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Item 2.02. Results of Operations and Financial Condition.

Preliminary Financial Results

Omega Healthcare Investors, Inc., a Maryland corporation (“Omega” or the “Company”), hereby provides the following table setting forth management’s

estimated ranges for certain Omega financial measures for the three months and year ended December 31, 2014.

Total operating revenues

Net income available to common stockholders

Funds from operations available to common stockholders

Adjusted funds from operations

Funds available for distribution to common stockholders

Net income per share available to common stockholders

Funds from operations per share available to common stockholders
Adjusted funds from operations per share available to common stockholders
Funds available for distribution to common stockholders per share

Weighted-average common shares outstanding, diluted

Omega Healthcare Investors, Inc.

Three Months Ended
December 31,2014

Year Ended
December 31, 2014

(in thousands, except per share data)

$ 131,071 to $ 131,571
$ 56,740 to $ 57,240
$87,141 to $ 87,641
$92,678t0 $ 93,178
$ 84,826 to $ 85,326

$0.4410$0.45
$0.68

$0.7210 $ 0.73
$0.66
128,492

$ 504,537 to $ 505,037
$ 221,099 to $ 221,599
$ 345,153 to $ 345,653
$ 362,872 to $ 363,372
$ 331,698 to $ 332,198

$1.74

$271t0$2.72
$2.85
$2.61
127,294




As of December 31, 2014, approximately $85 million of borrowings were outstanding under Omega’s senior unsecured revolving credit facility.

Omega’s management has prepared the estimates for the three months and year ended December 31, 2014 presented above in good faith based
upon the most recent information available to Omega’s management from Omega’s internal reporting procedures as of the date of this document. The
preliminary estimated ranges set forth herein are preliminary, unaudited, subject to further completion and reflect Omega’s current good faith estimates, do not
take into account or give pro forma effect to the Merger, as defined below, with Aviv REIT Inc. (“Aviv”), are subject to additional financial closing procedures and
may be revised as a result of Omega management’s further review of Omega’s results and any adjustments that may result from the completion of the audit of
the fiscal 2014 consolidated financial statements. The Company and its auditors have not completed their normal quarterly review or annual audit procedures
as of and for the three months and year ended December 31, 2014, and there can be no assurance that our final results for this quarterly and annual period will
not differ from these estimates. Any such changes could be material. During the course of the preparation of Omega’s consolidated financial statements and
related notes as of and for the three months and year ended December 31, 2014 and their audit, Omega may identify items that would require Omega to make
material adjustments to the preliminary financial information presented above.

Omega’s consolidated financial statements and related notes as of and for the quarter and year ended December 31, 2014 are not expected to be filed
with the SEC until after this offering is completed. Omega’s actual results may differ materially from the fourth quarter and year end estimates above.
Accordingly, you should not place undue reliance on these preliminary estimates. These estimates should not be viewed as a substitute for full audited or
interim financial statements prepared in accordance with generally accepted accounting principles (“GAAP”). In addition, these preliminary estimates as of and
for the three months and year ended December 31, 2014 are not necessarily indicative of the results to be achieved for any future period. Factors that could
cause these preliminary estimates to differ include, but are not limited to discovery of new information that alters expectations about fourth quarter and year end
results or impacts valuation methodologies underlying these results.

Funds from operations (“FFO”), Adjusted FFO and funds available for distribution (“FAD”), as more fully defined below, as presented by Omega are
non-GAAP measures. The following table presents a reconciliation of Omega’s preliminary estimates regarding FFO, Adjusted FFO and FAD to net income
available to common stockholders:

Omega Healthcare Investors, Inc.

Three Months Ended Year Ended
December 31, 2014 December 31, 2014
(in thousands)
Net income available to common stockholders $ 56,740 to $ 57,240 $ 221,099 to $ 221,599
Loss from real estate dispositions — $ (2,863)
Sub-total $ 56,740 to $ 57,240 $ 218,236 to $ 218,736
Elimination of non-cash items included in net income:
Depreciation and amortization $ 30,401 $ 123,257
Add back non-cash provision for impairments on real estate properties — $ 3,660
Funds from operations available to common stockholders $ 87,141 to $ 87,641 $ 345,153 to $ 345,653
Adjustments to FFO:
Deduct one-time cash revenue — $ (585)
Deduct/add back non-cash provision for uncollectible accounts receivable, mortgages
and notes $(7) $ 2,723
Deduct/add back one-time interest refinancing expense $ (27) $ 3,041
Add back acquisition deal related costs $ 3,549 $ 3,948
Add back stock-based compensation expense $ 2,022 $ 8,592
Adjusted funds from operations $92,678t0 $ 93,178 $ 362,872 to $ 363,372
Adjustments to Adjusted FFO:
Non-cash interest expense $1,413 $ 4,675
Non-cash revenue $ (9,265) $ (35,849)
Funds available for distribution available to common stockholders $ 84,826 to $ 85,326 $ 331,698 to $ 332,198




Omega 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 and impairments on real estate assets. Omega believes that FFO, Adjusted FFO and FAD
are important supplemental measures of its operating performance. Because the historical cost accounting convention used for real estate assets requires
depreciation (except on land), such accounting presentation implies that the value of real estate assets diminishes predictably over time, while real estate values
instead have historically risen or fallen with market conditions. The term FFO was designed by the real estate industry to address this issue. FFO described
herein is not necessarily comparable to FFO of other Real Estate Investment Trusts (“REITs”), that do not use the same definition or implementation guidelines
or interpret the standards differently from Omega.

Omega uses FFO, Adjusted FFO and FAD among other criteria to measure the operating performance of its business. Omega further believes that by
excluding the effect of depreciation, amortization, impairments on real estate assets and gains or losses from sales of real estate, all of which are based on
historical costs and which may be of limited relevance in evaluating current performance, FFO can facilitate comparisons of operating performance between
periods and between other REITs. Omega offers these measures to assist the users of its financial statements in analyzing its operating performance and not
as measures of liquidity or cash flow. FFO, Adjusted FFO and FAD are not measures of financial performance under GAAP and should not be considered as
measures of liquidity, alternatives to net income or indicators of any other performance measure determined in accordance with GAAP. Investors and potential
investors in the Company’s securities should not rely on this measure as a substitute for any GAAP measure, including net income.

Adjusted FFO is calculated as FFO available to common stockholders excluding the impact of non-cash stock-based compensation and certain
revenue and expense items identified above. FAD is calculated as Adjusted FFO less non-cash interest expense and non-cash revenue, such as straight-line
rent. Omega believes these measures provide an enhanced measure of the operating performance of the Company’s core portfolio as a REIT. Omega’s
computation of Adjusted FFO and FAD are not comparable to the NAREIT definition of FFO or to similar measures reported by other REITs but Omega believes
that they are appropriate measures for Omega.

Item 8.01. Other Events.
E)ertain Historical Information Related to Aviv

As reported on its Current Report on Form 8-K filed on October 31, 2014, Omega and its subsidiaries, OHI Healthcare Properties Holdco, Inc., a
Delaware corporation (“Merger Sub”), and OHI Healthcare Properties Limited Partnership, a Delaware limited partnership (“Omega Partnership”), entered into
an Agreement and Plan of Merger (the “Merger Agreement”), dated October 30, 2014, by and among the Company, the Merger Sub and the Omega
Partnership, Aviv REIT, Inc., a Maryland corporation (“Aviv”), and Aviv Healthcare Properties Limited Partnership., a Delaware limited partnership (the “Aviv
Partnership”), pursuant to which Aviv will be merged with and into Merger Sub (the “Merger”) with the Merger Sub surviving as a wholly-owned subsidiary of the
Company.

