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Need Driven

What is Senior Living/Senior Services?

Continuing Care Retirement Community

Want Driven
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Adapted from Greystone Communities’ Continuum of Care Chart




Today’s Constitue

A Look at Supply

CCRCs IL AL SNF

1,861 3,840 6,315 10,975
693,000 710,000 420,000 1,320,000
FP: 20% FP: 90% FP: 90% FP: 60%
NFP: 80% NFP: 10% NFP: 10% NFP: 40%
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Source: Ziegler National CCRC Listing & Profile, NIC MAP® database & the U.S. Census Bureau

Today’s Constituents?

A Look at Demand
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We are here! We are here!

Il. Embracing the “New Reality”

IZ. Focusing on Operational Excellence

I3. Adopting resident-centered service and care models

[4. Rolling out “Wellness™ in all dimensions

ls. Reaching beyond the walls

Ie. Considering the impact of Healthcare/Regulatory Change

[7. Repositioning campuses

IB. Expanding through new communities

[9. Seeing System Growth

IlO. Adapting to the realities of the evolving capital markets

l11. Determining whether you have what it takes




1. Embracing the “New Reality”

Embracing the “New Reality”

Re-thinking, re-committing and re-tasking their governing
boards to better contend with the ‘new reality’

= Recruitment, orientation, education and engagement of
board members

- Diversity of talents, backgrounds, commitment a must

BOARDSOURCE
= Boards are holding themselves accountable

= Succession Planning an increasing focus of many senior
living providers

- to ensure talent remains at all levels of the organization
(not just the ‘C’-suite)

- to maintain/bring fresh thinking

Concept of Governance As Leadership
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“When trustees work well in all three modes, the board
achieves governance as leadership.”

Chait, Ryan, Taylor
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Focus on Operational Excellence

Attention to
Staff

Focus on Operations: Attention to Staff

Recruitment, continuing education, cross-
training must be ongoing, relentless

Professionalism, understanding of the mission
at every level

Succession planning at all levels of the org

Everyone is a marketer!
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Focus on Operations: Continuous Quality

Improvement

Quality First initiative { u,':llitl?
= Accreditation irst’

= Operational Benchmarking & Outcome
measurement Benchmarking

- Within the organization (year/year;
month/month)

- With peers
yAETA

» Resident Satisfaction Measures
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Focus on Operations: Relentless Commitment

To Mission Through Bottom Line

= The focus is on occupancy (and occupancy, occupancy,
occupancy!) at all levels of care, in all properties

- ‘out of the box’ thinking employed to support/increase
occupancy rates

= The focus is on revenue
- Is pricing right for the private pay market?
- Is the Medicare census appropriate? Short-term? Long-term?
- Is the Medicaid census appropriate for mission? For financials?
« Driving to a better bottom line

- Fee increases are implemented (despite resident pressure to the
contrary) to more than offset expense increases

- Expenses are examined at every opportunity
- Periodically conducting operational reviews

14

Focus on Operations: Relentless Commitment

To Mission Through Bottom Line (cont’d)

= Growing affordable product line balanced with need to ensure
growth sufficiently supported financially

= Increasing possibility of resident benevolence acknowledged
and addressed

= Controlling risk management (liability insurance) through
continued participation in captive insurance products such as
CCIC

= Moving to new solutions/new thinking/new strategies

"SRA has saved LEC
money, time and
increased the quality of
agreat number of the
products and services
we use.”

Scott Quinn, President/CEOQ

Life Enriching Communities

15




Focus on Operations: Relentless Commitment

To Mission Through Bottom Line (cont’d)

= Technology infrastructures for operations have been
reviewed, enhanced and implemented

= Advances encouraging self-sufficiency of seniors
- Aging in place implications

H?aalthsen se°®

= Technologies have moved beyond experimental to
become efficient business practices

16

Focus on Operations

Evidence

50th PERCENTILE

= Median for both provider types
improved markedly

« Highest value in history of study

20— ——————- L

HEE BN As in the past, the operating
performance of multi-site providers
is generally weaker than the single-
site providers

Single-Site Wuitisite | - BUT the gap narrowed in 2009

(Percentages)
A =)

Source: Financial Ratios & Trend Analysis of
CARF-CCAC Accredited Organizations, 2010. 17

Focus on Operations
Evidence (cont’d)

« Fee increases continue
- to exceed expense increases
- to exceed CPI

7
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‘Sources: Annual Changes in In-House Rents, ASHA State of Senior Housing (1998-2010); and BLS Producer
Price Index. Each year reflects change from prior year, e.g., 2009' reflects change from 2008 to 2009 18




Focus on Operations

Evidence (cont’d)

« NIC research shows that entrance fee In addition:
occupancy has certainly been affected < Not-for-profit

by recent economic challenges occupancy
95.0% -
N PN continues

w0% \\ approximately
02.0% y.\._./k.\'\'\ 200 bps above

aro% N_H for-profit

S0 =~I=a%. occupancy

:m = Occupancy rates
a7.0% ||+ Entrance Fee are somewhat
s60% + stronger for 100

largest MSAs
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Source: NIC MAP Data & Analysis Service 19

Focus on Operations
Evidence (cont’d)

Despite the real estate market’s
sluggishness, impact on
senior living providers lessening

Real Estate Market Impact on Stable CCRCs. Real Estate Market Impact on Pre-Sale/Filling
July 2008 - YTD 2010
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= With providers keenly focused on fill-up ...

