer for, $200 million in aggregate principal amount of the Company’s 7½% Senior Notes
due 2020;
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·  the issuance of $575 million in aggregate principal amount of the Company’s 6¾% Senior Notes due 2022;
 

·  the tender and redemption of all of the Company’s outstanding $310 million in 7% Senior Notes due 2014;
 

·  the termination and repayment of (i) the Company’s $100 million Credit Agreement with General Electric Capital Corporation and (ii) $59 million
in mortgage debt assumed as a part of the December 2009 CapitalSource, Inc. transaction;

 
·  maintaining modest leverage and significant liquidity, which positioned the Company to take advantage of growth opportunities;

 
·  prudent investment underwriting and deployment of capital;

 
·  favorable lease extensions and re-leases; and

 
·  success in portfolio restructurings and workouts.

 
FPL also noted that the Company’s financial performance ranked 5 th  out of 125 publicly-held real estate companies tracked by FPL in terms of annualized

three year total shareholder return for the three year period ended December 31, 2010.

The Committee noted that the Company reported adjusted FFO of $45.129 million for the fourth quarter of 2010, which exceeded the target level and
would have exceeded the high bonus level but for the additional interest and costs associated with the various capital markets transactions completed in the fourth
quarter of 2010. The Committee determined to pay out the adjusted FFO component of executive officer bonuses for 2010 at the high performance level, noting
that it would be inappropriate to  penalize executive officers for the impact of the Company taking advantage of very favorable capital markets conditions in the
fourth quarter of 2010.  Accordingly, the Committee approved the following cash bonuses relating to 2010 performance:

  
C. Taylor
Pickett   

Daniel J.
Booth   

Robert O.
Stephenson   R. Lee Crabill   

Michael D.
Ritz  

Adjusted FFO (40%)  $ 360,000  $ 152,000  $ 91,500  $ 76,700  $ 36,900 
Tenant Quality (20%)  $ 180,000  $ 76,000  $ 45,750  $ 38,350  $ 18,450 
Leverage (20%)  $ 180,000  $ 76,000  $ 45,750  $ 38,350  $ 18,450 
Individual/Subjective Measures (20%)  $ 180,000  $ 76,000  $ 45,750  $ 38,350  $ 18,450 
Total Cash Bonus Paid for 2010  $ 900,000  $ 380,000  $ 228,750  $ 191,750  $ 92,250 

2011 Annual Cash Bonus Opportunity .  The Committee determined to modify the annual cash bonus metrics for 2011 as follows: (i) to determine the
adjusted FFO portion of the bonus on a per-share basis, rather than an aggregate dollar amount basis, (ii) to add a provision to allow for linear interpolation when
performance for any metric is between threshold and target levels, or target and high levels, and (iii) to make a credit ratings upgrade a factor to be considered
under the subjective metric rather than the leverage metric.  Additionally, the Committee established the required levels for threshold, target and high performance
for 2011.  As a result, the annual cash bonus performance metrics for 2011 are as set forth below:
 

% of Bonus
Opportunity    Threshold(4)   Target(4)   High(4)  

 40%  
Adjusted
FFO per share  $ 1.80   $ 1.83   $ 1.88  

 20%  Tenant quality(1)  Less than 3%   Less than 2%   Less than 1%  
 20%  Leverage(2)  Less than 4.75x   Less than 4.60x   Less than 4.45x 
 20%  Subjective(3)             

(1)           2011 uncollected rents as a percentage of 2011 gross revenues.
(2)           Debt/EBITDA as calculated pursuant to the covenants under the Company’s senior credit facility.
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(3) Subjective category includes factors such as subjective evaluation of individual performance and/or credit rating upgrade from either agency.
(4) As to any bonus metric except the Subjective metric, if the payment is between threshold and target or between target and high, then the portion of the

bonus earned with respect to that metric will be based on linear interpolation.

Stock Incentives for 2007-2010

Following its comprehensive review in the spring of 2007 of executive compensation and the analyses provided by a compensation consultant, the
Committee determined to utilize three types of long-term executive incentives:  (1) restricted stock awards for retention purposes and to encourage meaningful
stock ownership, (2) performance restricted stock units (“PRSUs”) based on annualized performance to motivate and reward short-term performance and (3)
PRSUs based on cumulative performance through December 31, 2010 to motivate and reward long-term performance. As more thoroughly described below, the
PRSUs were designed to align executive compensation with the interests of stockholders by tying vesting to achievement of an 11% total shareholder return hurdle
rate (cumulative from May 2007 through each annual vesting date and over the three year period ending December 31, 2010).
 

2007 Restricted Stock Awards .   On May 7, 2007 we granted restricted stock awards to each of our five executive officers.  Each restricted stock award
vested one-seventh on December 31, 2007 and two-sevenths on each of December 31, 2008, December 31, 2009, and December 31, 2010.  The number of
these shares that vested as of December 31, 2010 is as follows:
 

Executive  

Number of
Shares
Vesting  

C. Taylor Pickett   32,684 
Daniel J. Booth   19,577 
Robert O. Stephenson   13,512 
R. Lee Crabill   12,064 
Michael D. Ritz   4,136 

 
2007 Performance Restricted Stock Unit Awards .   On May 7, 2007, we also awarded two types of PRSUs to our executive officers. Each PRSU

represented the right to receive one share of common stock if the required level of performance for the performance period was achieved and as a result the
PRSU vested. The two types of PRSU awards differed in the manner in which each award vested, as described below in greater detail.
 

·  Vesting for both types of Awards Based on Total Shareholder Return .  One-half of the total number of PRSUs granted to each executive officer were
subject to ratable annual vesting one-third on December 31 of each of 2008, 2009 and 2010 per year based on achievement of total shareholder return
(as described below) of 11% annualized from May 7, 2007 through the applicable vesting date.  The other half vested on December 31, 2010 based on
achievement of total shareholder return of 11% annualized from May 7, 2007 through December 31, 2010.  Total shareholder return was determined in
accordance with a methodology in the applicable PRSU agreements by reference to the total aggregate increase in the stock price per share over the
applicable performance period plus dividends per share paid during the performance period.  In calculating total shareholder return, the beginning of the
performance period stock value was based on the twenty day trailing average closing price prior to May 7, 2007, and the end of the performance period
stock value was based on the twenty day trailing average closing price as of the last day of the performance period.

 
·  Mechanics of Annual PRSU Vesting.  The PRSUs with annual vesting were scheduled to vest at the rate of one-third on each of December 31, 2008,

December 31, 2009, and December 31, 2010, but only if the Company achieved a total shareholder return on an annualized basis of at least 11%,
compounded as of each December 31, for the period commencing on May 7, 2007 and ending on the applicable vesting date.  No PRSUs vested at
December 31, 2008 because the total shareholder return hurdle was not achieved at such date, however, the officers were able to “catch-up” on the
vesting for such awards because cumulative total shareholder return in excess of 11% was achieved from May 7, 2007 through December 31, 2010.
With respect to the PRSUs scheduled to vest at December 31, 2009, the total shareholder return hurdle for the period commencing on May 7, 2007 and
ending on December 31, 2009 was not achieved at such date but the Committee determined in March 2010 that based on the approximate 26% total
shareholder return achieved for the twelve month period ended December 31, 2009 and in light of the challenging economic and capital market
conditions that prevailed generally during 2009, it was appropriate to vest those PRSUs.
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·  Mechanics of Three-Year PRSU Vesting.  With respect to the PRSUs subject to vesting only at December 31, 2010, the Company was required to
achieve cumulative total shareholder return of 11% over the period from May 7, 2007 through December 31, 2010 for the PRSUs to vest.

 
·  Dividend Equivalents.  The PRSU awards made in May 2007 provided that dividend equivalents based on dividends paid to stockholders during the

applicable performance period accrued on unvested and vested PRSUs.  Unpaid dividend equivalents accrued interest at a quarterly rate of interest
equal to the Company’s average borrowing rate for the preceding quarter.  Accrued dividend equivalents plus interest were paid to the officer at the date
the shares attributable to vested PRSUs were distributed.

 
·  Distribution of Shares.  Shares attributable to PRSUs with three-year vesting were distributed as of December 31, 2010. Shares attributable to PRSUs

with annual vesting were distributed as of January 2, 2011.
 