This Current Report on Form 8-K provides information relating to Aviv and the Aviv Partnership set forth in Exhibits 23.1, 23.2, 99.1, 99.2, 99.3 and
99.4 hereto for the purpose of incorporating such information by reference into Omega’s effective registration statements under the Securities Act of 1933, as
amended. The information in such Exhibits has been previously filed by Aviv and is incorporated by reference herein.
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Additional Information and Where to Find It

In connection with the proposed acquisition of Aviv, on January 5, 2015, Omega filed a registration statement on Form S-4 with the SEC, which
includes the preliminary joint proxy statement of Omega and Aviv and which also constitutes a preliminary prospectus of Omega. The information in the
preliminary joint proxy statement/prospectus is not complete and may be changed. The definitive joint proxy statement/prospectus will be mailed to stockholders
of Omega and Aviv after the registration statement is declared effective by the SEC. INVESTORS AND SECURITY HOLDERS ARE URGED TO READ THE
JOINT PROXY STATEMENT/PROSPECTUS (INCLUDING ALL AMENDMENTS AND SUPPLEMENTS THERETO) AND ANY OTHER RELEVANT
DOCUMENTS TO BE FILED WITH THE SEC CAREFULLY AND IN THEIR ENTIRETY WHEN THEY BECOME AVAILABLE, BECAUSE THEY WILL
CONTAIN IMPORTANT INFORMATION. Investors and security holders may obtain a free copy of the registration statement and joint proxy
statement/prospectus, as well as other documents filed by Omega and Aviv, at the SEC’s website (www.sec.gov). Those documents, as well as Omega’s other
public filings with the SEC, may be obtained without charge at Omega’s website at www.omegahealthcare.com. In addition, copies of the definitive proxy
statement/prospectus, as well as Aviv’s other public filings with the SEC, may be obtained without charge at Aviv’s website at www.avivreit.com.

Omega, Aviv, their respective directors and executive officers and other members of management and employees may be deemed to be
participants in the solicitation of proxies in respect of the proposed transaction. Information regarding Omega’s directors and executive officers is available in its
proxy statement for its 2014 annual meeting of stockholders, filed with the SEC by Omega on April 29, 2014, and information regarding Aviv’s directors and
executive officers is available in its proxy statement for its 2014 annual meeting of stockholders, filed with the SEC by Aviv on April 15, 2014. Other information
regarding the participants in the proxy solicitation and a description of their direct and indirect interests, by security holdings or otherwise, are contained in the
registration statement and the joint proxy statement/prospectus (or will be contained in any amendments or supplements thereto and in other relevant materials
to be filed with the SEC, when they become available). These documents can be obtained free of charge from the sources indicated above.

Cautionary Language Regarding Forward-Looking Statements

This document includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E
of the Securities Exchange Act of 1934, as amended. In addition to all statements regarding preliminary estimates of Omega’s results for the period ended
December 31, 2014, all statements regarding Omega’s, Aviv’s or their respective operators’ or borrowers’ expected future financial position, results of
operations, cash flows, funds from operations, dividends and dividend plans, financing plans, business strategy, budgets, projected costs, operating metrics,
capital expenditures, competitive positions, acquisitions, investment opportunities, merger integration, growth opportunities, dispositions, expected lease
income, continued qualification as a real estate investment trust (“REIT”), plans and objectives of management for future operations and statements that include
words such as “anticipate,” “if,” “believe,” “plan,” “estimate,” “expect,” “intend,” “may,” “could,” “should,”, “will” and other similar expressions or the negative form
of the same are forward-looking statements. Such forward-looking statements are inherently uncertain, and security holders must recognize that actual results
may differ from the companies’ expectations. Neither Omega nor Aviv undertakes a duty to update such forward-looking statements, which speak only as of the
date on which they are made.




Omega’s and Aviv’s actual future results and trends may differ materially depending on a variety of factors discussed in their filings with the SEC.
These factors include without limitation: (a) the possibility that the proposed transactions will not close, including by the failure to obtain applicable shareholder
approvals or the failure to satisfy other closing conditions under the Merger Agreement or by the termination of the Merger Agreement; (b) the possibility that the
combined company will not realize estimated synergies or growth, or that such benefits may take longer to realize than expected; (c) the ability and willingness
of each company’s operators, borrowers and other third parties to meet and/or perform their obligations under their respective contractual arrangements with
the company, including, in some cases, their obligations to indemnify, defend and hold harmless the company from and against various claims, litigation and
liabilities; (d) the ability of each company’s operators and borrowers to maintain the financial strength and liquidity necessary to satisfy their respective
obligations and liabilities to third parties, including without limitation obligations under their existing credit facilities and other indebtedness; (e) each company’s
success in implementing its business strategy and its ability to identify, underwrite, finance, consummate and integrate diversifying acquisitions or investments,
including those in different asset types; (f) the nature and extent of future competition; (g) the extent of future or pending healthcare reform and regulation,
including cost containment measures and changes in reimbursement policies, procedures and rates; (h) increases in each company’s cost of borrowing as a
result of changes in interest rates and other factors; (i) the ability of each company’s operators to deliver high quality services, to attract and retain qualified
personnel and to attract residents and patients; (j) changes in general economic conditions and/or economic conditions in the markets in which each company
may, from time to time, compete and the effect of those changes on the company’s revenues and its ability to access the capital markets or other sources of
funds; (k) each company’s ability to pay down, refinance, restructure and/or extend its indebtedness as it becomes due; (l) each company’s ability and
willingness to maintain its qualification as a REIT due to economic, market, legal, tax or other considerations; (m) the ability and willingness of each company’s
operators to renew their leases with the company upon expiration of the leases and each company’s ability to reposition its properties on the same or better
terms in the event such leases expire and are not renewed by the operators or in the event the company exercises its right to replace an existing operator upon
default; (n) year-over-year changes in the Consumer Price Index and the effect of those changes on the rent escalators and each company’s earnings; (o) each
company’s ability and the ability of its operators and borrowers to obtain and maintain adequate liability and other insurance from reputable and financially
stable providers; (p) the impact of increased operating costs and uninsured professional liability claims on the liquidity, financial condition and results of
operations on each company’s operators and borrowers, and the ability of those operators and borrowers to accurately estimate the magnitude of those claims;
(g) the impact of market or issuer events on the liquidity or value of each company’s investments in marketable securities; (r) uncertainties relating to the
business operations of the operators of each company’s properties, including those relating to reimbursement by third-party payors, regulatory matters and
occupancy levels; (s) regulatory and other changes in the healthcare sector; (t) changes in the financial position of each company’s operators; (u) the ability of
operators in bankruptcy to reject unexpired lease obligations, modify the terms of each company’s mortgages, and impede the ability of the company to collect
unpaid rent or interest during the pendency of a bankruptcy proceeding and retain security deposits for the debtor’s obligations; (v) potential changes in
Omega’s credit ratings and the ratings of its debt securities; (w) to the extent additional financing is desirable in connection with the transactions related to the
Merger, the possibility that such financing may not be available on terms favorable to the combined company, (x) competition in the financing of healthcare
facilities; and (y) the impact of any financial, accounting, legal or regulatory issues or litigation that may affect either company or its major operators or
borrowers. Many of these factors are beyond the control of the companies and their management.

