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Disclaimer

THIS PRESENTATION WITH RESPECT TO BROOKDALE SENIOR LIVING INC (“BKD” OR THE “COMPANY”) IS FOR GENERAL INFORMATIONAL PURPOSES ONLY. IT DOES
NOT HAVE REGARD TO THE SPECIFIC INVESTMENT OBJECTIVE, FINANCIAL SITUATION, SUITABILITY OR PARTICULAR NEED OF ANY SPECIFIC PERSON WHO MAY
RECEIVE THIS PRESENTATION, AND SHOULD NOT BE TAKEN AS ADVICE ON THE MERITS OF ANY INVESTMENT DECISION. THE VIEWS EXPRESSED HEREIN
REPRESENT THE OPINIONS OF SANDELL ASSET MANAGEMENT CORP. (“SANDELL” or “SAMC”), AND ARE BASED ON PUBLICLY AVAILABLE INFORMATION AND SAMC
ANALYSES. CERTAIN FINANCIAL INFORMATION AND DATA USED HEREIN HAVE BEEN DERIVED OR OBTAINED FROM FILINGS MADE WITH THE SEC BY THE COMPANY
OR OTHER COMPANIES CONSIDERED COMPARABLE, AND FROM OTHER THIRD PARTY REPORTS.

SAMC HAS NOT SOUGHT OR OBTAINED CONSENT FROM ANY THIRD PARTY TO USE ANY STATEMENTS OR INFORMATION INDICATED HEREIN AS HAVING BEEN
OBTAINED OR DERIVED FROM A THIRD PARTY. ANY SUCH STATEMENTS OR INFORMATION SHOULD NOT BE VIEWED AS INDICATING THE SUPPORT OF SUCH THIRD
PARTY FOR THE VIEWS EXPRESSED HEREIN.

EXCEPT FOR THE HISTORICAL INFORMATION CONTAINED HEREIN, THE MATTERS ADDRESSED IN THIS PRESENTATION ARE FORWARD-LOOKING STATEMENTS
THAT INVOLVE CERTAIN RISKS AND UNCERTAINTIES. YOU SHOULD BE AWARE THAT ACTUAL RESULTS COULD DIFFER MATERIALLY FROM THOSE CONTAINED
IN THE FORWARD-LOOKING STATEMENTS. SAMC DOES NOT ASSUME ANY OBLIGATION TO UPDATE THE FORWARD-LOOKING STATEMENTS.

THERE IS NO ASSURANCE OR GUARANTEE WITH RESPECT TO THE PRICES AT WHICH ANY SECURITIES OF THE COMPANY WILL TRADE, AND SUCH SECURITIES MAY
NOT TRADE AT PRICES THAT MAY BE IMPLIED OR STATED HEREIN. THE ESTIMATES, PROJECTIONS AND PRO FORMA INFORMATION SET FORTH HEREIN ARE BASED
ON ASSUMPTIONS THAT SAMC BELIEVES TO BE REASONABLE, BUT THERE CAN BE NO ASSURANCE OR GUARANTEE THAT ACTUAL RESULTS OR PERFORMANCE OF
THE COMPANY WILL NOT DIFFER, AND SUCH DIFFERENCES MAY BE MATERIAL. THIS PRESENTATION DOES NOT RECOMMEND THE PURCHASE OR SALE OF ANY
SECURITY. SAMC RESERVES THE RIGHT TO CHANGE ANY OF ITS OPINIONS EXPRESSED HEREIN AT ANY TIME AS IT DEEMS APPROPRIATE. SAMC DISCLAIMS ANY
OBLIGATION TO UPDATE THE INFORMATION CONTAINED HEREIN.