Focus on Operations

Summary

* Systems are positioning themselves with strengthening
operations, increasing growth and sophistication

« Well-positioned single-site campuses continue to thrive

= CCRCs generally are performing better than non-CCRCs
= Urban vs rural (market population) distinction is important

= Pro-activity on market positioning is the key

= Strong single-site organizations have emerged into systems
« Garden Spot Village
= RiverWoods

= Some have merged to form new systems

= Souderton Mennonite Homes and Dock Woods Community
affiliated to form Living Branches

21




Focus on Operations

Summary (cont’d)

= Despite the focus on operational excellence, defaults (Big “D”")
and bankruptcies have occurred

= Three primary categories of challenged projects
« Those that were dated
« Those that never filled
« Those that were filling

BUSINESSTIMES
Covenant at South Hills in Mt. Lebanon n“mm
files for bankruptcy

Two Erickson properties file for
bankruptcy; may sell at auction

22
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Adopting Resident Centered Care Models

= Resident-centered Care models explored either through
new community developments or through repositioning
efforts
- Person-centered, resident-centered
- Touches ALL levels of an organization
- Culture Change 60

50- %6

The only thing that
should change when
someone moves to a
nursing home is their

address Occupied Under Construction ~ Under Development
“Everyone is Aging’ Blog 02005 [2006 @2007 [2008 12009 2010

n7

6|9 v 6

From Senior Living Research of Ziegler as of 9/20/10 24




4. Rolling out “Wellness” in all dimensions

25

Increasing Focus on Wellness

= Whether in nursing, assisted living or independent living,
a increasing focus on programs/services that have
measurable wellness goals
= Wellness programs are increasingly:
- Inclusive of the seven dimensions of wellness (not just
physical)
- Focused on lifelong learning
« Perhaps through university/
senior living provider relationships
- Defined by programs that
include an ability to
measure outcomes i
- Branding by organizations L. | FESPACE

- FITSIX COMMUNITIES

26

5. Reg(;hingjxmnd_the_walls\n
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Services are Moving Beyond the Walls

Evidence
« Through HCBS growth = Through PACE growth
- 19% of the AZ 100 expanded their - More than 70 sites since 1970
HCBS during 2009 - Growing interest in PACE by senior
- Nationally, data show rapid living providers =
increase = Elderly (PACE) of the b
Triad [ :
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Services are Moving Beyond the Walls
Evidence (cont’d)

* Through Neighborhood e Through Lifecare at Home
Villages - Positioned well due to housing
— Nearly 50 villages are operating market & economic constraints
across the country
- Senior living sponsorship of
villages is now emerging

A -’ Merst Shars Yiage
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i|lage
W.rk :q": ‘;‘)"'.,’!‘wu’
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VILLAGE
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6. Considering the impact of Healthcare Reform and

Regulatory Change

30
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Considering how to position for Health Care Reform

and Other Regulatory Change

= Proactive providers are educating themselves on the
impact of Health Care Reform
- Unknown timing of implementation
- Unknown effect for:
= Employees (cost to the senior living provider)
= Residents (cost vs. revenue implications for providers)
= Future residents (CLASS Act implication)

$140,000

8,000
B — T

7,000
100000 6000

5,000
80,000 ————————

4,000
60,000
3,000

540,000 |

2,000
520,000

1,000

1997 1988 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Source: National Association of Insurance Commissioners (NAIC), 1998 - 2009
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Considering how to position for Health Care Reform

and Other Regulatory Change

= Proactive providers were ‘ahead’ of the Senate Special
Committee on Aging and GAO review
- Immediately created a Task Force (AAHSA/ASHA/NIC)
- Known effect
= Potential for National Bill of Residents’ Rights
= States increasingly examining the efficacy of their existing
CCRC regulations (see GAO report in Appendix)
- Unknown effect

= Impact of another Covenant at South Hills where residents’
refunds lost?

32

Considering how to position for Health Care Reform

and Other Regulatory Change (cont’d)

* Ensuring excellence in * Preparing a document
disclosure to prospective that fully discusses the
residents

CCRC model/concept
* Ensuring excellence in

disclosure to existing

residents

Continuing Care

Batirement Cammunitias

J -
[ reaste el

33
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7. Repositioning campuses

34

Repositioning Aging Campuses

= Repositioning is picking up AGE OF PIVSICAL PLANT RATIO

intensity in modernization

across all areas of the campus 7

- Dining, common areas, private 1%
rooms, courtyards, etc. -

Repositioning is increasingly oo
affecting culture change as0

= Repositioning is critical for -
surviving and thriving

50th PERCENTILE

.
(Years)

1095
1996
1997
1098
1999
2000
2001
2002
2003
2004
2005
2006
2007

- if your campus hasn’t had a SingleSite Multi-Site
major capital improvement
program in the last 7 years, CARF-COAC Acerdted Orgamations, 2010,

you’re an aging campus

35

Repositioning Aging Campuses
Evidence

e In the past 5 years, did
your organization
undertake a physical
repositioning of its

campus(es)?
* In the past 5 years, did No
your organization plan 21%
undertake a cultural
repositioning of its Yes

79%
campus(es)?

36
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Repositioning Aging Campuses
Evidence (cont’d)

« In the next 5 years,
does your organization
plan to undertake a
physical repositioning of
its campus(es)?

« In the next 5 years,
does your organization
plan to undertake a
cultural repositioning of
its campus(es)?