Vesting of PRSUs for 2010.  Annualized total shareholder return for the period from May 7, 2007 through December 31, 2010 as determined under the
PRSU agreements was approximately 13.4%, thereby exceeding the 11% hurdle rate.  As a result, all of the remaining unvested PRSUs granted in 2007 vested
as of December 31, 2010 (not including those annual PRSUs relating to 2009 performance that the Committee exercised discretion to vest in March 2010)
pursuant to the terms of the PRSU awards.  The full amount of the PRSUs that vested as of December 31, 2010 is as follows:
 

Annual PRSUs for 2008 and 2010:

Executive  
Restricted

Units  
C. Taylor Pickett   32,684 
Daniel J. Booth   19,577 
Robert O. Stephenson   13,512 
R. Lee Crabill   12,065 
Michael D. Ritz   4,826 

 
Three-Year (2007-2010) PRSUs:

 

Executive  
Restricted
Units  

C. Taylor Pickett   49,026 
Daniel J. Booth   29,366 
Robert O. Stephenson   20,268 
R. Lee Crabill   18,097 
Michael D. Ritz   7,239 

Stock Incentives Awards for 2011-2014 .
 

Because the performance period for the PRSUs granted in May 2007 ran through December 31, 2010, the Committee did not grant any new equity
incentive awards in 2010.  However, the Committee determined to implement a new equity compensation program for the period of January 1, 2011, through
December 31, 2013 based upon recommendations by FPL that were based on an assessment of practices among the companies in our peer group.  Specifically,
the Committee determined that it would structure equity-based awards in a manner similar to the 2010 annual cash bonus program in that each named executive
would have a threshold, target and high award level with the high level targeting the 75th percentile of our peer group.  The new equity compensation program is
comprised of a restricted stock grant, a multi-year PRSU grant and three annual PRSU grants. Initial grants occurred effective January 1, 2011, and an additional
annual grant of PRSUs will occur effective on each of January 1, 2012 and January 1, 2013.
 

Restricted Stock Awards.  One half of each officer’s equity compensation opportunity for the three year period ending December 31, 2013 (calculated at
target) consists of a one-time, time-based restricted stock award granted at January 1, 2011 under the Omega Healthcare Investors, Inc. 2004 Stock Incentive
Plan.  Each restricted stock award is subject to three year cliff vesting and is subject to continued employment on the vesting date, except in the case of death,
disability, termination by Omega without cause, or resignation for good reason (a “Qualifying Termination”) (in which case 33-1/3 % of the award vests if
termination is in 2011, 66-2/3 % of the award vests if termination is in 2012 and 100% of the award vests if termination is in 2013), or in the case of a Qualifying
Termination in connection with a change in control (in which case vesting is accelerated 100%).  Dividends on the restricted stock award are paid currently on
unvested and vested shares. The time-based restricted stock awards granted by the Committee as of January 1, 2011 were for the number of shares shown in the
chart below.
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Named Executive Officer  

Time-Based
Restricted

Stock  
C. Taylor Pickett   176,462 
Daniel J. Booth   99,396 
Robert O. Stephenson   75,074 
R. Lee Crabill   53,748 
Michael D. Ritz   13,613 

 
Performance Restricted Stock Unit Awards. The remaining one half of each officer’s long-term incentive compensation for the three year period ending

December 31, 2013 consists fifty percent (calculated at target) of an award of multi-year PRSUs granted January 1, 2011 and fifty percent (calculated at target) of
three annual PRSU awards (one on each of January 1, 2011, 2012 and 2013), each of which annual awards are equal in amount. The PRSUs are granted under
the Omega Healthcare Investors, Inc. 2004 Stock Incentive Plan. Each PRSU award will entitle the officer to receive following the end of the performance period a
number of shares of common stock that will vary depending on the level of performance (threshold, target or high) over the performance period. The number of
shares attributable to the multi-year PRSUs that will be earned depends on the levels (threshold, target or high) of absolute total shareholder return, calculated in
accordance with a methodology under the PRSU agreements (“absolute TSR” or “TSR”), and “relative TSR” (defined below) achieved over the three year
performance period ending December 31, 2013 as set forth in the table below, with absolute TSR having a 75% weighting and relative TSR having a 25%
weighting.  The number of shares attributable to the annual PRSUs that will be earned depends on the level (threshold, target or high) of absolute TSR achieved
for the year of each grant as set forth in the table below with absolute TSR having a 100% weighting. If performance is below threshold, no shares under the
PRSUs will be earned. If performance is between threshold and target or between target and high, the number of shares earned under the PRSUs is determined
under an interpolation formula. The baseline stock price from which TSR will be measured for the multi-year PRSUs over the three-year performance period
ending December 31, 2013 and for the annual PRSUs over the one-year performance period ending December 31, 2011 is $21.31, the volume-weighted average
price (“VWAP”) for the Company’s common stock for the month of December 2010.
 

Absolute TSR-Based PRSUs  Threshold   Target   High  
TSR (annualized and compounded annually for the multi-year PRSUs)

   8%    10%    12%  
Relative TSR-Based PRSUs             

Percentile vs. Peer Group  50th   65th   80th  

 
“Relative TSR” means TSR ranked on a percentile basis relative to the average total shareholder return achieved by the companies comprising the MSCI U.S.
REIT Index for the same period for which TSR is calculated and using the same methodology used for calculating TSR as described above.
 

The multi-year PRSU and annual PRSU awards granted by the Committee as of January 1, 2011 allow the named executive officers to earn the number of
shares shown in the applicable column (threshold, target or high) of the chart below depending on performance.
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Multi-Year Incentive Award
 

Metric
Absolute total shareholder

return  
Weighting

75%   
Threshold

8%   
Target
10%   

High
12%  

Named Executive Officer              
C. Taylor Pickett       10,178   66,173   117,608 
Daniel J. Booth       5,761   37,274   70,566 
Robert O. Stephenson       4,064(1)  28,153   44,713 
R. Lee Crabill       2,575   20,156   32,327 
Michael D. Ritz       1,012   5,105   8,193 
                 

Multi-Year Incentive Award

Metric
Relative total shareholder

return  
Weighting

25%   
Threshold
50th %-ile   

Target
65th %-ile   

High
80th %-ile  

Named Executive Officer                 
C. Taylor Pickett       3,392   22,058   39,203 
Daniel J. Booth       1,920   12,424   23,522 
Robert O. Stephenson       1,354(1)  9,384   14,904 
R. Lee Crabill       858   6,718   10,775 
Michael D. Ritz       337   1,702   2,731 
                 

Annual Incentive Equity Award  (2)

Metric
Absolute total shareholder

return  
Weighting

100%   
Threshold

8%   
Target
10%   

Maximum
12%  

Named Executive Officer                  
C. Taylor Pickett        4,523   29,410   52,270 
Daniel J. Booth        2,560   16,566   31,363 
Robert O. Stephenson        1,806(1)  12,512   19,872 
R. Lee Crabill        1,144   8,958   14,367 
Michael D. Ritz        450   2,269   3,641 
(1) An adjustment was made to Mr. Stephenson’s numbers of PRSUs at threshold to preserve internal pay equity. The adjusted number is reflected in the
preceding chart.

(2) These numbers reflect the January 1, 2011 grants. Additional annual PRSU grants for the same number of shares will be made on each of January 1, 2012
and January 1, 2013.
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The multi-year PRSUs that are earned under the preceding table vest quarterly in 2014 (the year following completion of the three-year performance period), and
the annual PRSUs that are earned under the preceding table vest at December 31 of the year of grant, subject in each case to continued performance of services
through the applicable vesting date.
 
With respect to the multi-year PRSUs, if the officer incurs a Qualifying Termination, the officer will vest in the number of PRSUs actually earned for the full three
year performance period, but prorated based on the period of employment during the three year period to the date of termination. If a change of control occurs or
the officer has a Qualifying Termination in connection with the change in control, the performance period ends on the date of the change in control. In that case, if
absolute TSR at the threshold or above level has been achieved prorated based on performance to the date of the change in control, the officer will vest in all or a
prorated portion of the absolute TSR-based portion of the award depending on the degree of achievement of the absolute TSR hurdles. And as to the Relative
TSR-based portion of the award, the PRSUs will vest 100% based on the applicable level (threshold, target, or high) of Relative TSR achievement through the date
of the change in control.
 