UNDER NO CIRCUMSTANCES IS THIS PRESENTATION TO BE USED OR CONSIDERED AS A SOLICITATION OF A PROXY OR A COMMUNICATION INTENDED TO RESULT
INTHE PROCUREMENT, WITHHOLDING OR REVOCATION OF A PROXY OR AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY SECURITY. PRIVATE
INVESTMENT FUNDS ADVISED BY SAMC AND ITS AFFILIATES CURRENTLY HOLD SHARES OF COMMON STOCK OF THE COMPANY. SAMC MANAGES INVESTMENT
FUNDS THAT ARE IN THE BUSINESS OF TRADING - BUYING AND SELLING - PUBLIC SECURITIES. IT IS POSSIBLE THAT THERE WILL BE DEVELOPMENTS IN THE
FUTURE THAT CAUSE SAMC AND/OR ONE OR MORE OF THE INVESTMENT FUNDS IT MANAGES, FROM TIME TO TIME (IN OPEN MARKET OR PRIVATELY NEGOTIATED
TRANSACTIONS OR OTHERWISE), TO SELL ALL OR A PORTION OF THEIR SHARES (INCLUDING VIA SHORT SALES), BUY ADDITIONAL SHARES OR TRADE IN OPTIONS,
PUTS, CALLS OR OTHER DERIVATIVE INSTRUMENTS RELATING TO SUCH SHARES.

SAMC ALSO RESERVES THE RIGHT TO TAKE ANY ACTIONS WITH RESPECT TO ITS INVESTMENT IN THE ISSUER AS IT MAY DEEM APPROPRIATE, INCLUDING, BUT
NOT LIMITED TO, COMMUNICATING WITH MANAGEMENT OF THE COMPANY, THE BOARD OF DIRECTORS OF THE COMPANY, AND OTHER INVESTORS. NEITHER
THIS PRESENTATION NOR ANYTHING CONTAINED HEREIN IS INTENDED TO BE, NOR SHOULD IT BE CONSTRUED OR USED AS, INVESTMENT, TAX, LEGAL OR
FINANCIAL ADVICE, OR AN OPINION OF THE APPROPRIATENESS OF ANY SECURITY OR INVESTMENT.
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Brookdale Senior Living Inc. (BKD): Unlocking Shareholder Value

Executive Summary: The Sandell Plan

= Believe Brookdale Senior Living Inc. (“BKD” or the “Company”) trades at a material discount to its intrinsic value with significant embedded real estate value

— 0wns 42% of its senior living units with abundant capital deployment opportunities, “many located in major in-fill markets with high barriers to entry” @
— Strong underlying industry fundamentals with the combination of an aging US population and increased housing and financial asset wealth

— Believe dated corporate governance impedes shareholder franchise, contributing to discount valuation

= Step 1: Committo releasing value of owned real estate amid strong market demand for senior living real estate assets through PropCo/OpCo structure

— Believe significant valuation arbitrage exists between owned and operated assets with major Healthcare REITs (“HC REIT”) trading at premium valuations
— Valuation of BKD’s senior living assets driven by 80%+ private-pay and favorable local market supply/demand dynamics

— Enviable capital deployment opportunities provide ample pipeline to grow net operating income (“NOI”) of owned real estate assets

— Timing is paramount given lengthy process to obtain Internal Revenue Service (“IRS”) private letter ruling (“PLR”)

— Commit to separating owned real estate portfolio into REIT and distribute it to shareholders via tax free spin-off — immediately file request for PLR from IRS

= Step 2:Due to integration missteps. upgrade corporate governance structure, improving management accountability and shareholder franchise

— Current corporate governance structure is a holdover from Fortress Investments Funds (“Fortress”) ownership with limited shareholder rights

— With Fortress Board resignation, believe corporate governance structure and Board composition deficient in quality and independence

— Five of eight Board members not truly independent, in our view, with ties to BKD and predecessor companies, all with limited real estate or REIT expertise
— Executive compensation has no direct relationship (absolute or relative) to share price performance, no options plan to reward for share price growth

— Multiple actions required in face of integration missteps to revamp Board and improve management accountability

Sandell Estimates Intrinsic Value of up to $49/Share by Employing the PropCo/OpCo Structure

Source: Company filings, Internal Work, (1) December 2014 Company Update VAV
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BKD: Unlocking Shareholder Value

Company Overview

= BKD isthe premier operator/provider of private-pay, senior living solutions to the wealthier, growing 75+ age cohortin the US

— Company fundamentals driven by need for independent and assisted living options as population ages and requires increased companionship and help

— Given 80%+ private-pay, increasing economic wealth (e.g., pensions, 401k) and housing wealth directly drives BKD occupancy and rent growth

— With the Emeritus Senior Living (ESC) Transaction closed, BKD solidified its place as the #1 US operator of senior living facilities in terms of size and quality
— Integration of ESC should improve occupancy, growth, national branding and reach of ancillary business including home health, therapy and hospice services