37

Repositioning Aging Campuses
Evidence (cont’d)

8. Expanding throy

39
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New Community Development

= Growth through new campus development continues but
with changes

Capital committed at every level of the continuum, not just
ILUs

Spreading market risk across multiple geographic sites is
typically seen as a strategy for enhancing an organization’s
financial strength

Partnering with experienced, recognized professionals is key
for minimizing risk and maximizing likelihood that project
will ultimately success

- Though capital costs are up, construction costs are down
- Site selection eased but financing purchase challenging
- Capitalize on not-for-profit competitive advantage

40

>

Green Hill, {

New Jersey

New Community Development (cont’d)

= Most large new campuses have utilized fully integrated development firms
= Development (and other) firms, while facing challenges related to today’s
economy, remain active
- Greystone, New Life, Spectrum, Greenbrier, CRSA, etc.
- May begin to see more development partnerships
= RLS merged with CRSA, CRSA now merged with LCS
- NFP providers are creating their own consulting/development companies:

2010 HQ
AZ100 | State |Provider Name o
4 MN__[presbyterian Homes & Services (MN) Senior Housing Partners
5 I Communities
11 CA__|american Baptist Homes of the West Seniority Inc.
12 MD__|Asbury Services The Asbury Group (TAG)
17 OR__|PRS (Pacific Retirement Services) Retirement Services, LLC
23 MN__ [Ecumen Ecumen Consuling Services.
2 NJ__|Springpoint Senior Living (f/a PHS) Princeton Senior Living, LLC.
28 MN__|augustana Care Corp. ‘Augustana Senior Development
31 IL__|providence Life Services Providence Management & Development
7 MN__|Walker Methodist Walker ElderCare Service
“Next50" | NJ__|Cadbury Senior Services Cadbury Consulting Services
Single Site|__KS__|Meadowlark Hills Monarch Management and Development 42
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New Community Development

Evidence

2010 AZ 100 Growth: Specific Growth Type Breakdown
New Community Construction

rownby ocason.

= Pace of new community development has slowed

= Had expected the total for past 10 years to be closer to 80;
economic crisis intervened

Source: 2010 AAH 112/31109) 43

New Community Development

Evidence (cont’d)

2010 AZ 100 Growth: New Communities

Community Openings
.

9 Presbyterian Senior Living Carroll Village Dillsburg
34 Hebrew SeniorLife NewBridge on the Charles Dedham MA CCRC
37 Homewood Retirement Centers Homewood at Shenandoah Valley*  Strasburg VA CCRC
46 WesleyLife Edgewater Des Moines A CCRC
71 Walker Methodist Walker Highview Hills Lakeville MN IL
% United Methodist Memorial Home Heritage of Fort Wayne Fort Wayne N CcrRC
100 Mather LifeWays “The Mather Evanston i CCRC

*As of 12/31/09, no units available for occupancy but community had opened
srce; 2010 AASA Zicgl 1123000) 24

New Community Development Growth:

Recent Openings & Projected Openings

= Distinct bond-financed communities

2008:

2009: 2010:
Clare Oaks, IL Ingleside at King Farm, MD ~ Amsterdam at Harborside, NY
Legacy at Willow Bend, TX Woodlands at Furman, SC  Good Shepherd Village, NY
Mirabella, WA

The Clare at Water Tower, IL
Village at Gleannloch Farm, TX

Skyline at First Hill, WA
Woodland Pond, NY
Longhorn Village, TX
Edgewater, IA

Meredith Bay Colony, NH
899 Charleston, CA
Acacia Creek, CA
Providence Point, PA
South Franklin Circle, OH

Skyline at First Hill
Seattle, WA

The Groves at Lincoln
Lincoln, MA

Mirabella Portland, OR
Groves in Lincoln, MA
Meadow Lake, TX

45

15



System Focus 2010

Key Market Trends

SYSTEM CHARACTERISTIC | Trend

Quality of Care Focus Person-centered care: both residents & staff

Breadth of Services ling within ities and to broader
Adding services/adding locations

Financial Standing Continuing to improve operationally

Stronger as a general rule
Greater access to capital
More likely to have capital for growth

Management Practices Growing in sophistication, recognizing opportunities through
outsourcing and/or specializing

Expansions/Renovations
New Communities

Strategic Growth Typically through ILU growth or health center modernization:

Mergers, isiti Di
Services
Mission Growth Typically through affordable housing and services
Pace of Growth Varies by system
Board Development Advancing governance quality
Strategies for Success Branding, Name changes, Corporate Structure changes

System Growth & C

Evidence (cont’d)

The AAHSA Ziegler 100

= 2010 marks 7t year of publication
- Primary ranking: market-rate .mmll [ ){ _}i.ghr
- Affordable Housing ranking
- Single-community ranking 2010

« Primary ranking stats:
- 198,000 units represented by AZ

100

Systems range from 789 to 19,417

units

- In the last six years the number of
ILUS provided by the 10 largest
providers has grown nearly 30%

- 53 percent of systems offer
affordable housing

Source: 2010 A i 112/31/09)

48
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Communities

(as of 12/31/09)