6




Item 9.01 Financial Statements and Exhibits

(d) Exhibits. The following exhibits are being filed herewith:

Exhibit
Number Description
23.1 Consent of Ernst & Young LLP related to Aviv REIT, Inc. and Aviv Healthcare Properties Limited Partnership
23.2 Consent of Ernst & Young LLP related to certain properties of Diamond Senior Living, LLC
99.1 Excerpt from Form 10-K of Aviv REIT, Inc. and Aviv Healthcare Properties Limited Partnership setting forth their audited
financial statements as of December 31, 2013 and 2012 and for each of the years in the three-year period ended
December 31, 2013
99.2 Excerpts from Form 10-Q of Aviv REIT, Inc. and Aviv Healthcare Properties Limited Partnership setting forth their
unaudited financial statements as of September 30, 2014 and for the nine months ended September 30, 2014 and 2013
99.3 Audited historical statement of revenue of certain properties of Diamond Senior Living, LLC for the year ended December
31, 2013 and unaudited historical statement of revenue of certain properties of Diamond Senior Living, LLC for the nine
months ended September 30, 2014
99.4 Unaudited pro forma condensed consolidated financial information of Aviv REIT, Inc. and Aviv Healthcare Properties

Limited Partnership (reflecting certain properties of Diamond Senior Living, LLC) as of September 30, 2014 and for the
year ended December 31, 2013 and the nine months ended September 30, 2014




SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

OMEGA HEALTHCARE INVESTORS, INC.
(Registrant)

Dated: February 3, 2015 By: /s/ Robert O. Stephenson

Robert O. Stephenson
Chief Financial Officer




Exhibit 23.1
Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Omega Healthcare Investors, Inc. Registration Statement (Form S-8, No. 333-189144; Form S-8, No. 333-
117656; Form S-3, No. 333-187037; and Form S-3, No. 333-179795) of our reports dated February 20, 2014, with respect to the consolidated financial
statements and schedules of Aviv REIT, Inc. and Aviv Healthcare Properties Limited Partnership for the year ended December 31, 2013, included in this
Current Report (Form 8-K) of Omega Healthcare Investors, Inc. dated February 3, 2015, filed with the Securities and Exchange Commission.

/s/ Ernst & Young LLP

Chicago, lllinois
February 3, 2015




Exhibit 23.2
Consent of Independent Auditors
We consent to the incorporation by reference in the Omega Healthcare Investors, Inc. Registration Statement (Form S-8, No. 333-189144; Form S-8, No. 333-
117656; Form S-3, No. 333-187037; and Form S-3, No. 333-179795) of our report dated December 23, 2014, with respect to the Historical Statement of
Revenue of Certain Properties of Diamond Senior Living, LLC for the year ended December 31, 2013, included in this Current Report (Form 8-K) of Omega
Healthcare Investors, Inc. dated February 3, 2015, filed with the Securities and Exchange Commission.

/s/ Ernst & Young LLP

Chicago, lllinois
February 3, 2015




Exhibit 99.1

AVIV REIT, INC.
AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP

[EXCERPTS FROM FORM 10-K FOR YEAR ENDED DECEMBER 31, 2013]

INDEX TO THE FINANCIAL STATEMENTS

Report of Independent Registered Public Accounting Firm with respect to Aviv REIT, Inc. F-2
Report of Independent Registered Public Accounting Firm with respect to Aviv Healthcare Properties Limited Partnership F-3
Consolidated Balance Sheets as of December 31, 2013 and 2012 of Aviv REIT, Inc. F-4
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2013, 2012 and 2011 of Aviv REIT, Inc. F-5
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2013, 2012 and 2011 of Aviv REIT, Inc. F-6
Consolidated Statements of Cash Flows for the Years Ended December 31, 2013, 2012 and 2011 of Aviv REIT, Inc. F-7
Consolidated Balance Sheets as of December 31, 2013 and 2012 of Aviv Healthcare Properties Limited Partnership F-9
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2013, 2012 and 2011 of Aviv Healthcare Properties Limited Partnership F-10
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2013, 2012 and 2011 of Aviv Healthcare Properties Limited Partnership F-11
Consolidated Statements of Cash Flows for the Years Ended December 31, 2013, 2012 and 2011 of Aviv Healthcare Properties Limited Partnership F-12
Notes to Consolidated Financial Statements F-14

FINANCIAL STATEMENT SCHEDULES

Schedule Il—Valuation and Qualifying Accounts F-45
Schedule lll—Real Estate and Investments F-46

All other schedules for which provision is made in the applicable accounting regulation of the Securities and Exchange Commission are not required under the related instructions or are
inapplicable or have been omitted because sufficient information has been included in the notes to the Consolidated Financial Statements.
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AVIV REIT, INC.
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and the Stockholders
Aviv REIT, Inc.

We have audited the accompanying consolidated balance sheets of Aviv REIT, Inc. (the Company) as of December 31, 2013 and 2012, and the related consolidated statements of operations
and comprehensive income, changes in equity, and cash flows for each of the three years in the period ended December 31, 2013. Our audits also included the financial statement
schedules listed in the accompanying index to the financial statements. These financial statements and schedules are the responsibility of the Company’s management. Our responsibility is
to express an opinion on these financial statements and schedules based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged to perform an audit of the Company’s internal control over
financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Aviv REIT, Inc. at December 31, 2013 and 2012, and the
consolidated results of its operations and its cash flows for each of the three years in the period ended December 31, 2013 in conformity with U.S. generally accepted accounting principles.
Also, in our opinion, the related financial statement schedules, when considered in relation to the basic financial statements taken as a whole, present fairly in all material respects the
information set forth therein.

/s/ Ernst & Young LLP
Chicago, lllinois

February 20, 2014
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AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and the Partners
Aviv Healthcare Properties Limited Partnership

We have audited the accompanying consolidated balance sheets of Aviv Healthcare Properties Limited Partnership (the Company) as of December 31, 2013 and 2012, and the related
consolidated statements of operations and comprehensive income, changes in equity, and cash flows for each of the three years in the period ended December 31, 2013. Our audits also
included the financial statement schedules listed in the accompanying index to the financial statements. These financial statements and schedules are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements and schedules based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged to perform an audit of the Company’s internal control over
financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Aviv Healthcare Properties Limited Partnership at
December 31, 2013 and 2012, and the consolidated results of its operations and its cash flows for each of the three years in the period ended December 31, 2013 in conformity with U.S.
generally accepted accounting principles. Also, in our opinion, the related financial statement schedules, when considered in relation to the basic financial statements taken as a whole,
present fairly in all material respects the information set forth therein.

/s/ Ernst & Young LLP
Chicago, lllinois

February 20, 2014

F-3




Assets
Income producing property
Land
Buildings and improvements
Assets under direct financing leases

Less accumulated depreciation
Construction in progress and land held for development
Net real estate
Cash and cash equivalents
Straight-line rent receivable, net
Tenant receivables, net
Deferred finance costs, net
Secured loan receivables, net
Other assets
Total assets
Liabilities and equity
Secured loan
Unsecured notes payable
Line of credit
Accrued interest payable
Dividends and distributions payable
Accounts payable and accrued expenses
Tenant security and escrow deposits
Other liabilities
Total liabilities
Equity:

Stockholders’ equity

AVIV REIT, INC.
Consolidated Balance Sheets
(in thousands except share data)

Common stock (par value $0.01; 37,593,910 and 21,653,813 shares issued and outstanding, respectively)

Additional paid-in-capital

Accumulated deficit

Accumulated other comprehensive loss
Total stockholders’ equity
Noncontrolling interests—operating partnership
Total equity
Total liabilities and equity

See accompanying notes.