With respect to the annual PRSUs, if the officer incurs a Qualifying Termination, the officer will vest in the number of PRSUs actually earned for the full one year
performance period, but prorated based on the period of employment during the one year period to the date of termination. If a change of control occurs or the
officer has a Qualifying Termination in connection with the change in control, the performance period ends on the date of the change in control. In that case, if
absolute TSR at the threshold or above level has been achieved for the full year based on performance to the date of the change in control, the officer will vest
in  100% of the award depending on the degree of achievement of the absolute TSR hurdles.
 
The number of earned and vested multi-year PRSUs will be paid in equal quarterly amounts in Omega common stock, along with dividend equivalents to be paid in
cash, within ten (10) days following the last day of each calendar quarter in 2014 or on the date of a change in control, if earlier. The number of earned and vested
annual PRSUs will be paid in Omega common stock, along with dividend equivalents to be paid in cash, within ten (10) days following December 31 of the year of
grant or on the date of a change in control, if earlier.
 

Dividend equivalents declared with respect to the applicable performance period accrue on PRSUs that subsequently vest and are paid. Accrued dividend
equivalents are paid to the employee at the date the shares attributable to vested PRSUs are distributable.
 
Other Benefits

All employees may participate in our 401(k) Retirement Savings Plan (the “401(k) Plan”). We provide this plan to help our employees save some amount of
their cash compensation for retirement in a tax efficient manner. Under the 401(k) Plan, employees are eligible to make contributions, and we, at our discretion,
may match contributions and make a profit sharing contribution. We do not provide an option for our employees to invest in our stock in the 401(k) plan.
 

We provide a competitive benefits package to all full-time employees which includes health and welfare benefits, such as medical, dental, disability
insurance and life insurance benefits. The plans under which these benefits are offered do not discriminate in scope, terms or operation in favor of officers and
directors and are available to all salaried employees. We have no structured executive perquisite benefits (e.g., club memberships or company vehicles) for any
executive officer, including the named executive officers, and we currently do not provide supplemental pensions to our employees, including the named executive
officers.
 
Tax Deductibility of Executive Compensation

The SEC requires that this report comment upon our policy with respect to Section 162(m) of the Internal Revenue Code.  Section 162(m) disallows a
federal income tax deduction for compensation over $1.0 million to any of the named executive officers unless the compensation is paid pursuant to a plan that is
performance-related, non-discretionary and has been approved by our stockholders. We believe that, because we qualify as a REIT under the Internal Revenue
Code and therefore are not subject to federal income taxes on our income to the extent distributed, the payment of compensation that does not satisfy the
requirements of Section 162(m) will not generally affect our net income, although to the extent that compensation does not qualify for deduction under Section
162(m), a larger portion of stockholder distributions may be subject to federal income taxation as dividend income rather than return of capital. We do not believe
that Section 162(m) will materially affect the taxability of stockholder distributions, although no assurance can be given in this regard due to the variety of factors
that affect the tax position of each stockholder. For these reasons, Section 162(m) does not directly govern the Compensation Committee’s compensation policy
and practices.
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Risk Associated with Compensation

We believe that risks arising from our compensation policies and practices for our employees are not reasonably likely to have a material adverse effect on the
Company. In addition, the Compensation Committee believes that the mix and design of the elements of executive compensation do not encourage management
to assume excessive risks.

The Compensation Committee considered various factors that have the affect of mitigating risk and, with assistance of FPL, reviewed the elements of executive
compensation to determine whether any portion of executive compensation encourages excessive risk taking.  The Committee concluded that the following risk
oversight and compensation design features guard against excessive risk-taking:
 
 

·  The Company has developed and adheres to effective processes for developing strategic and annual operating plans and approval of portfolio
and capital investments;

·  The Company has strong internal financial controls;
·  Base salaries are consistent with each executive’s responsibilities so that they are not motivated to take excessive risks to achieve a reasonable

level of financial security;
·  The determination of incentive awards is based on a review of a variety of indicators of performance as well as a meaningful subjective

assessment of personal performance, thus diversifying the risk associated with any single indicator of performance;
·  The design of our multi-year compensation plan rewards executives for driving sustainable growth for shareholders over the January 2011 –

December 2013 performance period;
·  The vesting periods for equity compensation awards encourage executives to focus on maintaining dividends and stock price appreciation;
·  The mix between fixed and variable, annual and long-term and cash and equity compensation is designed to encourage balanced strategies and

actions that are in the Company’s long-term best interests;
·  Our incentive plans are not overly leveraged and cap the maximum payment; and
·  The Committee has retained discretionary authority to adjust annual awards and payments, which further reduces any business risk associated

with our plans.

Compensation Committee Report

The Committee reviewed and discussed the CD&A with management, and based on this review and discussion, the Committee recommended to the
Board of Directors that the CD&A be included in this Proxy Statement and incorporated by reference in our Annual Report on Form 10-K for the year ended
December 31, 2010.
 

Compensation Committee of the Board of Directors

Thomas F. Franke, Chairman
Harold J. Kloosterman
Bernard J. Korman
Edward Lowenthal

Stephen D. Plavin
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 Summary Compensation Table
 
The following table summarizes the compensation of our “named executive officers” for the years ended December 31, 2010, 2009 and 2008.  Our named
executive officers are our Chief Executive Officer, our Chief Financial Officer and the three other most highly compensated executive officers.  With respect to
stock awards, compensation in the table below includes not only compensation earned for services in the years indicated, but also compensation earned for
services in prior years but recognized as an expense for financial reporting purposes in the years indicated.

 
 

Name and Principal Position
(A)  

Year
(B)   

Salary
($)
(C)   

Bonus
($)
(1)
(D)   

Stock
Awards

($)
(2)
(E)   

Option
Awards

($)
(F)   

Non-Equity
Incentive Plan
Compensation

($)
(G)   

All Other
Compensation

($)
(3)
(I)   

Total
($)
(J)  

C. Taylor Pickett
Chief Executive Officer   

2010
2009
2008  $

600,000
558,000
549,500  $

900,000
558,000
549,500  $

--
 --
--  $

--
--

 --  $

--
 --
 --  $

65,251
14,700
13,800  $

1,565,251
1,130,700
1,112,800 

Daniel J. Booth
Chief Operating Officer   

2010
2009
2008  $

380,000
344,000
338,500  $

380,000
172,000
169,250  $

--
--

 --  $

--
--

 --  $

--
 --
 --  $

44,979
14,700
13,800  $

804,979
530,700
521,550 

Robert O. Stephenson
Chief Financial Officer   

2010
2009
2008  $

305,000
276,500
272,000  $

228,750
138,250
156,000  $

--
 --
--  $

--
 --
 --  $

--
--

 --  $

35,598
14,700

 13,800  $

569,348
429,450
441,800 

R. Lee Crabill
Senior Vice-President of
Operations   

2010
2009
2008  $

295,000
266,500
262,500  $

191,750
133,250
131,250  $

--
--
--  $

--
 --
 --  $

--
 --
--  $

33,360
14,700

 13,800  $

520,110
414,450
407,550 

Michael D. Ritz
Chief Accounting Officer   

2010
2009
2008  $

205,000
184,500
181,500  $

92,250
64,575
73,526  $

--
 --
 --  $

--
--

 --  $

--
 --
 --  $

22,164
14,700
13,800  $

319,414
263,775
268,826 

 
 (1) Bonuses are reported in the year earned, whether or not paid before year end.
 
 (2) Represents the fair market value dollar amount on the grant date for the years indicated with respect to restricted stock and PRSU awards in

accordance with current SEC rules. Proxy statements filings in 2009 and prior years reflected the amount expensed for financial reporting purposes
in accordance with the then-applicable rules of the Securities and Exchange Commission rather than the fair value on the grant date.

 
 (3) “All Other Compensation” includes the following:
 

Name  Year   

401(k)
Matching

Contribution   

Interest on
Dividend

Equivalent
Rights

on Vested
PRSUs  

 
C. Taylor Pickett   

2010
2009
2008  $

14,700
14,700
13,800  $

50,551
--
-- 

 
Daniel J. Booth   

2010
2009
2008  $

14,700
 14,700
13,800  $

30,279
--
-- 

 
Robert O. Stephenson   

2010
2009
2008  $

14,700
14,700

 13,800  $

20,898
--
-- 

 
R. Lee Crabill   

2010
2009
2008  $

14,700
14,700
13,800  $

18,660
--
-- 

 
Michael D. Ritz   

2010
2009
2008  $

14,700
14,700
13,800  $

7,464
--
-- 

 
     In accordance with SEC rules, dividend equivalents associated with PRSUs are not included in “All Other Compensation” because those amounts were
factored into the grant date fair values.
 