009 Rank

System Name

1 1 Evangelical Lutheran Good Samaritan Society 19,417

2 2 National Senior Campuses MD 18,129 17
3 3 ACTS Retirement-Life Communities, Inc. PA 7,204 19
4 4  Presbyterian Homes and Senices MN 5,876 36
5 5 Cowenant C L 4,817 15
6 6  Retirement Housing Foundation CA 4,094 17
7 7 Lifespace Communities, Inc. 1A 3,653 11
8 8 Westminster Communities of Florida FL 3,129 10
9 10 Presbyterian Senior Living PA 3,096 20
10 12  Lutheran Senior Senvices MO 3,049 11
11 13 Cornerstone Affiliates CA 2,957 11
12 14 Asbury Communities MD 2,899 6
13 18 Front Porch CA 2,755 11
14 15 Ohio Presbyterian Retirement Senices OH 2,754 11
15 16 _ Christian Homes, Inc. L 2,660 14
16 17 The Kendal Corporation PA 2,659 13
17 | 20 Pacific Retirement Senices, Inc. OR 2,597 8
18 9 Franciscan Communities L 2,588 11
19 [ 19 Volunteers of America VA 2,554 24
20 11 Diakon Lutheran Social Ministries PA 2,535 11
21 | 21 Masonic Villages PA 2,297 5
22 22 Presbyterian Manors of Mid-America KS 2,223 17
23 23 Ecumen MN 2,113 26
24 24  Willow Valley Retirement Communities PA 2,035 3
25 27 _PHS Senior Living NJ 2,011 9

Source: 2010 AAHSA Ziegi 112131100 49

System Growth & Change
Evidence (cont’d)

2010 AZ 100
Unit lepe Comparison, by Units, 2000-2009
120,000

2.8% Average Annual Growth (AAG) in
total units from 2000 to 2009
43% AAG _
90,000
0.4% AAG
. [
£ 60000
4.1% AAG
30,000
0

[} ALY NCB

2000 ©2001 ©2002 02003 B2004 D2005 E2006 2007 ©2008 02009
Source: 2010 A " 112/31100)

System Growth & Change

Evidence (cont’d)

2010 AZ 100
Community Type Comparison, by Communities, 2000-2009
2.6% AAG 2.0% Average Annual Growth (AAG) in
o communities from 2000 to 2009
400 =l
8 300
2
E
8 -1.0% AAG
200
2.9% AAG |
100
o L
cere I A NH

2000 ©2001 E2002 02003 B2004 02005 M2006 H2007 B2008 02009
ource: 2010 AAH i 12/31/09)
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System Growth & C

Evidence (cont’d)

2010 AAHSA Ziegler 100
Headquarters’ Locations by Quartile

. #1-25

. #2650
o
.

#51-75

o
#76-100

Source: 2010 AAH 112/31109)

Headquarters, by size of org, are located predominantly along the east coast

52

System Growth & Change
Evidence (cont’d)

2010 AZ 100: Types of Growth

10 yrs
1200
1000
800
600
400
200
0
1980-1989 1990-1999 2000-2009
5] B New Ci i O Merg/Acq/Affil O Dispositions
wce 2010 ARNA Zi 11231000,

System Growth & Change

Evidence (cont’d)
2010 AZ 100: New Locations

10 yrs

1980-1989 1990-1999 2000-2009
B New Communities 0 Merg/Acq/Affil
Source: 201 H: e f 12/31/09) 54
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System Growth & C

Evidence (cont’d)

2010 AZ 100 Growth: Specific Growth Type Breakdown
Expansions

457
500

Locations

10801084 19851989 19001004 19951999 2000-2004 20052000 | 2009

Expansion: The addion of new unis  an exising communy.

No: Ifa new communiy is added 1 an exising campus fas 550 SRR AERBAATM 00 P (data as of 12131/09) 55

System Growth & Change

Evidence (cont’d)
2010 AZ 100 Growth: Specific Growth Type Breakdown

Affiliations, Mergers & Acquisitions
.

Locations

19801984 19851989 19901994 19951999 20002004 20052009 | 2009
1
merger, acquiston or affaton.
uce: 2010 AR i 112/31100) 56

System Growth & C

Evidence (cont’d)

2010 AZ 100 Growth: Specific Growth Type Breakdown
Affiliations, Mergers & Acquisitions

Pacific Retirement Senices, Inc. Middleton Glen Middleton

28 Augustana Care Corporation Emerald Crest-Minnetonka Minnetonka MN AL
28 Augustana Care Corporation Emerald Crest- Bumsville MN AL
28 Augustana Care Corporation Emerald Crest-Shakopee Shakopee MN AL
28 Augustana Care Corporation Emerald Crest--Victoria Victoria MN AL
30 Elim Care Baptist Home Bismark ND  CCRC
42 Greencroft Oak Grove Christian Retirement Village DeMotte N CCRC
46 Wesleylite Hearthstone Pella " CCRC
49 Concordia Lutheran Ministries Concardia of the South Hills Pitisburgh PA  CCRC
67 Lutheran Seniorlife Commons at Stonebrook Village Wexford PA [
67 Lutheran Seniorlife Windy Ghoul Beawer PA [

95 Garden Spot Village Maple Farm Akron PA NH

Source: 2010 A i 1 12/31109) 57




System Growth & Change

Evidence (cont’d)

2010 AZ 100 Growth: Specific Growth Type Breakdown
Affiliations, Mergers & Acquisitions

p—— Augustana Care Corporation (MN):
BaptistHome, Emerald Crest, Minnetonka
e ND Emerald Crest, Burmsville
Emerald Crest, Shakopee
Emerald Crest, Victoria

Pacific Retirement Services, Inc.,
iddleton Glen,
Middleton, Wi

Concordia Lutheran Ministries,
Concordia of the South Hills,
Pitsburgh, PA

Garden Spot Village,
taple Farm,
Akron, PA

Lutheran SeniorLife (PA
Commons at Stonebrack Village, Wexford
Windy Ghoul, Beaver

WesleyLife,
Hearthstond

Pella, 1A croft
" Oak Grove Christian Retirement Village,
N

Source: 2010 AAK: I 112/31109) 58

System Growth & Change
Evidence (cont’d)

2010 AZ 100
Dispositions

Locations

1980-1984  1985-1989  1990-1994 19951999  2000-2004 20052009 2009

Disposition: The sae or cosure ofa commuriy.