F-4

December 31, December 31,
2013 2012

$ 138,150 119,132
1,138,173 968,075

11,175 11,049

1,287,498 1,098,256
(147,302) (119,371)

23,292 4,576

1,163,488 983,461

50,764 17,876

40,580 36,102

1,647 3,484

16,643 14,651

41,686 32,639

15,625 11,316

$ 1,330,433 1,099,529
$ 13,654 213,679
652,752 403,180

20,000 88,294

15,284 13,265

17,694 13,687

10,555 10,943

21,586 18,278

10,463 17,700

761,988 779,026

376 217

523,658 375,030
(89,742) (46,527)
— (2,152)

434,292 326,568
134,153 (6,065)

568,445 320,503

$ 1,330,433 1,099,529




AVIV REIT, INC.
Consolidated Statements of Operations and Comprehensive Income
(in thousands except share and per share data)

Year Ended December 31

2013 2012 2011
Revenues
Rental income $ 136,513 $ 121,210 91,091
Interest on secured loans and financing lease 4,400 4,633 5,193
Interest and other income 154 1,129 844
Total revenues 141,067 126,972 97,128
Expenses
Interest expense incurred 40,785 47,440 36,010
Amortization of deferred financing costs 3,459 3,543 2,657
Depreciation and amortization 33,226 26,892 20,272
General and administrative 26,886 15,955 11,422
Transaction costs 3,114 7,259 5,493
Loss on impairment 500 11,117 5,233
Reserve for uncollectible secured loans and other receivables 68 10,331 1,591
Gain on sale of assets, net (1,016) — (1,171)
Loss on extinguishment of debt 10,974 28 3,807
Other expenses — 400 267
Total expenses 117,996 122,965 85,581
Income from continuing operations 23,071 4,007 11,547
Discontinued operations — 4,586 (234)
Net income 23,071 8,593 11,313
Net income allocable to noncontrolling interests—operating partnership (6,010) (3,455) (5,107)
Net income allocable to stockholders $ 17,061 $ 5,138 6,206
Net income $ 23,071 $ 8,593 11,313
Unrealized loss on derivative instruments — (476) (7,392)
Total comprehensive income $ 23,071 $ 8,117 3,921
Net income allocable to stockholders $ 17,061 $ 5,138 6,206
Unrealized loss on derivative instruments, net of noncontrolling interest—operating partnership portion of $0, $192, and
$3,336, respectively — (284) (4,056)
Total comprehensive income allocable to stockholders $ 17,061 $ 4,854 2,150
Earnings per common share:
Basic:

Income from continuing operations allocable to stockholders $ 051 % 0.12 0.44

Discontinued operations, net of noncontrolling interests—operating partnership — 0.14 (0.01)

Net income allocable to stockholders $ 0.51 $ 0.26 0.43

Diluted:

Income from continuing operations allocable to stockholders $ 049 $ 0.12 0.43

Discontinued operations, net of noncontrolling interests—operating partnership — 0.14 (0.01)

Net income allocable to stockholders $ 049 $ 0.26 0.42
Weighted average common shares oustanding:
Basic 33,700,834 20,006,538 14,487,565
Diluted 44,324,214 20,135,689 14,633,354
Dividends declared per common share $ 140 § 1.25 1.18

See accompanying notes.
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Balance at January 1,
2011
Non-cash stock (unit)-
based compensation
Distributions to partners
Capital contributions
Unrealized loss on
derivative
instruments
Dividends to
stockholders
Net income
Balance at December 31,
2011
Non-cash stock (unit)-
based compensation
Distributions to partners
Capital contributions
Unrealized loss on
derivative
instruments
Dividends to
stockholders
Net income
Balance at December 31,
2012
Non-cash stock (unit)-
based compensation
Shares issued for
settlement of
management vested
stock
Distributions to partners
Capital contributions
Initial public offering
proceeds
Cost of raising capital
Retirement of derivative
instruments
Dividends to
stockholders
Reclassification of
equity at IPO date
Conversion of OP
Units/Adjustment of
noncontrolling
interests—operating
partnership
ownership of
operating partnership
Net income
Balance at December 31,
2013

AVIV REIT, INC.
Consolidated Statements of Changes in Equity
(in thousands except share data)

Stockholders’ Equity

Common Stock

Noncontrolling

Additional Accumulated Other Total Interests—
Paid-In- d Col income Stockholders’ Operating Total
Shares Amount Capital Deficit Equity Partnership Equity

13,706,465 $ 137 223,704 (2,262) $ 2,188 223,767 21,389 $ 245,156
— — 1,122 — — 1,122 850 1,972
— — — — — — (18,884) (18,884)
2,124,903 22 39,978 — — 40,000 420 40,420
- - — — (4,056) (4,056) (3,336) (7,392)
— — — (25,327) — (25,327) — (25,327)

= = = 6,206 = 6,206 5,107 11,313
15,831,368 159 264,804 (21,383) (1,868) 241,712 5,546 247,258
= = 1,284 = = 1,284 406 1,690
_ — — — — — (15,638) (15,638)
5,822,445 58 108,942 — — 109,000 358 109,358
— — — — (284) (284) (192) (476)
— — — (30,282) — (30,282) — (30,282)

— — — 5,138 — 5,138 3,455 8,593
21,653,813 217 375,030 (46,527) (2,152) 326,568 (6,065) 320,503
23,250 — 10,864 — — 10,864 888 11,752
414,710 4 8,290 — — 8,294 — 8,294
_ — — — — — (16,658) (16,658)

— = = — — — 214 214
15,180,000 152 303,448 — — 303,600 — 303,600
— — (25,829) — — (25,829) — (25,829)

— — — — 2,152 2,152 1,622 3,774
= = = (60,276) = (60,276) = (60,276)

— — (153,751) — — (153,751) 153,751 —

322,137 3 5,606 — — 5,609 (5,609) =
— — — 17,061 — 17,061 6,010 23,071
37,593,910 $ 376 523,658 (89,742) $ — 434,292 134,153 $ 568,445

See accompanying notes.
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AVIV REIT, INC.
Consolidated Statements of Cash Flows
(in thousands)

Year Ended December 31,

2013 2012 2011
Operating activities
Net income $ 23,071 $ 8593 $ 11,313
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 33,226 26,935 20,847
Amortization of deferred financing costs 3,459 3,543 2,665
Accretion of debt premium (507) (414) (198)
Straight-line rental (income) loss, net (4,478) (7,656) 467
Rental income from intangible amortization, net (1,369) (1,486) (1,366)
Non-cash stock-based compensation 11,752 1,689 1,972
Gain on sale of assets, net (1,016) (4,425) (1,171)
Non-cash loss on extinguishment of debt 5,161 42 3,807
Loss on impairment 500 11,117 6,092

Reserve for uncollectible secured loan and other receivables 68

10,331 1,426

Accretion of earn-out provision for previously acquired real estate investments — 400 267
Changes in assets and liabilities:
Tenant receivables (3,511) (4,572) (6,104)
Other assets (5,229) (5,873) 2,596
Accounts payable and accrued expenses 3,949 5,021 6,146
Tenant security deposits and other liabilities 2,277 1,230 3,329
Net cash provided by operating activities 67,353 44,475 52,088
Investing activities
Purchase of real estate (197,388) (172,773) (181,214)
Proceeds from sales of real estate 15,549 31,933 1,510
Capital improvements (12,003) (13,558) (9,364)
Development projects (18,738) (28,067) (21,406)
Secured loan receivables received from others 4,086 14,632 14,338
Secured loan receivables funded to others (10,407) (16,857) (10,920)
Net cash used in investing activities (218,901) (184,690) (207,056)