— Furthermore the HCP JV/Restructuring cleaned up BKD’s financial and operational picture while bolstering its relationship with a top-tier HC REIT

= Brookdale is the largest owner-operator of senior housing in the U.S with
approximately 1,150 properties and 111,000 units

= Brookdale generated 2013 proforma revenue of $5.0 billion with over 80% from
private pay sources

Diversified Product Mix Diversified Operating Model

(Units) (Units)
(% of Total) (% of Total)
Independent Mansged
Living
58 593 Assisted
' Living
53%
Leased
Care
Delivers Care and Sanior-Housmg in 4 Congregate Significant Owned Real Estate
Settings
Source: Company filings, Internal Work AN
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BKD: Unlocking Shareholder Value

Company Overview: Simplified Unit Mix Through ESC Transaction and HCP JV/Restructuring

=  With the closing of the ESC Transaction and HCP JV/Restructuring, the mix of BKD’s units significantly improved, reducing volatility and increasing profitability

— Outright ownership of units increased from 19k to 35k with many of the added ESC units having profitable capital deployment opportunities

— Underperforming units leased from HCP were restructured in partnerships to improve profitability and future outperformance

— Entry-fee continuing care retirement community (CCRC) HCP JV simplified BKD’s financial and operating picture

Estimated Unit Breakdown Post ESC merger and HCP transactions (111,100 Units In Total)

- ESC related leases, mutually beneficial amendment with HCP
- Rent reduction, coupled with elimination of purchase options

12,800 units: Amended HCP 153

Leased (¥
Approx 48,000 - Main landlords are US/Canadian REITs

35,200 units: NNN Leased - Approx 4,000 units subject to bargain purchase options
- 4,355 units subject to fair market purchase options

15,500 units: Managed - Subject to 3rd party management contract
-100% leased from HCP

5,400 units: RIDEA HCP JV - BKD receives management fees, all ancillary revenues

Managed ‘¥ - Future participation of 20% of cashflows 2017 and beyond

Approx 27,900

- 14 units Entry-Fee CCRCs owned by BKD/HCP JV (51%/49%)
- Previously 8 owned, 2 leased and 4 managed
7,000 units: CCRC HCP JV - Off BKD balance sheet
- Virtually eliminated Entry-Fee CCRC exposure (complex accounting)
- Reduced skilled nursing exposure (Medicaid/Medicare payer)

-42% of owned/leased properties (exManaged properties)
Oowned ¥ - Located in major in-fill locations
Approx 35,200 - Excludes owned real estate in CCRC HCP JV
- Approx 19k units from BKD and 15k units from ESC

(1) based on September BKD presentation and 3Q earnings results
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BKD: Unlocking Shareholder Value

Company Overview: National Footprint With Unparalleled Scale

National footprint brings significant advantages in operating, resource allocation and marketing that can be levered by successful integration of ESC

— Scale enhances ability to quickly respond to supply/demand changes in local market as resources can be immediately deployed to counter competition

— Ability to profitably add ancillary services on top of existing network differentiates offering, taking advantage of fixed cost asset base

— Despite reduction in 2015 CFFO guidance, believe that integration issues will subside and cost and revenue synergy opportunity will be significant

Significant Geographic Coverage

Combined portfolio reaches 330 markets, covering 81% of the U.S. population
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‘ ' Presence in 88 of the

top 100 markets

Substantial
economies of scale —
operating cost
advantage, resources
to invest in innovative
technologies

® Brookdale Locations

Source: Company filings, Internal Work

Top 10 Operators — Number of Units

Mumber of Units

120,000

100,000

80,000 -

20,000
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BKD: Step 1, Commit to Surfacing Value of Real Estate Through PropCo/OpCo

lllustrative Case: PropCo/OpCo Structure

Brookdale Senior Living

$1.3bn EBITDAR Senior Living Owner/Operator
1,147 Communities, 111,100 Units in Total, 100% US
80%+ Private Pay Residents
Completed Emeritus Senior Living (ESC) Transaction
Innovative HCP Inc. (HCP) JV/Restructuring
Expects to Pay Cash Taxes in 2017
42% of Non-Managed Units are Owned