Source: 2010 A i 112/31100) 59

System Growth & Change
Evidence (cont’d)

2010 AZ 100
Community Closures or Dispositions

ystem Name Community y

1 Evangelical Lutheran Good Samaritan Society Roseville Good Samaritan Center  Rosevile

6 Retirement Housing Foundation Pymouth Tower Riverside cA CCRC
8 Westminster Communities of Florida The Pines Bradenton FL AL
18 Franciscan Communities George Davis Manor West Lafayette  IN AL
18 Franciscan Communities St. Mary Health Care Center Lafayette N NH
18 Franciscan Communities St. Elizabeth Health Care Center Delphi N NH
18 Franciscan Communities Franciscan Health Care Center Louisville KY NH
18 Franciscan Communities St. James Manor and Villas Crete [ AL
20 Diakon Lutheran Social Ministries ‘The Highlands at Wyomissing Wyomissing PA CCRC
54 TheEddy Eddy Cohoes Rehabilitation Center  Cohoes NY NH
58 Sears Methodist Retirement System, inc. Sears Methodist Center Abilene ™ CCRC
61 United Church Homes Fairhaven North Upper Sandusky  OH NH
61 United Church Homes Riveniew Community Cincinnati OH NH
100 Mather LifeWays Mather Place at the Georgian Evanston [ L

Source: 2010 A i 12/31/09) 60




System Growth & Change

Evidence (cont’d)

2010 AZ 100: Community Closures or Dispositions

Eranciscan Communities (N .
George Davis Manor, West Lafayette Ekdy Cohoes Refabiltaion Center,
St Mary Health Care Center, Lafayetie ohoes,

=
Roseville Good Samaritan Center, St. Elizabeth Health Care Center, Delphi

Roseville, MN-

Mather LifeWays,
Mather Place at the Georgian, ®  Diakon Lutheran Social Ministries,

‘The Highlands at Wyomissing,
Wyomissing, PA

United Church Homes (OH)
Fairhaven North, Upper Sandusky
Riverview Community, Cincinnati

Retirement Housing Foundation,
Plymouth Tower,
Riverside, CA

Franciscan Communities,
Franciscan Health Care Center,

Lousvile, K
Sears Methocist Retiement System, Inc.
o Retranert Syt Westminster Communiies of Forda,
Ablene, TX Bradenton, FL
“6LGSS = Evangelical Lutheran Good Samarian Socie 910 ArsisA Zigi 1 1213108) 61

10. Adapting to the realities of the evolving capital markets

62

State of Senior Living Capital Markets

Who Is In the Market for Capital?

« Providers with new campus and ILU expansions that
survived the market freeze in 2008 and early 2009

 Communities undergoing modest repositionings and
updating older campuses

« Rated systems and single sites refinancing VRDBs into
traditional fixed-rate or bank qualified debt

63
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State of Senior Living Capital Markets

Borrowing Costs & Access to Capital

« Baseline long- and short-term interest rates remain very low

* General easing of credit concerns
- long-term borrowing costs for rated borrowers back down to historical
averages
- borrowing costs for non-rated borrowers have declined significantly

= Increase in defaults continues to impact fixed rate and bank lenders

= Obtaining new and renewed Letters of Credit and renewals remains
challenging

« Increased use of Bank Qualified debt and consideration of alternative
financ)ing methods (FHA/HUD/FNMA/FHLMC/FHLB Wrap/Floating Rate
Notes

« Seed Capital market is under stress from non-performing projects
64

Not-For-Profit Senior Living Financings

Volume

« 2008 & 2009 clearly reflects current economic, housing, banking and financing challenges
= Very few financings completed in the 12 months from July 2008 to July 2009

201

700 T T Number of Issues |
$7,000 == Par Volume |
$6,500-
$6,000
$5,500
$5,000
$4,500- 750
$4,000
$3,500]
$3,000
$2,500
$2,000
$1,500

18
$1,000 g 8
50019 &

E T

$7,393

5,105

In Millions

$4,099

27,

241 216

$3,142

$2,168 | §
$2,506
$2.320
$2,293
$2,637
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LQURCE. Thomson Financial Securities Data as of 3/7/11 65
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State of Senior Living Capital Markets
Not-For-Profit Senior Living Financings

$8,000
Refinancing
$7.000 1 New Money

$6,000

$5,000

$4,000

In Millions

$3,000

VOLUME BY PURPOSE

$2,000 7

$1,000

50
S & &S LS P RN PP
GGG I G I G e g
= Trends for refinancings follow borrowing cost movement
(ex. 50% of volume in 2007)
= Average new money per year for last five years was approximately $2.8 billion
QURCE; Thomson Financial Securities Data as of 1/7/11 66

22



State of Senior Living Capital Markets

Not-For-Profit Senior Living Financings

» FHAIGNMA

= Bond Insurance ik
STO00 T 5 Leter Of Credit Backed

O Rated (Unenhanced)
$6,000 1| ® Non-Rated (L

VOLUME BY CREDIT STRUCTURE

> & P o ® & o 5> & o $ S
FSEISFFL IS LTSI ST S
= 2009 was composed mainly of fixed-rate debt -- much of it rated -- as the bank market dried up

= Fixed-rate debt continues to dominate in 2010
SOURCE: Thomson Financial Securities Data as of 1/7/11 67

State of Senior Living Capital Markets
The Ratings Environment

= Compared with one year ago, the sector experienced a net loss of one
rating; there is also one less organization rated by multiple rating

agencies. Not-For-Profit Senior Living Credit Rating Trends
Cumulative Senior Living Ratings
RATED BOND ISSUES 180
THROUGH 12/31/10
160 ~
s&p: 79
: 1
Fitch: 89 “©
Moody's: _3 120
171*
100
*21 organizations have debt rated by 5

more than one rating agency.
Therefore, there are a total of 151 &
organizations with rated debt.