See accompanying notes.
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AVIV REIT, INC.
Consolidated Statements of Cash Flows (continued)
(in thousands)

Year Ended December 31,

2013 2012 2011

Financing activities
Borrowings of debt $ 470,000 $ 267,761  $ 404,928
Repayment of debt (488,241) (174,127) (244,832)
Payment of financing costs (10,448) (5,143) (9,608)
Capital contributions 575 109,000 40,420
Deferred contribution — (35,000) 35,000
Initial public offering proceeds 303,600 = =
Cost of raising capital (25,829) — —
Cash distributions to partners (16,314) (16,484) (19,485)
Cash dividends to stockholders (48,907) (28,778) (23,622)
Net cash provided by financing activities 184,436 117,229 182,801
Net increase (decrease) in cash and cash equivalents 32,888 (22,986) 27,833
Cash and cash equivalents:

Beginning of year 17,876 40,862 13,029

End of year $ 50,764 $ 17,876  $ 40,862
Supplemental cash flow information
Cash paid for interest $ 40,008 $ 46,711 § 29,025
Supplemental disclosure of noncash activity
Accrued dividends payable to stockholders $ 13,551  § 9,888 § 8,384
Accrued distributions payable to partners $ 4,143  $ 3799 $ 4,646
Write-off of straight-line rent receivable, net $ 2887 $ 1,552  § 7,093
Write-off of in-place lease intangibles, net $ — 3 19 §$ 36
Write-off of deferred financing costs, net $ 5161 $ 42 $ 3,807
Assumed debt $ —  $ 11,460 $ —

See accompanying notes.
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Assets
Income producing property
Land
Buildings and improvements
Assets under direct financing leases

Less accumulated depreciation

Construction in progress and land held for development

Net real estate
Cash and cash equivalents
Straight-line rent receivable, net
Tenant receivables, net
Deferred finance costs, net
Secured loan receivables, net
Other assets
Total assets
Liabilities and equity
Secured loan
Unsecured notes payable
Line of credit
Accrued interest payable
Dividends and distributions payable
Accounts payable and accrued expenses
Tenant security and escrow deposits
Other liabilities
Total liabilities
Equity:
Partners’ capital
Accumulated other comprehensive loss
Total equity
Total liabilities and equity

AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP
Consolidated Balance Sheets

(in thousands)

See accompanying notes.

F-9

December 31,

2013 2012

138,150 $ 119,132
1,138,173 968,075
11,175 11,049
1,287,498 1,098,256
(147,302) (119,371)
23,292 4,576
1,163,488 983,461
50,764 15,534
40,580 36,102
1,647 3,484
16,643 14,651
41,686 32,639
15,625 11,316
1,330,433 $ 1,097,187
13,654 $ 213,679
652,752 403,180
20,000 88,294
15,284 13,265
17,694 13,687
10,555 10,943
21,586 18,278
10,463 15,359
761,988 776,685
568,445 324,275
= (3,773)
568,445 320,502
1,330,433 $ 1,097,187




Consolidated Statements of Operations and Comprehensive Income

Revenues

Rental income

Interest on secured loans and financing lease
Interest and other income

Total revenues

Expenses

Interest expense incurred

Amortization of deferred financing costs
Depreciation and amortization

General and administrative

Transaction costs

Loss on impairment

Reserve for uncollectible secured loans and other receivables
Gain on sale of assets, net

Loss on extinguishment of debt

Other expenses

Total expenses

Income from continuing operations
Discontinued operations

Net income allocable to units

Net income allocable to units
Unrealized loss on derivative instruments
Total comprehensive income allocable to units
Earnings per unit:
Basic:
Income from continuing operations allocable to units
Discontinued operations
Net income allocable to units
Diluted:
Income from continuing operations allocable to units
Discontinued operations
Net income allocable to units
Weighted average units outstanding:
Basic
Diluted
Distributions declared per unit

AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP

(in thousands except unit and per unit data)

Year Ended December 31,

2013 2012 2011

$ 136,513 § 121,210 91,091
4,400 4,633 5,193

154 1,129 844

141,067 126,972 97,128

40,785 47,440 36,010

3,459 3,543 2,657

33,226 26,892 20,272

26,886 15,955 11,422

3,114 7,259 5,493

500 11,117 5,233

68 10,331 1,591
(1,016) — (1,171)

10,974 28 3,807

— 400 267

117,996 122,965 85,581

23,071 4,007 11,547
= 4,586 (234)

$ 23,071  § 8,593 11,313
$ 23,071 $ 8,593 11,313
— (476) (7,392)

$ 23,071  $ 8,117 3,921
$ 051 $ 0.12 0.44
= 0.14 (0.01)

$ 051 § 0.26 0.43
$ 049 $ 0.12 0.43
= 0.14 (0.01)

$ 049 $ 0.26 0.42
42,792,808 20,006,538 14,487,565
44,324,214 20,135,689 14,633,354

$ 140 § 1.25 1.18

See accompanying notes.
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AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP

Balance at January 1, 2011
Non-cash stock (unit)-based compensation
Distributions to partners
Capital contributions
Unrealized loss on derivative instruments
Net income

Balance at December 31, 2011
Non-cash stock (unit)-based compensation
Distributions to partners
Capital contributions
Unrealized loss on derivative instruments
Net income

Balance at December 31, 2012
Non-cash stock (unit)-based compensation
Shares issued for settlement of management vested stock
Distributions to partners
Capital contributions
Initial public offering proceeds
Cost of raising capital
Retirement of derivative instruments
Net income

Balance at December 31, 2013

Consolidated Statements of Changes in Equity
(in thousands)

Accumulated Other

Partners’ Comprehensive
Capital Income (Loss) Total

$ 241,061 $ 4,094 245,155
1,972 — 1,972
(44,211) — (44,211)

40,420 — 40,420
= (7,392) (7,392)

11,313 — 11,313
250,555 (3,298) 247,257
1,690 — 1,690
(45,920) = (45,920)
109,358 — 109,358
= (476) (476)

8,593 — 8,593
324,276 (3,774) 320,502
11,752 — 11,752

8,294 — 8,294
(76,934) — (76,934)

215 — 215

303,600 — 303,600
(25,829) = (25,829)

— 3,774 3,774

23,071 — 23,071

$ 568,445 $ — 568,445

See accompanying notes.
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AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP
Consolidated Statements of Cash Flows
(in thousands)

Year Ended December 31,

2013 2012 2011
Operating activities
Net income $ 23,071 $ 8593 $ 11,313
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 33,226 26,935 20,847
Amortization of deferred financing costs 3,459 3,543 2,665
Accretion of debt premium (507) (414) (198)
Straight-line rental (income) loss, net (4,478) (7,656) 467
Rental income from intangible amortization, net (1,369) (1,486) (1,366)
Non-cash stock-based compensation 11,752 1,689 1,972
Gain on sale of assets, net (1,016) (4,425) (1,171)
Non-cash loss on extinguishment of debt 5,161 42 3,807
Loss on impairment 500 11,117 6,092
Reserve for uncollectible loans and other receivables 68 10,331 1,426
Accretion of earn-out provision for previously acquired real estate investments — 400 267
Changes in assets and liabilities:
Tenant receivables (3,511) (4,572) (6,104)
Other assets (5,229) (5,873) 2,596
Accounts payable and accrued expenses 3,949 5,021 6,146
Tenant security deposits and other liabilities 4,619 546 1,672
Net cash provided by operating activities 69,695 43,791 50,431
Investing activities
Purchase of real estate (197,388) (172,773) (181,214)
Proceeds from sales of real estate 15,549 31,933 1,510
Capital improvements (12,003) (13,558) (9,364)
Development projects (18,738) (28,067) (21,406)
Secured loan receivables received from others 4,086 14,632 14,338
Secured loan receivables funded to others (10,407) (16,857) (10,920)
Net cash used in investing activities (218,901) (184,690) (207,056)