Grants of Plan Based Awards
 
The Company did not grant any plan-based awards to executive officers in 2010, and accordingly the Grants of Plan-Based Awards table is intentionally
omitted.  See the “Stock Incentives Awards for 2011-2014” section of our CD&A at pages 21-24 above.
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Outstanding Equity Awards at Fiscal Year End for 2010

 
 
All of the outstanding equity awards at December 31, 2010, vested as of such date.  See discussion of vesting under “Stock Incentives for 2007-2010” at

pages 20-21 above.  Accordingly, there were no outstanding equity awards at year end, and the Outstanding Equity Awards table is intentionally omitted.  New
equity awards were granted to our named executive officers in January 2011 in accordance with their respective employment agreements.  See the “Stock
Incentives Awards for 2011-2014” of our CD&A at pages 21-24 above.
 

Option Exercises and Stock Vested for 2010

Option Awards   Stock Awards  

Name
(A)  

Number of
Shares

Acquired on
Exercise

(#)
(B)   

Value Realized
on Exercise

($)
(1)
(C)   

Number of
Shares Acquired

on Vesting
(#)
(D)   

Value Realized
on Vesting

($)
(2)
(E)  

C. Taylor Pickett   --  $ --   130,736  $ 3,406,871 
Daniel J. Booth   --  $ --   78,309  $ 2,040,668 
Robert O. Stephenson   --  $ --   54,048  $ 1,408,446 
R. Lee Crabill   --  $ --   48,258  $ 1,257,565 
Michael D. Ritz   --  $ --   18,614  $ 487,562 

 
(1)  This amount represents the gain to the employee based on the market price of underlying shares at the date of exercise less the exercise price.

 
(2)  Represents the sum of (a) the product of the number of shares vested (i.e., the 2007 restricted stock awards and the shares attributable to the 2007

performance restricted share awards (both the annual and three-year PRSUs) and the closing price of our common stock as of December 31, 2010
and (b) the amount in cash paid out in respect of dividend equivalent rights and interest on dividend equivalent rights pursuant to the terms of the
PRSU agreements.

 
Compensation and Severance Agreements
 
C. Taylor Pickett Employment Agreement
 

We entered into an employment agreement with C. Taylor Pickett, dated as of October 22, 2010, to be our Chief Executive Officer. The agreement is set
to expire on December 31, 2013.
 

Mr. Pickett’s current base salary is $615,000 per year, subject to increase by us, and his employment agreement provides that he will be eligible for an
annual bonus in an amount equal to a specified percentage of his annual base salary, up to 150%, based on the level of performance achieved.   Mr.
Pickett’s  employment agreement provides that he will be eligible for a bonus only if he is employed by us on the date the bonus is paid, except that if the term of
his employment agreement is not extended beyond December 31, 2013, he will be eligible for a bonus for 2013 if he is employed by us on December 31, 2013 or if
he dies while employed by us during the term he will be eligible for a prorated bonus for the year of death.  For a discussion of bonus arrangements, see “Annual
Cash Bonus Opportunity” on pages 17-19  above.  Mr. Pickett’s employment agreement also provides for the equity compensation grants discussed above under
“Stock Incentives Awards for 2011- 2014.”

If during the term of the employment agreement we terminate Mr. Pickett’s employment without “cause” or if he resigns for “good reason,” we will pay him
severance equal to three times the sum of his then current annual base salary plus his average annual bonus over the last three completed fiscal years, which
amount will be paid in installments over the 36-month-period following his termination.  “Cause” is defined in the employment agreement to include events such as
willful refusal to perform duties, willful misconduct in performance of duties, unauthorized disclosure of confidential company information, or fraud or dishonesty
against us. “Good reason” is defined in the employment agreement to include events such as our material breach of the employment agreement or our relocation
of Mr. Pickett’s employment to more than 50 miles away without his consent.
 

Mr. Pickett is required to execute a release of claims against us as a condition to the payment of severance benefits. Severance is not paid if the term of
the employment agreement expires.
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Mr. Pickett is restricted from using any of our confidential information during his employment and for two years thereafter or from using any trade secrets

during his employment and for as long thereafter as permitted by applicable law. During the period of employment and for three years thereafter, Mr. Pickett is
obligated not to provide managerial services or management consulting services to a “competing business.” Competing business is defined to include a list of
named competitors and any other business with the primary purpose of leasing assets to healthcare operators or financing ownership or operation of senior,
retirement, long-term care or healthcare-related real estate. In addition, during the period of employment and for three years thereafter, Mr. Pickett agrees not to
solicit clients or customers with whom he had material contact or to solicit our management level employees.  However, if Mr. Pickett remains employed by us
through the date the term of the employment agreement expires, December 31, 2013, the noncompetition and nonsolicitation provisions also expire on that date.
 
Daniel J. Booth Employment Agreement
 

We entered into an employment agreement with Daniel J. Booth, dated as of October 22, 2010, to be our Chief Operating Officer.  The agreement is set to
expire on December 31, 2013.
 
Mr. Booth’s current base salary is $390,000  per year, subject to increase by us, and his employment agreement provides that he will be eligible for an annual
bonus in an amount equal to a specified percentage of his annual base salary, up to 100%, based on the level of performance achieved. Mr. Booth’s  employment
agreement provides that he will be eligible for a bonus only if he is employed by us on the date the bonus is paid, except that if the term of his employment
agreement is not extended beyond December 31, 2013, he will be eligible for a bonus for 2013 if he is employed by us on December 31, 2013 or if he dies while
employed by us during the term he will be eligible for a prorated bonus for the year of death. For a discussion of bonus arrangements, see “Annual Cash Bonus
Opportunity” on pages 17-19 above. Mr. Booth’s employment agreement also provides for the equity compensation grants discussed above under “Stock
Incentives Awards for 2011-2014.”
 

If during the term of the employment agreement we terminate Mr. Booth’s employment without “cause” or if he resigns for “good reason,” we will pay him
severance equal to two times the sum of his then current annual base salary plus his average annual bonus over the last three completed calendar years, which
amount will be paid in installments over the 24-month period following his termination.  “Cause” is defined in the employment agreement to include events such as
willful refusal to perform duties, willful misconduct in performance of duties, unauthorized disclosure of confidential company information, or fraud or dishonesty
against us. “Good reason” is defined in the employment agreement to include events such as our material breach of the employment agreement or our relocation
of Mr. Booth’s employment to more than 50 miles away without his consent.
 

Mr. Booth is required to execute a release of claims against us as a condition to the payment of severance benefits. Severance is not paid if the term of
the employment agreement expires.
 

Mr. Booth is restricted from using any of our confidential information during his employment and for two years thereafter or from using any trade secrets
during his employment and for as long thereafter as permitted by applicable law. During the period of employment and for two years thereafter, Mr. Booth is
obligated not to provide managerial services or management consulting services to a “competing business.”  Competing business is defined to include a list of
named competitors and any other business with the primary purpose of leasing assets to healthcare operators or financing ownership or operation of senior,
retirement, long-term care or healthcare-related real estate. In addition, during the period of employment and for two years thereafter, Mr. Booth agrees not to
solicit clients or customers with whom he had material contact or to solicit our management level employees.  However, if Mr. Booth remains employed by us
through the date the term of the employment agreement expires, December 31, 2013, the noncompetition and nonsolicitation provisions also expire on that date.
 
Robert O. Stephenson Employment Agreement
 

We entered into an employment agreement with Robert O. Stephenson, dated as of October 2, 2010, to be our Chief Financial Officer.  The agreement is
set to expire on December 31, 2013.
 
Mr. Stephenson’s current base salary is $328,000 per year, subject to increase to $351,000 per year effective January 1, 2012, and subject to further increase by
us, and his employment agreement provides that he will be eligible for an annual bonus in an amount equal to a specified percentage of his annual base salary, up
to 75%, based on the level of performance achieved. Mr. Stephenson’s employment agreement provides that he will be eligible for a bonus only if he is employed
by us on the date the bonus is paid, except that if the term of his employment agreement is not extended beyond December 31, 2013, he will be eligible for a
bonus for 2013 if he is employed by us on December 31, 2013 or if he dies while employed by us during the term he will be eligible for a prorated bonus for the
year of death.  For a discussion of bonus arrangements, see “Annual Cash Bonus Opportunity” on pages 17-19 above. Mr. Stephenson’s employment agreement
also provides for the equity compensation grants discussed above under “Stock Incentives Awards for 2011-2014.”
 