«All of these agencies publish guidelines
for their ratings

+CCAC, Fitch & S&P publish rating B R
category medians for key ratios §8 888888888558 888888¢8¢8
NOTE: Of the 151 organizations, 4 have some type
of unique third party support essential to the rating.
SOURCE: Research from the Senior Living Team of Ziegler as of 12/31/10 68

State of Senior Living Capital Markets

The Ratings Environment (cont’d)

« Senior living credits predominantly = Systems make-up about 40% of
in “BBB” category the investment grade borrowers
Ratings Distribution Rating Category Breakdown
60 Systems vs. Single Sites.
100%
50 5
20 . 80% —— —1 —
30 — 60%
20
201 40%
10
10 o
2 1 0 20% 1— — —
o —
A Category BBB Category BB Category %
Ranas Ratinas Fatinas
152 Rated “A” & “BBB" Category;
19in “BB" Category;
0iin other Categories; 171 Total
SOURCE:_Research from the Senior Living Team of Ziegler as of 12/31/10 69
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State of Senior Living Capital Markets

The Ratings Environment (cont’d)

= Upgrades have lagged strong financial performance of many CCRCs
= Growth with debt has resulted in downgrades or maintenance of a rating that might have been
upgraded
« Recent Downgrades
- Underperformance on new projects

- Decline in investment performance
# of New Debi Raiings Per Year

P N T I N B 3 7 R )
« [ v 7
R/ ! 1 J
EEA v v v
AHEIEIE HHHEE
iy v v
Upgrades. Y v 1
[ARaR Vv v v /
[ 1996 2002
vV v )
Downgrades MEARARER]
VIV e
A v v
e
v
v
v
W
e
SOURCE: Research from the Senior Living Team of Ziegler as of 12/31/10 70

State of Senior Living Capital Markets
Rated (Unenhanced) vs. Unrated Trends

« Rated volume is projected to « Unrated, though not as significant,
rebound sharply from 2008 will also begin strengthening
$1,400 $3,500
$1,200 $3,000 4
$1,000
? $800 —
B
£ $600 f
$400 A" V L \ /
$200 — $500 e
$0 waﬁwn weroagaNn nwer®oo
§iyEssEaEseEERaEEEs FEETEEEEEEERERTERAEE
QURCE Thomson Financial Securities Data as of 17711 71

State of Senior Living Capital Markets

Short-term vs. Long-term Rates

As of U7/
* Low Fed Funds rate 30 Yr Fed Fund _ 30-Yr NR
has led to relatively VRDBs _ "AAA" MMD _Target Rate
Min 0.13% 367% 0.25% 5.20%
low SIFMA levels for Max 8.00% 7.35% 8.25% 10.75%
: Avg 2.80% 5.21% 3.87% 7.06%
last six years current:_0.22% 4.74% 0.25% 7.50%

12.00

10.00

« Even with fees for
bank credit, short ®®
term rates remain s

attractive a00 44
2.00 i
0.00
238338858382 88388588¢24d
23323322 Z32L8RRRAIK/K/IRRR
Variabie Fare Demand Bonds Tovear AR WD
P Fund Target Rate — 304t NRnsiutonal
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State of Senior Living Capital Markets

LOC Trends

$3,000

= Most banks with experience in

senior living have significantly $2:500
limited their activity ’
- Activity is strongest for $2,000

highest credit quality
borrowers (‘BBB’ and ‘A’ $1,500 ,,\/\/

- Many foreign banks have $1,000

exited the business

with limited activity among $500

those who remain

categories)
= Regional banks dictate intensity of activity with few banks specializing nationally
= Inclusion of other banking business: critical (domestic banks)
= Market for start-up CCRC’s: non-existent
= Negotiating LOC renewals and working with bank syndicate groups: especially challenging

(In Millions)

-

1090
1991
1902
1003
1004
1995
1996
1007
1008
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

QURCE, Thomson Financial Securities Data as of 1/7/11
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State of Senior Living Capital Markets

LOC Trends (cont’d)

LOC-Backed Debt

* NolOC- Temporary vs. Permanent
backed $900,000,000 -
temporary $800,000,000 ermanent |

debt sinCe _ $700,000,000 oTemporary
£ $600,000,000 -
2008 S sso0000000-
‘;saoo,oou‘aoo—
« Bank Q- $300,000,000
participation :xggzzﬁ
in alternate e
financing § 5 % 8 % £ 8 B B B G
methods for D
temporary Issue Year &
debt Senior Living:Ziegler Underwritien

Source: Research from the Senior Living Finance Team of Ziegler Capital Markets
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State of Senior Living Capital Markets

LOC Trends (cont’d)

Senior Living Letter of Credit Fees & Terms

All Ratings

4.00%

A Category

L] EchCategory 2009-2010 Terms:
4 ategon

3:50% 11 & New Carpas - Temp Debt BBBA&;?VBWS

New Campus - Perm Debt -5 Yrs
3.00%

1996-2007 Terms: 2008 Terms:

2.50% 4 BBB& NR: 5 Yrs BBB & NR: 3-5 Yrs

A:5Yrs A:5Yrs
2.00%

150% +—P—F—— | — | -

1.00% -
=i
0.00% T T T T T T T

1996~ 1998- 2000~ 2002- 2004~ 2006- 2008 2009 2010
1997 1999 2001 2003 2005 2007

Source: Ziegler Senior Living Finance Research; 09.15.10
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State of Senior Living Capital Markets

Capital Structure Considerations

Advantages Disadvantages
Loan to
Value

Requirements

Additional/ Additional
Tighter Non-Credit
Covenants Business
All-in Variable Commitment/ Unstable
Interest Rate Renewal Counterparty Capital
- Risk
Risk Costs

76

State of Senior Living Capital Markets

Alternative Financing Options

e FHA/HUD “LEAN”, Fannie Mae and Freddie Mac, and
Federal Home Loan wrap

* Floating Rate Notes
« Temporary Debt Replacement

- Accelerated Redemption Reset Option Securities (ARROSM)
- Tax-Exempt Mandatory Paydown Securities (TEMPSSV)

yad

State of Senior Living Capital Markets

Fixed Rate Markets

REALITY CHECK

* Housing Market

= Commercial Real Estate
» Credit Risk

« Uncertainty

78
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State of Senior Living Capital Markets
Fixed Rate Markets

TOTAL MUNICIPAL

Healthcare

SOURCE: Totals from Thomson Securites Data as of /8/10; Municipal Totalfrom The Bond Buyer as of 1/4/10 79

e — : |
State of Senior Living Capital Markets
Historical Interest Rates
Asof 1/7/11
MMD 30-Year
"AAA"
30-Year “AAA” MMD v o
8.00 Avg 5.27%
750 } Current: 4.74%
7.00 -~
6.50
6.00
5.50 A Y 1
500 ¥ WA A—— L1
450 —— T
4.00 |
350 4 MMD 30-Year "Ama" |
30— 77T T T T T T T T T T T T T T
23823 L8582 339838858834
O 00O 000000 00 OO0 0 o0 0 0 o0 O O o o
A Hd d A Hdd 44N NN
Source: Thomson Financial Municipal Market Monitor 80

State of Capital Markets

Historical Interest Rates

* Net assets have surpassed pre-crisis levels

(In Millions) Changes in Municipal Bond Fund Asset Values (1996 - 2010)
$550.000

$500.000 $496 -5B

$450.000

$400.000

$350.000

$300.000

$250.000

Net Assets

$200.000 B S B
A
s
3

© D )
) O O
K Gl

S & & &
K S & & & &

S

Source:_Investment Company Institute as of Nov 20/10 81
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State of Capital Markets

Municipal Bond Funds Flows

« Narrow view All Municipal Bond Funds
of last In/Outflows Monthly In/Outflows
(000s) January 2009 - December 2010
twenty-four 610000000
months
$8,000,000
« Overall 6,000,000
significant 4,000,000
positive 2000000
inflows over 000
the last 0
twenty-four 52,000,000 |
months
-$4,000,000
-$6,000,000
-$8,000,000

Source: LipperFH Data Services as of 12/29/10

State of Capital Markets

High Yield Municipal Bond Fund Flows

High Yield Municipal Bond Fund

Monthly In/Outflows
InfOutflows ($000s)

2007 - 2011*
$2,000,000
$1,500,000
$1,000,000
$0
($500,000)
($1,000,000)

“Monthly Flows are estimated from reported weekly infoutflows.

Source: LipperFMI Data Services as of 1/5/11 83

State of Capital Markets

Municipal Market Visible Supply

= Visible supply

has declined Bond Buyer Municipal Market Visible Suppy
B Four-Week Moving Average
since 2008 2007 2010
20
- Build America v
Bond issuance
has reduced the *

overall supply of
general market
municipals

= Lower supply
helps maintain
downward

5555588888 883828388S3 3
pressure on §8355:585388:8838E88¢83
yields
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State of Capital Markets

Municipal Bond Fund Landscape

Traditional High Yield Sectors

High

Relative Spread

o |

NS RN PN o 5 & & O
é(ﬁ‘ & F & EE Oeo OQO & & &
» F S & v & [OARCEN NN
K X & O o O & &
) & &S
o> > % O <
@) (S o& \s
< &
Source: Ziegler High Yield Desk B
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State of Senior Living Capital Markets

Historical Interest Rates

= 30-Yr NR New|
Tech Bubble Real Estate Bubble / \ Campus

| /N |\ i
[\ [ {l—zome

AN e

\_ JdpvW ;\

\’V/ v N\ A —— 30 A

—— Revenue
T L Bond Index
4.00 \/ e ——30 Year AAA
3.00
23 3838858888882 88588¢8 3 W
83388388823 8 g8 8 8 8 8 3 g MMD
8888888885888 REEREREER
NR = Non Rated
Source: Research from the Senior Living Finance Team of Ziegler 86

State of Senior Living Capital Markets

Historical Interest Rates (cont’d)

= Greater rate benefit gained by achieving an investment grade rating

1250 — .
Senior Living Rates: Visual Spread
— 30-Yr NR New|
11.50 Campus
1050
——30-Yr NR-

9.50 h'\
- A —
s
550 %”\_\ W M % /
450 \7':/?/\“/"\/ 30-Yr MMD

3.50 NR = Non-Rated
2006 2007 2008 2009 2010 2011
Source: Reseatch from the Seor Living Finance Team of Ziegler 87
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State of Senior Living Capital Markets
Historical Interest Rates (cont’d)