See accompanying notes.
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AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP
Consolidated Statements of Cash Flows (continued)

(in thousands)

Year Ended December 31,

2013 2012 2011

Financing activities
Borrowings of debt $ 470,000 $ 267,761  $ 404,928
Repayment of debt (488,241) (174,127) (244,832)
Payment of financing costs (10,448) (5,143) (9,608)
Capital contributions 515) 109,000 40,420
Deferred contribution — (35,000) 35,000
Initial public offering proceeds 303,600 = =
Cost of raising capital (25,829) — —
Cash distributions to partners (65,221) (45,262) (43,107)
Net cash provided by financing activities 184,436 117,229 182,801
Net increase (decrease) in cash and cash equivalents 35,230 (23,670) 26,176
Cash and cash equivalents:

Beginning of year 15,534 39,204 13,028

End of year $ 50,764 $ 15,534  $ 39,204
Supplemental cash flow information
Cash paid for interest $ 40,008 $ 46,711 $ 29,025
Supplemental disclosure of noncash activity
Accrued distributions payable to partners $ 17694  $ 13,687 $ 13,030
Write-off of straight-line rent receivable, net $ 2,887 $ 1,552 § 7,093
Write-off of in-place lease intangibles, net $ — 3 19 §$ 36
Write-off of deferred financing costs, net $ 5161 § 42 % 3,807
Assumed debt $ —  $ 11,460 $ —

See accompanying notes.
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AVIV REIT, INC.
AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP
Notes to Consolidated Financial Statements
December 31, 2013

1. Description of Operations and Formation

Aviv REIT, Inc. (AVIV or the REIT), a Maryland corporation, is the sole general partner of Aviv Healthcare Properties Limited Partnership, a Delaware limited partnership, and its
subsidiaries (the Partnership). The Partnership is a majority owned subsidiary that owns all of the real estate properties. In these footnotes, the Company refers generically to AVIV, the
Partnership, and their subsidiaries. The Partnership was formed in 2010 and directly or indirectly owned or leased 282 properties, principally skilled nursing facilities, across the United States
at December 31, 2013. The Company is a fully integrated self-administered company that owns, acquires, develops and generates the majority of its revenues by entering into long-term
triple-net leases with qualified local, regional, and national operators. In addition to the base rent, leases provide for operators to pay the Company an ongoing escrow for real estate taxes.
Furthermore, all operating and maintenance costs of the buildings are the responsibility of the operators. Substantially all depreciation expense reflected in the consolidated statements of
operations and comprehensive income relates to the ownership of real estate properties.

The Partnership is the general partner of Aviv Healthcare Properties Operating Partnership I, L.P. (the Operating Partnership), a Delaware limited partnership, and Aviv Healthcare
Capital Corporation, a Delaware company. The Operating Partnership has five wholly owned subsidiaries: Aviv Financing |, L.L.C. (Aviv Financing 1), a Delaware limited liability company;
Aviv Financing Il, L.L.C. (Aviv Financing Il), a Delaware limited liability company; Aviv Financing Ill, L.L.C. (Aviv Financing lll), a Delaware limited liability company; Aviv Financing IV, L.L.C.
(Aviv Financing 1V), a Delaware limited liability company; and Aviv Financing V, L.L.C. (Aviv Financing V), a Delaware limited liability company.

All of the business, assets and operations are held by the Partnership and its subsidiaries. The REIT’s equity interest in the Partnership is linked to future investments in the REIT, such
that future equity issuances by the REIT (pursuant to the Partnership’s partnership agreement) will result in a corresponding increase in the REIT’s equity interest in the Partnership. The
REIT is authorized to issue 300 million shares of common stock (par value $0.01) and 25 million shares of preferred stock (par value $0.01). The REIT was funded in September 2010 with
13.2 million shares and approximately $235 million from one of the REIT’s stockholders, and approximately 8.5 million additional shares of common stock were issued by the REIT in
connection with $159 million equity contributions by one of the REIT’s stockholders. The Partnership’s capital consists of partnership units, which are referred to as OP units, that are owned
by AVIV and other investors.

On March 7, 2013, the Board of Directors and stockholders of the REIT approved an increase in the number of authorized shares of common stock to 300,000,000 shares of common
stock and a 60.37-for-one split of issued and outstanding common stock. The increase in the authorized shares and the stock split became effective on March 8, 2013 when the REIT’s
charter was amended for such increase in the number of authorized REIT shares and the stock split. The common share and per common share amounts in these consolidated financial
statements and notes to consolidated financial statements have been retrospectively restated to reflect the 60.37-for-one split.

On March 26, 2013, the REIT completed an initial public offering (IPO) of its common stock pursuant to a registration statement filed with the SEC, which became effective on
March 20, 2013. The Company received net proceeds after underwriting discounts and commissions, of $282.3 million, exclusive of other costs of raising capital in consideration for the
issuance and sale of approximately 15.2 million shares of common stock (which included approximately 2.0 million shares sold to the underwriters upon exercise of their option to purchase
additional shares to cover over-allotments) at a price to the public of $20.00 per share. In connection with the IPO, the Partnership’s Class A, B, C, D, F and G Units were converted into a
single class of OP units.

Immediately prior to the completion of the IPO, there were outstanding approximately 21.7 million shares of common stock of the REIT, limited partnership units of the Partnership
which were converted into approximately 11.9 million OP units in connection with the IPO, and 125 shares of preferred stock of the REIT. On April 15, 2013, the 125 shares of preferred stock
outstanding were redeemed. At December 31, 2013, there were approximately 37.6 million shares of common stock outstanding and 11.6 million OP units outstanding which are redeemable
for cash or, at the REIT’s option, for shares of common stock of the REIT. The operating results of the Partnership are allocated based upon the REIT’s and the limited partners’ respective
economic interests therein. The REIT’s ownership of the Partnership was 76.4% as of December 31, 2013. The REIT’s weighted average economic ownership of the Partnership for the
years ended December 31, 2013, 2012, and 2011 were 74.0%, 62.5%, and 54.9% respectively.
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2. Summary of Significant Accounting Policies
Basis of Presentation

This report combines the Annual Reports on Form 10-K for the year ended December 31, 2013 of AVIV and the Partnership. AVIV is a real estate investment trust and the general
partner of the Partnership. The Partnership’s capital is comprised of OP units. As the sole general partner of the Partnership, AVIV has exclusive control of the Partnership’s day-to-day
management.

The Company believes combining the Annual Reports on Form 10-K of AVIV and the Partnership into this single report provides the following benefits:

» enhances investors’ understanding of AVIV and the Partnership by enabling investors to view the business as a whole in the same manner as management views and
operates the business;

» eliminates duplicative disclosure and provides a more streamlined and readable presentation since a substantial portion of the disclosure in this report applies to both AVIV
and the Partnership; and

« creates time and cost efficiencies through the preparation of one combined report instead of two separate reports.
Management operates AVIV and the Partnership as one business. The management of AVIV consists of the same employees as the management of the Partnership.