PropCo Valuation Asset-Light OpCo Valuation
$490m in Supportable Property Level NOI for REIT $225m Cash Earnings After New Lease Expense
Significant Capital Deployment Opportunities Continued Use Of Remaining Tax NOLs
High Scarcity Value as Last Remaining Large Portfolio Minimal Debt On Balance Sheet
Underlying Healthcare Real Estate Fundamentals Strong 51% Ownership Of Entry-Fee CCRC HCP JV
Historically Low Cap Rates and High Valuations Dynamic Ancillary Service Offering
PropCo Equity Value Per Share: $34 Asset-Light OpCo Value Per Share: $15

Surfacing Value of Real Estate in lllustrative PropCo/OpCo Structure Yields Approximately $49/Share Intrinsic Value

Source: Company filings, Internal Work PIAATSN
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BKD: Step 1, Commit to Surfacing Value of Real Estate Through PropCo/OpCo

Structures: Several Paths to Surface Real Estate Value, PropCo/OpCo Most Straight Forward

= Several public companies have recently committed to realizing the significant and growing value of their owned real estate

— Compared to many of these firms, BKD’s underlying operating business benefits from strong secular growth tailwinds and better supply/demand dynamics

— With the IRS recently lifting its moratorium on real estate related PLRs, the PropCo/OpCo structure remains most suitable

IRS Private Letter Ruling (PLR) Required

)
I
2 REIT IPO PropCo/
UED 5 / SPIN OpCo
n 't’ ‘ NN N i
S5 ourrmonr IO
3 S
g RIDEA ;
s 5 5 s .
3 3 ponsored REIT Spin
e z 3 REIT @ / RMT @
~c C g
R 2
2
K Sale
/ Leaseback
Mortgage RED LOBSTER
Financing FRESH FISH : LIVE LOBSTER
Internal f
e HUDSON'S BAY
=
o . ’
s | Dillard’s

Less IRS and 3™ Party Dealings More

Source: Company filings, Internal Work (1) internal REIT structure with partial private sale to demonstrate REIT valuation, (2) REIT spin combined with
acquisition of public REIT to increase scale, diversify tenant base and preserve tax efficiency AN
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BKD: Step 1, Commit to Surfacing Value of Real Estate Through PropCo/OpCo

lllustrative Case: PropCo/OpCo Structure Valuation Matrix

= Intrinsic value of $49/share reflects strong industry fundamentals and potential for both organic (investment) and inorganic (M&A) growth for PropCo and OpCo

Capitalization Rate For PropCo

6.50% 6.25% 6.00% 5.75% 5.50% 5.25% 5.00%

8.0x 34.00 35.00 37.00 39.00 41.00 44.00 46.00

9.0x 35.00A 36.00 38.00 40.00 42.00 45.00 47.00

§_ 10.0x 36.00 37.00 39.00 41.00 46.00 48.00
o
S

%‘0 11.0x 37.00 38.00 40.00 42.00 47.00 49.00

2 12.0x 39.00 40.00 42.00 44.00 46.00 51.00
i)
a

13.0x 40.00 41.00 43.00 45.00 47.00 52.00

14.0x 41.00 42.00 44.00 46.00 48.00 53.00

Current Price Base Case Intrinsic Case

Source: Company filings, Internal Work VAV
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BKD: Step 1, Commit to Surfacing Value of Real Estate Through PropCo/OpCo

PropCo Valuation: Cap Rate Justification

= As aresult of declining interest rates and a global search for vield, HC REIT cap rates have compressed along with the real estate industry

— Recent transactions of private-pay independent living facilities have had cash cap rates of 5.5% reflecting competitive nature of bidding

— In our view, cap rate expectations for senior living assets should remain low as a result of favorable supply/demand characteristics and US economic growth

— Furthermore, we believe low global interest rates are driving more capital to US REITs with a desire for liquid, yield-based alternatives

Healthcare REIT Cap Rates

17.5%

15.5%

13.5%

11.5%

9.5%

7.5%

5.5%

i

Source: Company filings, Internal Work, Chart Information From Morgan Stanley November 3' Valuation Analyst

Report, (1) Sabra Health Care’s October 2014 purchase of Holiday portfolio for $550m at 5.5% cash cap rate
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BKD: Step 1, Commit to Surfacing Value of Real Estate Through PropCo/OpCo

PropCo Valuation: Cap Rate Justification Cont’d

= Based on our estimates, private-pay Independent Living (IL), Assisted Living (AL) and Memory Care units trade at implied 5.00%-5.50% cap rates