 

-28-



 
If during the term of the employment agreement we terminate Mr. Stephenson’s employment without “cause” or if he resigns for “good reason,” we will pay

him severance equal to one and one-half times the sum of his then current annual base salary plus his average annual bonus over the last three completed
calendar years, which amount will be paid in installments over the 18-month-period following his termination.  “Cause” is defined in the employment agreement to
include events such as willful refusal to perform duties, willful misconduct in performance of duties, unauthorized disclosure of confidential company information, or
fraud or dishonesty against us. “Good reason” is defined in the employment agreement to include events such as our material breach of the employment
agreement or our relocation of Mr. Stephenson’s employment to more than 50 miles away without his consent.
 

Mr. Stephenson is required to execute a release of claims against us as a condition to the payment of severance benefits. Severance is not paid if the term
of the employment agreement expires.
 

Mr. Stephenson is restricted from using any of our confidential information during his employment and for two years thereafter or from using any trade
secrets during his employment and for as long thereafter as permitted by applicable law. During the period of employment and for 18 months thereafter, Mr.
Stephenson is obligated not to provide managerial services or management consulting services to a “competing business.”  Competing business is defined to
include a list of named competitors and any other business with the primary purpose of leasing assets to healthcare operators or financing ownership or operation
of senior, retirement, long-term care or healthcare-related real estate. In addition, during the period of employment and for 18 months thereafter, Mr. Stephenson
agrees not to solicit clients or customers with whom he had material contact or to solicit our management level employees.  However, if Mr. Stephenson remains
employed by us through the date the term of the employment agreement expires, December 31, 2013, the noncompetition and nonsolicitation provisions also
expire on that date.
 
R. Lee Crabill, Jr. Employment Agreement
 

We entered into an employment agreement with R. Lee Crabill, dated as of October 22, 2010, to be our Senior Vice President of Operations.  The
agreement is set to expire on December 31, 2013.
 
Mr. Crabill’s current base salary is $305,500 per year, subject to increase to $315,750 per year effective January 1, 2012, to $326,000 per year effective January 1,
2013, and subject to further increase by us. His employment agreement provides that he will be eligible for an annual bonus in an amount equal to a specified
percentage of his annual base salary, up to 65%, based on the level of performance achieved. Mr. Crabill’s employment agreement provides that he will be eligible
for a bonus only if he is employed by us on the date the bonus is paid, except that if the term of his employment agreement is not extended beyond December 31,
2013, he will be eligible for a bonus for 2013 if he is employed by us on December 31, 2013 or if he dies while employed by us during the term he will be eligible for
a prorated bonus for the year of death.  For a discussion of bonus arrangements, see “Annual Cash Bonus Opportunity” on pages 17-19 above. Mr. Crabill’s
employment agreement also provides for the equity compensation grants discussed above under “Stock Incentives Awards for 2011-2014.”
 

If during the term of the employment agreement we terminate Mr. Crabill’s employment without “cause” or if he resigns for “good reason,” we will pay him
severance equal to one and one-half times the sum of his then current annual base salary plus his average annual bonus over the last three completed calendar
years, which amount will be paid in installments over the 18-month-period following his termination.  “Cause” is defined in the employment agreement to include
events such as willful refusal to perform duties, willful misconduct in performance of duties, unauthorized disclosure of confidential company information, or fraud or
dishonesty against us. “Good reason” is defined in the employment agreement to include events such as our material breach of the employment agreement or our
relocation of Mr. Crabill’s employment to more than 50 miles away without his consent.
 

Mr. Crabill is required to execute a release of claims against us as a condition to the payment of severance benefits. Severance is not paid if the term of
the employment agreement expires.
 

Mr. Crabill is restricted from using any of our confidential information during his employment and for two years thereafter or from using any trade secrets
during his employment and for as long thereafter as permitted by applicable law. During the period of employment and for 18 months thereafter, Mr. Crabill is
obligated not to provide managerial services or management consulting services to a “competing business.”  Competing business is defined to include a list of
named competitors and any other business with the primary purpose of leasing assets to healthcare operators or financing ownership or operation of senior,
retirement, long-term care or healthcare-related real estate. In addition, during the period of employment and for 18 months thereafter, Mr. Crabill agrees not to
solicit clients or customers with whom he had material contact or to solicit our management level employees.  However, if Mr. Crabill remains employed by us
through the date the term of the employment agreement expires, December 31, 2013, the noncompetition and nonsolicitation provisions also expire on that date.
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Michael D. Ritz Employment Agreement
 
           We entered into an employment agreement with Michael D. Ritz, dated as October 22, 2010, to be our Chief Accounting Officer. The term of the agreement
expires on December 31, 2013.
 
           Mr. Ritz’ current base salary is $234,000 per year, subject to increase by us, and his employment agreement provides that he will be eligible for an annual
bonus in an amount equal to a specified percentage of his annual base salary, up to 45%, based on the level of performance achieved. Mr. Ritz’s  employment
agreement provides that he will be eligible for a bonus only if he is employed by us on the date the bonus is paid, except that if the term of his employment
agreement is not extended beyond December 31, 2013, he will be eligible for a bonus for 2013 if he is employed by us on December 31, 2013 or if he dies while
employed by us during the term he will be eligible for a prorated bonus for the year of death.  For a discussion of bonus arrangements, see “Annual Cash Bonus
Opportunity” on pages 17-19 above. Mr. Ritz’s employment agreement also provides for the equity compensation grants discussed above under “Stock Incentives
Awards for 2011-2014.”
 
           If during the term of the employment agreement we terminate Mr. Ritz’ employment without “cause” or if he resigns for “good reason,” we will pay him
severance equal to one times the sum of his then current annual base salary plus his average annual bonus over the last three completed calendar years, which
amount will be paid in installments over the 12-month-period following his termination. “Cause” is defined in the employment agreement to include events such as
willful refusal to perform duties, willful misconduct in performance of duties, unauthorized disclosure of confidential company information, or fraud or dishonesty
against us. “Good reason” is defined in the employment agreement to include events such as our material breach of the employment agreement or our relocation
of Mr. Ritz’ employment to more than 50 miles away without his consent.
 
           Mr. Ritz is required to execute a release of claims against us as a condition to the payment of severance benefits. Severance is not paid if the term of the
employment agreement expires.
 
           Mr. Ritz is restricted from using any of our confidential information during his employment and for two years thereafter or from using any trade secrets
during his employment and for as long thereafter as permitted by applicable law. During the period of employment and for one year thereafter, Mr. Ritz is obligated
not to provide managerial services or management consulting services to a “competing business.” Competing business is defined to include a list of named
competitors and any other business with the primary purpose of leasing assets to healthcare operators or financing ownership or operation of senior, retirement,
long-term care or healthcare-related real estate. In addition, during the period of employment and for one year thereafter, Mr. Ritz agrees not to solicit clients or
customers with whom he had material contact or to solicit our management level employees.  However, if Mr. Ritz remains employed by us through the date the
term of the employment agreement expires, December 31, 2013, the noncompetition and nonsolicitation provisions also expire on that date.
 
Potential Payments Upon Termination or Change of Control
 

The table below illustrates the incremental compensation that would have been payable in the event of termination events identified below, as if they had
occurred as of December 31, 2010.  Accordingly, the information in the table below does not give effect to the 2011 equity awards and adjustments to
compensation for 2011 described in CD&A above.
 