The Company believes it is important for investors to understand the few differences between AVIV and the Partnership in the context of how AVIV and the Partnership operate as a
consolidated company. AVIV is a REIT, whose only material asset is its ownership of OP units of the Partnership. As a result, AVIV does not conduct business itself, other than acting as the
sole general partner of the Partnership, issuing public equity from time to time and guaranteeing unsecured debt of the Partnership. AVIV has not issued any indebtedness, but has
guaranteed all of the unsecured debt of the Partnership. The Partnership indirectly holds all the real estate assets of the Company. Except for net proceeds from public equity issuances by
AVIV, which are contributed to the Partnership in exchange for OP units, the Partnership generates all remaining capital required by the Company’s business. These sources include the
Partnership’s operations, its direct or indirect incurrence of indebtedness, and the issuance of OP units.

As general partner with control of the Partnership, AVIV consolidates the Partnership for financial reporting purposes. The presentation of stockholders’ equity and partners’ capital are
the main areas of difference between the consolidated financial statements of AVIV and those of the Partnership. AVIV’s stockholders’ equity is comprised of common stock, additional paid
in capital and retained earnings (accumulated deficit). The Partnership’s capital is comprised of OP units that are owned by AVIV and the other partners. The OP units held by the limited
partners (other than AVIV) in the Partnership are presented as part of partners’ capital in the Partnership’s consolidated financial statements and as “noncontrolling interests-operating
partnership” in AVIV’s consolidated financial statements. There is no difference between the assets and liabilities of AVIV and the Partnership as of December 31, 2013. Net income is the
same for AVIV and the Partnership.

The accompanying consolidated financial statements have been prepared by management in accordance with U.S. generally accepted accounting principles, or GAAP. All significant
intercompany accounts and transactions have been eliminated in the consolidated financial statements. Certain prior period amounts have been reclassified with no effect on the Company’s
consolidated financial position or results of operations.

The Company manages its business as a single business segment as defined in Accounting Standards Codification (ASC) 280, Segment Reporting. The Company has one reportable
segment consisting of investments in healthcare properties, consisting primarily of skilled nursing facilities, or SNFs, assisted living facilities, or ALFs, and other healthcare properties located
in the United States. All of the Company’s properties generate similar types of revenues and expenses related to tenant rent and reimbursements and operating expenses.

Estimates

The preparation of the financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Cash and Cash Equivalents
Cash and cash equivalents consist of cash and highly liquid short-term investments with original maturities of three months or less. The Company maintains cash and cash equivalents

in United States banking institutions that exceed amounts insured by the Federal Deposit Insurance Corporation. The Company believes the risk of loss from exceeding this insured level is
minimal.
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Real Estate Investments

The Company periodically assesses the carrying value of real estate investments and related intangible assets in accordance with ASC 360, Property, Plant, and Equipment (ASC
360), to determine if facts and circumstances exist that would suggest that assets might be impaired or that the useful lives should be modified. In the event impairment in value occurs and a
portion of the carrying amount of the real estate investments will not be recovered in part or in whole, a provision will be recorded to reduce the carrying basis of the real estate investments
and related intangibles to their estimated fair value. The estimated fair value of the Company’s rental properties is determined by using customary industry standard methods that include
discounted cash flow and/or direct capitalization analysis (Level 3) or estimated cash proceeds received upon the anticipated disposition of the asset from market comparables (Level 2). As
part of the impairment evaluation, the buildings in the following locations were impaired to reflect the estimated fair values (Level 2).

For the Years Ended December 31,

2013 2012 2011
(in thousands)

Medford, MA (1) $ — 8 — $ 859
Zion, IL — 1,000 3,843
Bremerton, WA — 150 1,390
Youngtown, AZ —_ 1,635 —_
Fall River, MA — 141 —
Cincinnati, OH —_ 90 —
West Chester, OH — 3,414 —
Columbus, TX — 1,422 —
Benton Harbor, MI — 491 —
Omaha, NE — 742 —
Searcy, AR 500 1,898 —
Cathlamet, WA — 93 —_
Methuen, MA — A —

$ 500 $ 11,117 § 6,092

(1) Included in discontinued operations and other expenses

Buildings and building improvements are recorded at cost and have been assigned useful lives up to 40-years and are depreciated on the straight-line method. Personal property,
furniture, and equipment have been assigned estimated useful lives up to 10 years and are depreciated on the straight-line method.

The Company may advance monies to its lessees for the purchase, generally, of furniture, fixtures, or equipment or other purposes. Required minimum lease payments due from the
lessee increase to provide for the repayment of such amounts over a stated term. These advances in the instance where the depreciable life of the newly purchased asset is less than the
remaining lease term are reflected as secured loan receivables on the consolidated balance sheets, and the incremental lease payments are bifurcated between principal and interest over
the stated term. In the instance where the depreciable life of the newly purchased assets is longer than the remaining lease term, the purchase is recorded as property when such assets are
deemed to be owned by the Company. In other instances, explicit secured loans are made to lessees for working capital and other funding needs and provide for monthly principal and
interest payments generally ranging from five to 10 years.

Purchase Accounting

The Company allocates the purchase price of facilities between net tangible and identified intangible assets acquired and liabilities assumed as a result of the Company purchasing the
business and subsequently leasing the business to unrelated third party operators. The Company makes estimates of the fair value of the tangible and intangible assets and acquired
liabilities using information obtained from multiple sources as a result of preacquisition due diligence, marketing, leasing activities of the Company’s operator base, industry surveys of critical
valuation metrics such as capitalization rates, discount rates and leasing rates and appraisals obtained as a requirement of the Term Loan (Level 3). The Company allocates the purchase
price of facilities to net tangible and identified intangible assets and liabilities acquired based on their fair values in accordance with the provisions of ASC 805, Business Combinations (ASC
805). The determination of fair value involves the use of significant judgment and estimation.
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The Company determines fair values as follows:

. Real estate investments are valued using discounted cash flow projections that assume certain future revenue and costs and consider capitalization and discount rates using
current market conditions.

. The Company allocates the purchase price of facilities to net tangible and identified intangible assets acquired and liabilities assumed based on their fair values.
. Other assets acquired and other liabilities assumed are valued at stated amounts, which approximate fair value.
. Assumed debt balances are valued at fair value, with the computed discount/premium amortized over the remaining term of the obligation.

The Company determines the value of land based on third party appraisals. The fair value of in-place leases, if any, reflects: (i) above and below-market leases, if any, determined by
discounting the difference between the estimated current market rent and the in-place rentals, the resulting intangible asset or liability of which is amortized to rental revenue over the
remaining life of the associated lease plus any fixed rate renewal periods if applicable; (ii) the estimated value of the cost to obtain operators, including operator allowances, operator
improvements, and leasing commissions, which is amortized over the remaining life of the associated lease; and (iii) an estimated value of the absorption period to reflect the value of the
rents and recovery costs foregone during a reasonable lease-up period as if the acquired space was vacant, which is amortized over the remaining life of the associated lease. The Company
also estimates the value of operator or other customer relationships acquired by considering the nature and extent of existing business relationships with the operator, growth prospects for
developing new business with such operator, such operator’s credit quality, expectations of lease renewals with such operator, and the potential for significant, additional future leasing
arrangements with such operator. The Company amortizes such value, if any, over the expected term of the associated arrangements or leases, which would include the remaining lives of
the related leases. The amortization is included in the consolidated statements of operations and comprehensive income in rental income. Generally, the Company’s purchase price
allocation of the purchased business and subsequent leasing of the business to unrelated third party operators does not include an allocation to any intangible assets or intangible liabilities,
as they are either immaterial or do not exist.