As of 1/7/11
" Nop-rated o
N - - ituti Max 10.75 7.00
g‘gé?i"r‘]’é”?nthe 30-Yr Non Raf;:(-i Institutional Lﬂ\"; 3:(2)2 ;‘:;g
higher rated 30-Yr “AAA™ MMD Current 7.50 5.20
yields 1200 ‘
10.00 l 1
« Decline in MMD f\ e |

singe Jamuary [ e
7, 2011, 6.00 ——— -

currently 4.92%

400 120 vearand
as of 1/13/11 o
2.00
0.00 ‘
B A O A A A
egsssssesse8e83885888¢8
SESEEEEEEERRRRRRRRRRERE
Source: Research from the Senior Living Finance Team of Ziegler 88

State of Senior Living Capital Markets

Current Interest Rates

Senior Living Interest Rate Ranges
Tax-Exempt Revenue Bonds ()

SENIOR LIVING AVERAGE LONG- [ 0o ALLIN AVERAGE RATE | SPREADTO

FINANCING STRUCTURES TERM INTEREST | “SF00 | INTEREST SPREADTO | REVENUE BOND
(nsurers Ratings: Fitch/S&P/Moody's) | RATE RANGES (2) cosT “AAA" MARKET*

Unrated - Start-Up C 8.25% - 8.75% - 8.25% - 8.75%| +351 to +401| +281 to +331
Unrated - Existing Stable C 7.25% - 71.05% - 7.25% - 7.75%| +251 to +301| +181 to + 231
Unrated - Ziegler Retail 7.25% - 7.05% - 7.25% - 7.75%| +251 to +301| +181 to +231

" Rated (Fitch, S&P or Moody's) |7.000% -_7.15% - 00% - 7.15% | + 226 to +241| +156 to + 171

A" Rated (Fitch, S&P or Moody's) _|6.625% - 6.875%) [6:63% - 6.88%| + 189 to +214 | + 119 to + 144
"AA" Rated (FHA) 6.30% - 6.50% 80% - 7.00% | +206 to +226 | +136 to + 156

"AA" Rated (Fitch, S&P, Moody's) | 5.90% - 6.10% [590% - 6.10%| + 116 to +136| + 46t0 + 6§
"AAA" Rated (FHA) 535% - 565% 00% - 6.30%| +126 to +156| + 56to + 86

(1) Non-state specific
(2) Long-term (25-30 Yr), fixed rate

Source: Research from the Senior Living Finance Team of Ziegler as of U7/11 89

11. Determining whether you have what it takes
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Organizations are evaluating whether
they have what it takes

= Still significant economic uncertainty with a tenuous
lending environment

« Increasing number of organizations “raising their

hands” to seek affiliations

- Some seeking affiliation in order to accomplish strategic
goals

- Most seeking affiliation because of financial pressure

- Decreasing number (none?) of new non-profits emerging

- Strategic senior living providers are examining/changing
corporate structures in order to facilitate
growth/change

91

Organizations are Evaluating

Evidence

CCRCs (and other property types) are increasingly on the market
Drivers are: single-sites who are raising their hands, credit
challenged situations, hospital dispositions

Total

Project Names cit State | Units | Type of Disposition Acauiring Organization
Carlton Cove (now Magnolia Trace) Funtsuile AL 267 Credit Challenged _ ACTS Refirement.Life Comm.
[East Ridge Retirement Village Miami FL 332 "Handaising” ‘SantaFe Health Care
Covenant at South Hils Pittsburgh PA 242 Bankupicy Concordia Lutheran Ministries
[Recds Landing Sprngfeld MA 218 Bankmupicy Loomis Commurities
The Sciipps Home Altadena CA 296 ‘Hand-aising” “The Episcopal Home Communities
[The Admiral Chicago L 169 "Handraising’ The Kendal Corporation
Stapeley in Germantown Germantown  PA 242 "Hand-raising" Wesley Enhanced Living
PUMH Hockessin DE 798 “Handraising” ACTS Retirement.Life Comm.
Heron Point Chestertown ___MD__ 261 "Hand-aising” ACTS Retirement-Life Comm.

Systems are typically the
organizations acquiring
For-profits are active in the
o] acquisition area

92

Organizations are Evaluating

Evidence (cont’d)

Locations

19801984 19851089 19901994 19951999 20002004 20052000 2000

= Nearly 200 transactions in the last 20 years

- How many were hand-raisers?
- How many were acquired by for-profits?

Source: 2010 A i 112/31/09)

93

31



Organizations are Evaluating
Evidence (cont’d)

2010 AZ 100
Acquisition Types

2010 AZ 100 Acquisitions 2010 AZ 100 Acquisitions 2010 AZ 100 Acquisitions
1980-2009 1990-2009 2000-2009
4%
N=218 N =185 N =128

Source: 2010 AAH 112/31109) 94

Could You Be/Become a Hand-Raiser?

= Growing operational/financial issues
- Occupancy declines
Expenses out of alignment with

revenues E
- Dependence on cash reserves that Y
“dry up” for various reasons

= Leadership turnover anticipated
« Complex redevelopment projects
needed

= Challenges emerging in access to
capital in an asset-intensive business,

with aging physical plants

95

Could You Be/Become a Consolidator?

« Desire to grow
- Perhaps without needed capital

available
J —
« Desire to add services \( 2

- Already capably provided by another
organization

= Desire to grow in a market with high
barriers to entry
- acquisition may be the cheapest
admission ticket
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