In general, the occurrence of a change of control does not increase benefits that would otherwise be payable upon termination without cause or
resignation for good reason. However,  a change of control can impact the number of restricted shares that vest and the numbers of PRSUs that vest.    For a
description of the vesting of restricted stock and PRSUs, see “Stock Incentives Awards for 2011-2014” on pages 17-19 above.  For a description of circumstances
constituting “cause” and “good reason”, and further detail regarding the estimated payments and benefits upon the occurrence of certain triggering events, see the
discussion of each officer’s employment agreement above.
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  Triggering Event as of December 31, 2010  

  

Involuntary
Without Cause

or
Voluntary for
Good Reason   Death   Disability  

C. Taylor Pickett:          
Severance  $ 3,570,624  $ --  $ -- 
Bonus  $ --  $ 900,000  $ -- 

             
Total Value of Payments:  $ 3,570,624  $ 900,000  $ -- 

             
Daniel J. Booth:             

Severance  $ 1,150,750  $ --  $ -- 
Bonus  $ --  $ 380,000  $ -- 

             
Total Value of Payments:  $ 1,150,750  $ 380,000  $ -- 

             
Robert O. Stephenson:             

Severance  $ 683,435  $ --  $ -- 
Bonus  $ --  $ 228,750  $ -- 

             
Total Value of Payments:  $ 683,435  $ 228,750  $ -- 

             
R. Lee Crabill:             

Severance  $ 643,170  $ --  $ -- 
Bonus  $ --  $ 191,750  $ -- 

             
Total Value of Payments:  $ 643,170  $ 191,750  $ -- 

             
Michael D. Ritz:             

Severance  $ 288,117  $ --  $ -- 
Bonus  $ --  $ 92,250  $ -- 

             
Total Value of Payments:  $ 288,117  $ 92,250  $ -- 

 
Compensation of Directors

Name
(A)  

Fees earned
or paid in

cash
($)
(B)   

Stock Awards
($)
(1)
(C)   

Option Awards
($)
(D)   

Non-Equity
Incentive Plan
Compensation

($)
(E)   

Change in Pension
Value and Non-

Qualified Deferred
Compensation

Earnings
(F)   

All Other
Compensation

($)
(G)   

Total
($)
(H)  

                      
Thomas F. Franke  $ 43,500  $ 97,505  $ --  $ --  $ --  $ --  $ 141,005 
Harold J.
Kloosterman  $ 58,500  $ 97,505  $ --  $ --  $ --  $ --  $ 156,005 
Bernard J. Korman  $ 49,500  $ 107,505  $ --  $ --  $ --  $ --  $ 157,005 
Edward Lowenthal  $ 52,500  $ 97,505  $ --  $ --  $ --  $ --  $ 150,005 
Stephen D. Plavin  $ 54,000  $ 97,505  $ --  $ --  $ --  $ --  $ 151,505 
 
 (1) Represents the fair value dollar amount on the grant date of the stock grants set forth below:
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Name Grant Date  
Shares

Awarded   
Grant Date
Fair Value  

Thomas F. Franke

2/3/2010
2/17/2010
4/28/2010
5/17/2010
8/16/2010
11/15/2010   

2,100
340

1,070
481
444
434  $

 42,000
6,249

21,125
 9,370
9,382
9,379 

Harold J. Kloosterman

2/3/2010
2/17/2010
4/28/2010
5/17/2010
8/16/2010
11/15/2010   

2,100
340

 1,070
481

 444
434

(1)
(1)
(1)
(1)
(1)
(1)  $

42,000
6,249

21,125
9,370
9,382
9,379 

Bernard J. Korman

2/3/2010
2/17/2010
4/28/2010
5/17/2010
8/16/2010
11/15/2010   

3,500
340
170

 481
444

 434  $

70,000
6,249
3,125
9,370
9,382
9,379 

Edward Lowenthal

2/3/2010
2/17/2010
4/28/2010
5/17/2010
8/16/2010
11/15/2010   

2,100
340

1,070
481
444
434  $

42,000
6,249

21,125
9,370
9,382
9,379 

Stephen D. Plavin

2/3/2010
2/17/2010
4/28/2010
5/17/2010
8/16/2010
11/15/2010   

2,100
340

1,070
 481
444
434  $

42,000
6,249

 21,125
9,370
9,382
9,379 

 
(1)           All of the shares awarded to Mr. Kloosterman in 2010 were deferred pursuant to the Deferred Stock Plan described below.
 

 
In April 2010, FPL presented the results of its benchmarking study that compared the compensation of our directors with that of our peer group companies.  FPL’s
analysis indicated that the cash portion of the annual retainer paid to our directors was at approximately the 25th percentile of the cash retainers paid by our peer
group companies while the equity portion was at or slightly below the median of the equity retainers paid by our peer group companies.  Based on the FPL
analysis, the Compensation Committee recommended, and the Board of Directors approved, changes to our standard compensation for directors effective January
1, 2010.  Our non-employee directors now receive (i) a cash payment of $37,500 payable in quarterly installments of $9,375; (ii) a quarterly grant of shares of
common stock equal to the number of shares determined by dividing the sum of $9,375 by the fair market value of the common stock on the date of each quarterly
grant, currently set at February 15, May 15, August 15 and November 15; and (iii) an annual grant of 3,000 shares of restricted stock, with an additional 500
restricted shares granted to the Chairman of the Board annually. In addition, the Chairman of the Board receives an additional annual payment of $25,000, the
Chairman of the Audit Committee receives an additional $15,000, the Chairman of the Compensation Committee receives an additional $10,000 and all other
committee chairmen receive $7,000.

We also pay each non-employee director a fee of $1,500 per meeting for attendance at each regularly scheduled or special meeting of the Board of
Directors, whether in person or telephonic. In addition, each new non-employee director of our Company is awarded options with respect to 10,000 shares upon his
or her initial election as a director.
 

Non-employee director restricted stock is granted in January each year and vests one-third on each successive January 1 in the three years following the
date of the grant subject to the director’s continuing service on each vesting date, and vests 100% in the case of the director’s death or disability or change in
control of the Company.  In addition, we reimburse the directors for travel expenses incurred in connection with their duties as directors. Employee directors
receive no compensation for service as directors.
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Deferred Stock Plan
 

The Board of Directors of the Company has adopted a Deferred Stock Plan that allows directors and executive officers to defer receipt of stock grants,
subject to the terms of the plan and agreements approved by the Compensation Committee of the Board of Directors for such purpose.  The terms and conditions
will be reflected in a deferral agreement approved by the Compensation Committee.  If a participant makes a deferral election, the deferred shares will be issued
at a date or event specified in the deferral agreement.
 

Unless otherwise determined by the Compensation Committee, each stock grant that is deferred will accrue dividend equivalents.  The Compensation
Committee may provide in the applicable agreement that dividend equivalents will be deferred along with the stock grants or may give the participant the right to
elect to receive the dividend equivalents currently or defer them.  If a participant makes a deferral election, the dividend equivalents will be deferred until the date
or event specified in the participant’s agreement.  The Compensation Committee may allow a participant to elect, or may require, that deferred dividend
equivalents will be converted into common stock under a conversion formula or instead that the dividend equivalents will not be converted but the amount will be
increased by an interest rate set by the Compensation Committee.
 
Compensation Committee Interlocks and Insider Participation

Thomas F. Franke, Harold J. Kloosterman, Bernard J. Korman, Edward Lowenthal and Stephen D. Plavin were members of the Compensation Committee for the
year ended December 31, 2010, and during such period, there were no Compensation Committee interlocks or insider participation in compensation decisions.

 AUDIT COMMITTEE MATTERS
 
           The Audit Committee’s purpose is to oversee the accounting and financial reporting processes of our Company, the audits of our financial statements, the
qualifications of the public accounting firm engaged as our independent auditor to prepare and issue an audit report on our financial statements and the related
internal control over financial reporting, and the performance of our independent auditors.  The Audit Committee has the sole authority and responsibility to select,
determine the compensation of, evaluate and, when appropriate, replace our Company’s independent auditors. The Audit Committee’s function is more fully
described in its revised charter, which is available on our website at www.omegahealthcare.com. The Board of Directors reviews the Audit Committee Charter
annually.

The Audit Committee has three independent directors, and the Board of Directors has determined that each Audit Committee member is independent under the
standards of director independence established under our corporate governance policies and the NYSE listing requirements and is also “independent” for purposes
of Section 10A(m)(3) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).  In addition, the Board of Directors has determined that Stephen
Plavin is an “audit committee financial expert,” as defined by SEC rules.

Management is responsible for the preparation, presentation and integrity of our financial statements, accounting and financial reporting principles, internal control
over financial reporting and procedures designed to ensure compliance with accounting standards, applicable laws and regulations.  Our Company’s independent
auditor, Ernst & Young LLP, is responsible for auditing and expressing opinions on the conformity of our Company’s consolidated financial statements with
accounting principles generally accepted in the United States, and the effectiveness of our Company’s internal control over financial reporting based on criteria
established in Internal Control – Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria).