Revenue Recognition

Rental income is recognized on a straight-line basis over the term of the lease when collectability is reasonably assured. Differences between rental income earned and amounts due
under the lease are charged or credited, as applicable, to straight-line rent receivable, net. Income recognized from this policy is titled straight-line rental income. Additional rents from
expense reimbursements for insurance, real estate taxes, and certain other expenses are recognized in the period in which the related expenses are incurred and the net impact is reflected

in rental income on the consolidated statements of operations and comprehensive income.

Below is a summary of the components of rental income for the years ended December 31, 2013, 2012 and 2011 (in thousands):

2013 2012 2011
Cash rental income $ 130,666 $ 112,068 $ 89,815
Straight-line rental income (loss) 4,478 7,656 (90)
Rental income from intangible amortization 1,369 1,486 1,366
Total rental income $ 136,513 $ 121,210  $ 91,091

During the years ended December 31, 2013, 2012, and 2011 straight-line rental income (loss) includes a write-off (expense) of straight-line rent receivable, net of approximately $2.9
million, $1.5 million, and $7.1 million, respectively, due to the early termination of leases and replacement of operators.

The Company'’s reserve for uncollectible operator receivables is included as a component of reserve for uncollectible secured loan and other receivables in the consolidated statements
of operations and comprehensive income. The amount incurred during the years ended December 31, 2013, 2012, and 2011 was $0.1 million, $10.3 million, and $1.6 million, respectively.

Lease Accounting

The Company, as lessor, makes a determination with respect to each of its leases whether they should be accounted for as operating leases or direct financing leases. The
classification criteria is based on estimates regarding the fair value of the leased facilities, minimum lease payments, effective cost of funds, the economic life of the facilities, the existence of
a bargain purchase option, and certain other terms in the lease agreements. Payments received under operating leases are accounted for in the statements of operations and
comprehensive income as rental income for actual rent collected plus or minus a straight-line adjustment for estimated minimum lease escalators. Assets subject to operating leases are
reported as real estate investments in the consolidated balance sheets. For facilities leased as direct financing arrangements, an asset equal to the Company’s net initial investment is
established on the balance sheet titled assets under direct financing leases. Payments received under the financing lease are bifurcated between interest income and principal amortization
to achieve a consistent yield over the stated lease term using the interest method. Principal amortization (accretion) is reflected as an adjustment to the asset subject to a financing lease.
Such accretion was approximately $0.1 million, $0.1 million, and $0.1 million for the years ended December 31, 2013, 2012 and 2011, respectively.
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All of the Company’s leases contain fixed or formula-based rent escalators. To the extent that the escalator increases are tied to a fixed index or rate, lease payments are accounted for
on a straight-line basis over the life of the lease.

Deferred Finance Costs
Deferred finance costs are being amortized using the straight-line method, which approximates the interest method, over the term of the respective underlying debt agreement.
Secured Loan Receivables

Secured loan receivables consist of capital improvement loans and secured loans to operators. Capital improvement loans represent the financing provided by the Company to the
operator to acquire furniture, fixtures, and equipment while the operator is operating the facility. Secured loans to operators represent financing provided by the Company to operators for
working capital needs. Secured loan receivables are carried at their principal amount outstanding. Management periodically evaluates outstanding secured loans and notes receivable for
collectability on a loan-by-loan basis. When management identifies potential loan impairment indicators, such as nonpayment under the loan documents, impairment of the underlying
collateral, financial difficulty of the operator, or other circumstances that may impair full execution of the loan documents, and management believes it is probable that all amounts will not be
collected under the contractual terms of the loan, the loan is written down to the present value of the expected future cash flows. Loan impairment is monitored via a quantitative and
qualitative analysis including credit quality indicators and it is reasonably possible that a change in estimate could occur in the near term. As of December 31, 2013 and 2012, respectively,
secured loan receivable reserves amounted to approximately $0 and $0.3 million, respectively. No other circumstances exist that would suggest that additional reserves are necessary at the
balance sheet dates other than as disclosed in Footnote 4.

Stock-Based Compensation

The Company follows ASC 718—Stock Compensation (“ASC 718”) in accounting for its share-based payments. This guidance requires measurement of the cost of employee services
received in exchange for stock compensation based on the grant-date fair value of the employee stock awards. This cost is recognized as compensation expense ratably over the
employee’s requisite service period. Incremental compensation costs arising from subsequent modifications of awards after the grant date must be recognized when incurred. Additionally,
the Company must make estimates regarding employee forfeitures in determining compensation expense. Subsequent changes in actual experience are monitored and estimates are
updated as information is available. The non-cash stock-based compensation expense incurred by the Company through December 31, 2013 is summarized in Footnote 14.

Fair Value of Financial Instruments

ASC 820, Fair Value Measurements and Disclosures (ASC 820), establishes a three-level valuation hierarchy for disclosure of fair value measurements. The valuation hierarchy is
based upon the transparency of inputs to the valuation of an asset or liability as of the measurement date. A financial instrument’s categorization within the valuation hierarchy is based upon
the lowest level of input that is significant to the fair value measurement. The three levels are defined as follows:

. Level 1—Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets;

. Level 2—Inputs to the valuation methodology include quoted prices for similar assets and liabilities in active markets, and inputs that are observable for the asset or liability, either
directly or indirectly, for substantially the full term of the financial instrument; and

. Level 3—Inputs to the valuation methodology are unobservable and significant to the fair value measurement.

The Company’s interest rate swaps are valued using models developed by the respective counterparty that use as their basis readily observable market parameters and are classified
within Level 2 of the valuation hierarchy.

Cash and cash equivalents and derivative financial instruments are reflected in the accompanying consolidated balance sheets at amounts considered by management to reasonably
approximate fair value. Management estimates the fair value of its long-term debt using a discounted cash flow analysis based upon the Company’s current borrowing rate for debt with
similar maturities and collateral securing the indebtedness. The Company had outstanding secured loans, unsecured notes payable, and a line of credit with a carrying value of approximately
$686.4 million and $705.2 million as of December 31, 2013 and 2012, respectively. The fair values of debt as of December 31, 2013 and 2012 were $705.8 million and $720.8 million,
respectively, based upon interest rates available to the Company on similar borrowings (Level 3). Management estimates the fair value of its
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secured loan receivables using a discounted cash flow analysis based upon the Company’s current interest rates for secured loan receivables with similar maturities and collateral securing
the indebtedness. The Company had outstanding secured loan receivables with a carrying value of approximately $41.7 million and $32.6 million as of December 31, 2013 and 2012,
respectively. The fair values of secured loan receivables as of December 31, 2013 and 2012 approximate their carrying value based upon interest rates available to the Company on similar
borrowings.

Derivative Instruments

In the normal course of business, a variety of financial instrument are used to manage or hedge interest rate risk. The Company has implemented ASC 815, Derivatives and Hedging
(ASC 815), which establishes accounting and reporting standards requiring that all derivatives, including certain derivative instruments embedded in other contracts, be recorded as either an
asset or liability measured at their fair value unless they qualify for a normal purchase or normal sales exception. When specific hedge accounting criteria are not met, ASC 815 requires that
changes in a derivative’s fair value be recognized currently in earnings. Changes in the fair market values of the Company’s derivative instruments are recorded in the consolidated
statements of operations and comprehensive income if the derivative does not qualify for or the Company does not elect to apply hedge accounting. If the derivative is deemed to be e