— BKD’s unit mix is almost 95% IL, AL and Memory Care

= Qverall cap rates for the big three HC REITs are 5.5%-5.8%; however, given their mix of assets, implied cap rates for IL/AL are lower
— 23%-36% of HC REIT NOI comes from higher cap rate units (skilled nursing/hospitals) that have limited conversion potential and Medicare/Medicaid payers
— IL/AL units command premium valuation and lower cap rates as a result of 1) private-pay nature, 2) conversion potential and 3) supply/demand dynamics
— Furthermore, IL/AL unit valuations benefit from a wealthy and growing 75+ age US population with appreciating financial/housing assets

— Ability for PropCo to consolidate fragmented senior living assets and engage in M&A will help diversify tenant base aiding valuation

Market Ent Net Cap EV/'15 P/'15
Public Healthcare REITs Cap Value Debt® Ratings Rate @ EBITDA AFFO DivYield
HCP Equity HCP  HCPINC 21,948 31,371 9,423 BBB+ 5.8% 17.4x 18.0x 4.7%
HCN Equity HCN  HEALTH CARE REIT 27,259 37,936 10,677 BBB 5.7% 17.7x 21.3x 4.0%
VTR Equity VTR  VENTASINC 26,173 36,815 10,642 BBB+ 5.5% 18.3x 18.9x 3.9%
Averages 5.6% 17.8x 19.4x 4.2%
Public US Senior Living Companies
BKD Equity ~~ BKD BROOKDALE SR 6,236 11,89 5,660 12.5¢
CSU Equity CSU  CAP SENIOR LIVIN 702 1,340 639 16.5x 13.7x

Estimated NOI Breakout Among Types of HC Real Estate

Healthcare Skilled Ind/Asst Liv  Ind/Asst Liv Life Science / Medical Estimated
REITs Nursing Hospital NNN RIDEA Other Ofc Blds Cap Rate
HCP 31.0% 5.0% 34.0% 3.0% 14.0% 13.0% 5.8%
HCN 18.0% 5.0% 27.0% 34.0% 0.0% 16.0% 5.7%
VTR 19.0% 7.0% 26.0% 31.0% 2.0% 15.0% 5.5%
Est Cap Rates 7.00% 7.00% 5.50% 5.00% 4.50% 5.25%
Source: Company filings, Internal Work, (1) BKD EV includes BV of CCRC HCP JV (2) Estimated cap rate, figures in millions PIAATSN
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BKD: Step 1, Commit to Surfacing Value of Real Estate Through PropCo/OpCo

PropCo Valuation: Timing Ideal With BKD Initiatives Complete and Multiple Differential At Wides

= BKD mustact now with 1) majorinitiatives complete, 2) IRS REIT moratorium lifted and 3) average HC REIT forward cash flow multiple trading at 7.4x premium

20.0x

18.0x

16.0x

14.0x

12.0x

10.0x

HC REITs Mean Forward Cash Flow Multiple (LHS)
Multiple Differential (RHS) /
K/ 4
. 'J
BKD Forward Cash Flow Multiple (LHS)
¢ < ¥ ¢ 9w < ¢ = <« ¢ < < ¢ < =« ¢ <« ¢ = w < ¢ < i
S 8 8§ £ 8§ 8 8§ £ 8 §E £ 8 B & 8B 8 &8 &8 g &8¢t ¢& ¢t &
S ® 5 & ® S § § ¥ § S §F E S §F I § T s e T F e
§ § &8 F§ 3 5 3 &8 3 & 2 &8 5 & 5 2 5 28 2 8 g 8 3 8

Source: Company filings, Internal Work
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Key Initiatives / Dates

1. Feb 20th, 2014:
Announcement of ESC
Transaction

2. Apr 24th, 2014:
Announcement of HCP
JV/Restructuring

3. May 28th, 2014:
Fortress Sale of Stake

4. Jun 26th, 2014:
IRS Lifts REIT Moratorium Re-
Starting PLR Process

5. Jul 31st, 2014:
Closing of ESC Transaction

6. Sep 2nd, 2014:
Closing of HCP JV/Restructuring

7.4Q14, 2015:

Significant Expansion in Multiple
Differential Between Owned
and Operated Healthcare Real




BKD: Step 2, Upgrade Corporate Governance Structure

Corporate Governance: Move to Best-Practices Along With Other Industry Leaders

= We believe BKD’s corporate governance structure falls short of industry ‘best-practices’, limiting the rights of the true owners of the Company, the shareholders