Audit Committee Report

The Audit Committee, with respect to the audit of Omega’s 2010 audited consolidated financial statements, reports as follows:

·  The Audit Committee has reviewed and discussed our 2010 audited consolidated financial statements with Omega’s management;

·  The Audit Committee has discussed with Ernst & Young LLP the matters required to be discussed by Statement on Auditing Standards No. 61, as
amended, (AICPA, Professional Standards, Vol. 1, AU section 380), as adopted by the Public Company Accounting Oversight Board (“PCAOB”) in Rule
3200T;

·  The Audit Committee has received written disclosures and the letter from Ernst & Young LLP required by the PCAOB regarding Ernst & Young LLP’s
communications with the Audit Committee concerning independence and has discussed with Ernst & Young LLP its independence from Omega;
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·  Based on reviews and discussions of Omega’s 2010 audited consolidated financial statements with management and discussions with Ernst & Young
LLP, the Audit Committee recommended to the Board of Directors that Omega’s 2010 audited consolidated financial statements be included in our
Company’s Annual Report on Form 10-K;

·  The Audit Committee has policies and procedures that require the pre-approval by the Audit Committee of all fees paid to, and all service performed by,
our Company’s independent auditor. At the beginning of each year, the Audit Committee approves the proposed services, including the nature, type and
scope of service contemplated and the related fees, to be rendered by the firm during the year. In addition, Audit Committee pre-approval is also required
for those engagements that may arise during the course of the year that are outside the scope of the initial services and fees approved by the Audit
Committee. For each category of proposed service, the independent accounting firm is required to confirm that the provision of such services does not
impair its independence. Pursuant to the Sarbanes-Oxley Act of 2002, the fees and services provided as noted in the table below were authorized and
approved by the Audit Committee in compliance with the pre-approval policies and procedures described herein; and

·  The Committee has also reviewed the services provided by Ernst & Young LLP discussed below and has considered whether provision of such services
is compatible with maintaining auditor independence.

Audit Committee of the Board of Directors

Stephen D. Plavin
Harold J. Kloosterman
Edward Lowenthal
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 RELATIONSHIP WITH INDEPENDENT AUDITORS

Independent Auditors
 
Ernst & Young LLP audited our financial statements for each of the years ended December 31, 2010, 2009 and 2008.  Representatives of Ernst & Young LLP are
expected to be present at the Annual Meeting and will be given the opportunity to make a statement if they desire to do so.  It is also expected that they will be
available to respond to appropriate questions from stockholders at the Annual Meeting.  Approval of our independent auditors is not a matter required to be
submitted to stockholders; however, the Board considers the selection of the independent auditor to be an important matter of stockholder concern and is
submitting the selection of Ernst & Young LLP for ratification by stockholders as a matter of good corporate practice.

Fees

The following table presents fees for professional audit services rendered by Ernst & Young LLP for the audit of our Company’s annual financial statements for the
fiscal years 2010 and 2009 and fees billed for other services rendered by Ernst & Young LLP during those periods, all of which were pre-approved by the Audit
Committee.

  Year Ended December 31,  
  2010   2009  
Audit Fees                                                 $ 1,148,000  $ 576,000 
Audit-Related Fees                                                  —   — 
Tax Fees                                                  —   — 
All Other Fees                                                  2,000   2,000 
Total                                                 $ 1,150,000  $ 578,000 

Audit Fees

The aggregate fees billed by Ernst & Young LLP for professional services rendered to our Company for the audit of our Company’s annual financial statements for
fiscal years 2010 and 2009, the audit of the effectiveness of our Company’s internal control over financial reporting related to Section 404 of the Sarbanes-Oxley
Act of 2002 for fiscal years 2010 and 2009, the reviews of the financial statements included in our Company’s Forms 10-Q for fiscal years 2010 and 2009, and
services relating to securities and other filings with the SEC, including comfort letters and consents, were approximately $1,148,000 and $576,000, respectively.

Audit Related Fees

Ernst & Young LLP was not engaged to perform services for our Company relating to due diligence related to mergers and acquisitions, accounting consultations
and audits in connection with acquisitions, internal control reviews, attest services that are not required by statute or regulation, or consultation concerning financial
accounting and reporting standards for fiscal years 2010 and 2009.

Tax Fees

Ernst & Young LLP was not engaged to perform services to our Company relating to tax compliance, tax planning and tax advice for fiscal years 2010 and 2009,
respectively.

All Other Fees

Ernst & Young LLP also billed us approximately $2,000 annually for access to an online accounting research tool in 2010 and 2009.
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Determination of Auditor Independence

The Audit Committee considered the provision of non-audit services by our independent auditor and has determined that the provision of such services was
consistent with maintaining the independence of Ernst & Young LLP.

Audit Committee’s Pre-Approval Policies

The Audit Committee’s current practice is to pre-approve all audit services and all permitted non-audit services to be provided to our Company by our independent
auditor; provided, however, pre-approval requirements for non-audit services are not required if all such services:  (1) do not aggregate to more than five percent of
total revenues paid by us to our accountant in the fiscal year when services are provided; (2) were not recognized as non-audit services at the time of the
engagement; and (3) are promptly brought to the attention of the Audit Committee and approved prior to the completion of the audit by the Audit Committee.

  PROPOSAL 2 — PROPOSAL TO RATIFY THE SELECTION OF ERNST & YOUNG LLP AS OUR INDEPENDENT AUDITOR FOR THE FISCAL YEAR 2011

The Audit Committee has selected Ernst & Young LLP as our Company’s independent auditor for the current fiscal year, and the Board of Directors is
asking stockholders to ratify that selection.  Although current law, rules and regulations, as well as the charter of the Audit Committee, require our Company’s
independent auditor to be engaged, retained and supervised by the Audit Committee, the Board of Directors considers the selection of the independent auditor to
be an important matter of stockholder concern and is submitting the selection of Ernst & Young LLP for ratification by stockholders as a matter of good corporate
governance. However, if the stockholders do not ratify the selection, the Board of Directors and the Audit Committee will reconsider whether or not to retain Ernst &
Young LLP.  Even if the selection is ratified, the Board of Directors and the Audit Committee in their discretion may change the appointment at any time during the
year if they determine that such a change would be in the best interest of us and our stockholders.  Information concerning the services Ernst & Young LLP
provided to us can be found beginning on page 35 above.

Voting Required for Approval

The affirmative vote of holders of a majority of all votes cast on the matter is required to ratify the selection of Ernst & Young LLP as our Company’s
independent auditor for the current fiscal year.  Accordingly, abstentions and broker non-votes, if any, will have no effect on the outcome of the vote on any of
these proposals.
 
Recommendation of the Board

           The Board of Directors and the members of the Audit Committee unanimously recommend a vote FOR the proposal to ratify the selection of Ernst & Young
LLP as our independent auditor for the fiscal year 2011.

PROPOSAL 3 – ADVISORY VOTE ON EXECUTIVE COMPENSATION

Background on Advisory Vote

Recently enacted federal legislation (Section 14A of the Exchange Act) requires that we include in this Proxy Statement a non-binding stockholder vote on our
executive compensation as described in this Proxy Statement (commonly referred to as “Say-on-Pay”).

Our Compensation Program

As described more fully in our CD&A and the related tables and narrative, we design our executive compensation program to reward, retain and, in the
case of new hires, attract executives to support our business strategy, achieve our short and long-term goals, and provide continued success for our customers,
stockholders, employees and communities. At the core of our executive compensation program is our pay-for-performance philosophy that links competitive levels
of compensation to achievements of our overall strategy and business goals, as well as predetermined objectives. We believe our compensation program is
strongly aligned with the interests of our stockholders and sound corporate governance principles. For example, the Compensation Committee’s independent
compensation consultant, FPL, noted that the Company’s financial performance ranked 5th  out of 125 publicly-held real estate companies tracked by FPL in terms
of annualized three year total shareholder return for the three year period ended December 31, 2010.
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We urge you to read the CD&A section of this Proxy Statement and the tables and narrative for the details on the Company’s executive compensation, including
the 2010 compensation of our named executive officers as well as the compensation program that was implemented in January 2011.

Proposed Vote

The following resolution will be submitted for a stockholder vote at the Annual Meeting:

 
RESOLVED, that the Company’s stockholders approve the compensation of the Company’s named executive officers as described in
this Proxy Statement, including the “Compensation Discussion and Analysis” section, the compensation tables and the other narrative
compensation disclosures.

Because the vote is advisory, it will not be binding upon the Board of Directors, the Compensation Committee or the Company, and neither the Board of Directors
nor the Compensation Committee will be required to take any action as a result of the outcome on this proposal; however, the Compensation Committee will
carefully consider the outcome of the vote when considering future executive compensation arrangements.

Voting Required for Approval

Approval, on an advisory basis, of the compensation of our named executive officers will be decided by a majority of the votes cast by all stockholders
entitled to vote.  Abstentions and broker non-votes, if any, will have no effect on the outcome of the vote on this proposal.

Recommendation of the Board

The Board of Directors unanimously recommends a vote FOR the approval of the compensation of the Company’s named executive officers as described in this
Proxy Statement.

PROPOSAL 4 – ADVISORY VOTE ON THE FREQUENCY OF ADVISORY VOTES ON
EXECUTIVE COMPENSATION

Background on Advisory Vote

The Say-on-Pay legislation described above also requires that we include in this Proxy Statement a separate, non-binding stockholder vote to advise on whether
the Say-on-Pay vote should occur every one, two or three years.  You have the option to vote for any of the three options, or to abstain on the matter.

Background on Board Recommendation

The Board of Directors has determined that an advisory vote on executive compensation at least every three years, or a triennial vote, is the best approach for the
Company based on a number of considerations, including the following:

·  Our compensation programs are designed to induce performance over a multi-year period.  For example, as is discussed in the CD&A section, the
employment agreements with our named executive officers have three-year terms.  Also, our named executive officers receive restricted stock awards
that are subject to three year cliff vesting, as well as PRSU awards that are based on financial metrics achieved over a three-year performance period.  A
vote held at least every three years would be more consistent with, and provide better input on, our long term compensation, which constitutes a
significant portion of the compensation of our named executive officers.

·  A three-year vote cycle gives the Board of Directors and Compensation Committee sufficient time to thoughtfully consider the results of the advisory
vote, discuss the implications of the vote with our stockholders and implement any desired changes to our executive compensation polices and
procedures.  A vote every three years will provide investors with sufficient time to evaluate the effectiveness of our short- and long-term compensation
strategies and the related business outcomes of the Company and will also allow for any changes to our executive compensation program to be in place
for long enough for stockholders to see and evaluate the effectiveness of the changes.  In contrast, focusing on executive compensation over an annual
or biennial period would focus on short-term results rather than long-term value creation, which is inconsistent with our compensation philosophy and the
manner in which we currently structure our executive compensation programs.
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·   The composition and level of compensation paid to executives in the market evolves over multiple years. A three-year vote cycle will allow us to review

evolving practices in the market to ensure our executive compensation programs reflect best practices.

Because the vote is advisory, it will not be binding upon the Board of Directors or the Compensation Committee. However, the Board of Directors will take into
account the results of the vote when determining the frequency of future Say-on-Pay votes.  The Company’s stockholders also have the opportunity to provide
additional feedback on important matters involving executive compensation even in years when Say-on-Pay votes do not occur.  For example, the rules of the
NYSE require the Company to seek stockholder approval for new employee equity compensation plans and material revisions thereto. As discussed under
“Directors and Officers of our Company,” stockholders have the opportunity to communicate directly with the Board of Directors at any time, including on issues of
executive compensation.

Voting Required for Approval

Stockholders may vote to recommend to the Board of Directors that future advisory votes on executive compensation be conducted at least every one year, at least
every two years, or at least every three years.   Whichever of those alternatives which receives a majority of the votes cast will be considered the alternative
recommended by stockholders.  Abstentions and broker non-votes, if any, will have no effect on the outcome of the vote on this proposal.  With respect to this item,
if none of the three alternatives receives a majority vote, we will consider the alternative that receives the highest number of votes by stockholders to be the
alternative that is preferred by our stockholders.  This vote is not binding on the Board of Directors or the Company, and the Board of Directors may determine that
it is in the best interests of the Company to hold an advisory vote on executive compensation more or less frequently than the alternative recommended by our
stockholders.

Recommendation of the Board

The Board of Directors unanimously recommends a vote to conduct an advisory vote on executive compensation at least EVERY THREE YEARS .

STOCKHOLDER PROPOSALS
 

December 30, 2011 is the date by which proposals of stockholders intended to be presented at the 2012 Annual Meeting of Stockholders must be received by us
for inclusion in our proxy statement and form of proxy relating to that meeting. Upon receipt of any such proposal, the Company will determine whether or not to
include such proposal in the proxy statement and proxy in accordance with regulations governing the solicitation of proxies. If a stockholder wishes to present a
proposal at our 2012 annual meeting or to nominate one or more directors and the proposal is not intended to be included in our proxy statement related to that
meeting, the stockholder must give advance written notice to us prior to the deadline for such meeting determined in accordance with our Amended and Restated
Bylaws, which were attached as Exhibit 3.1 to our Form 8-K filed with the SEC on April 20, 2011 and which will become effective upon the conclusion of the 2011
Annual Meeting of Stockholders (our “Amended and Restated Bylaws”).  In general, our Amended and Restated Bylaws provide such notice should be addressed
to our Secretary and be received at our principal executive office no fewer than 90 days nor more than 120 days prior to the first anniversary of the preceding
year’s Annual Meeting, except in certain circumstances.

For purposes of our 2012 Annual Meeting of Stockholders, such notice must be received not later than March 4, 2012 nor earlier than February 2, 2012.  These
time limits also apply in determining whether notice is timely for purposes of rules adopted by the SEC relating to the exercise of discretionary voting authority.  Our
Amended and Restated Bylaws set out specific requirements that such stockholders and written notices must satisfy.  Any stockholder filing a written notice of
nomination for director must describe various matters regarding the nominee and the stockholder and the underlying beneficial owner, if any, including, among
other things, such information as name, address, occupation, shares, rights to acquire shares and other derivative securities or short interest held, and any relevant
understandings or arrangements between the stockholder and beneficial owner, if any. Any stockholder filing a notice to bring other business before a stockholder
meeting must include in such the same type of information as well as, among other things, the text of the proposal or business and the reasons therefor, and other
specified matters.
 
 

EXPENSES OF SOLICITATION
 
 
The total cost of this solicitation will be borne by us. In addition to use of the mails, proxies may be solicited by our directors, officers and regular employees of our
Company personally and by telephone or facsimile. We may reimburse persons holding shares in their own names or in the names of the nominees for expenses
such persons incur in obtaining instructions from beneficial owners of such shares.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE
 
Section 16(a) of the Exchange Act requires our executive officers, directors and persons who beneficially own more than 10% of our Company’s common stock to
file initial reports of ownership and reports of changes in ownership with the SEC. SEC regulations require these individuals to give us copies of all Section 16(a)
forms they file.
 
 
Based solely on our review of forms that were furnished to us and written representations from reporting persons, we believe that the executive officers, directors
and more than 10% stockholders complied with all filing requirements under Section 16(a), except that one sale by R. Lee Crabill was reported one day late. In
making these statements, we have relied on the representations of the persons involved and on copies of their reports filed with the SEC.
 
 

HOUSEHOLDING
 
 
The SEC has adopted rules that permit companies and intermediaries such as brokers to satisfy delivery requirements for proxy statements with respect to two or
more shareholders sharing the same address by delivering a single proxy statement to the shareholders at that address. This procedure, referred to as
householding, reduces the volume of duplicate information shareholders receive and reduces mailing and printing costs. Some brokers household proxy materials,
delivering a single proxy statement to multiple shareholders sharing an address, unless contrary instructions have been received from the affected shareholders.
 
 
Once you have received notice from your broker or us that they or we will be householding materials to your address, householding will continue until you are
notified otherwise or until you revoke your consent. If, at any time, you no longer wish to participate in householding and would prefer to receive a separate proxy
statement, or if you are receiving multiple copies of the proxy statement and wish to receive only one copy, please notify your broker if your shares are held in a
brokerage account, or notify us if you hold registered shares. You can notify us by sending a written request to Omega Healthcare Investors, Inc., 200 International
Circle, Suite 3500, Hunt Valley, MD 21030, or by calling our Investor Relations Department at 866-99-OMEGA.
 

OTHER MATTERS

The Board of Directors knows of no other business that may be validly presented at the Annual Meeting, but if other matters do properly come before the Annual
Meeting, it is intended that the persons named in the proxy will vote on said matters in accordance with their best judgment.

/s/    C. TAYLOR PICKETT                                                                
Chief Executive Officer

April 29, 2011
Hunt Valley, Maryland  
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