= |n comparison to other leading healthcare industry participants, we believe BKD’s shareholder franchise is severely impaired
— Staggered board protects Director seats over shareholder rights, requiring a 2-3 year period to replace Board
— Limiting Director dismissal to ‘Cause’ does not allow Board changes due to need for more experience/expertise or shareholder representation
— No shareholder action by written consent or calling of special meetings unduly delays change when most needed

— 80% to remove Directors is onerous compared to industry standards, reducing Director accountability to shareholders

Annually Director Action by Ability to Call % Vote to
Elected Dismissal Written Special Remove
Company Industry Directors? Without Cause? Consent? Meetings? Directors

Senior Living
Operator

Brookdale Senior Living Inc

HCP HCP Inc Healthcare REIT \/ 67%
Formerly PE-Owned
HCA HCA Holdings Inc yH v 50%
Hospital
MAR Marriott International Inc Asset-Light OpCo X 67%

Source: Company filings, Internal Work
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BKD: Step 2, Upgrade Corporate Governance Structure

Board Composition: Need REIT/Real Estate Expertise Post Fortress Exit

= |nourview, with resignation of Fortress Directors, BKD Board is deficient in both real estate experience and independent shareholder representation

— Of remaining eight Board members, only three have no connection to BKD or previous Company acquisitions
— These three ‘independent’ Directors seem to have little relevant operating experience and limited interaction with capital markets

— Most Directors are either Self-Employed or Retired with potentially undue reliance on Board fees as income (ranged from $147k to $268k in 2013)

Relevant Experience
Real Senior Public Capital Last Operating Role /

2013 Directors 2014 Directors Estate Living Company Markets Indep? Industry / Year Current Occupation

Wesley R. Edens

—3 Andy Smith

Randal A. Nardone

Greenpoint Financial
JeffreyR. Leeds Chair: Jeffrey R. Leeds X X \/ \/ Y Ba:king /2004 / Retired
. . Ex-ImBank / Self-Employed /
Jackie M. Clegg Jackie M. Clegg x x ‘/ ‘/ Y Govt Agency / 2001 Strategic Consultant
Mount Sinai Medical / Employed /
Dr. Samuel Waxman Dr. Samuel Waxman X X X X Y Professor / 2014 Mount Sinai Medical

FBMS Financial /
Frank M. Bumstead Frank M. Bumstead X \/ \/ X N Inv Advisor / 1998
Ex-Director Acquired Company

Self-Employed /
Musician Representation

Self Employed /

Mark J. Schulte Mark J. Schulte X v v X N Ex-CEO BKD Lawyer

Seafield Capital /
James R. Seward James R. Seward X \/ \/ X N Inv Holding Company / 2000
Ex-Director Acquired Company

Self-Employed /
Private Investor

W.E. Sheriff —3p Granger Cobb

Source: Company filings, Internal Work PIAATSN
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BKD: Step 2, Upgrade Corporate Governance Structure

Executive/Director Compensation: Modifications Required to Tie to Share Price

= Executive compensation has no relation to absolute or relative share price performance

— With no tie to absolute share price performance, manager compensation is wrongly de-linked from owner (shareholder) compensation
— Compensation tied to a relative total shareholder return (TSR) metric is industry-standard for measuring manager performance
— With no stock options as compensation, management has no incentive to absolutely increase share price

— Current plan may have been appropriate with PE owner; however, it is less suitable for current shareholder base

= CEO’s $3.25m ‘stock award’ is 46% linked to time-based metrics and 54% linked to performance statistics, discouraging unlocking value through real estate
— Time-linked remuneration rewards CEO for ‘not making any mistakes’ as opposed to unlocking shareholder value
— Performance-linked remuneration is tied to 3-year CFFO CAGR and 2-year ROl on Project Max initiatives - neither related to real estate or shareholder value

— With shareholder’s and sell-side analyst’s constant focus on 1) real estate and 2) share price, we believe the Board’s approval of executive package with no
relationship to these two inputs demonstrates a complete breakdown of Director accountability to shareholders, the true owners of the Company

= For Director compensation, it important to note that, in contrast with other Directors, the Fortress Directors (Wes Edens & Randall Nardone) took no Board fees

Executive Compensation

Non-Equity Incentive Plan Comp

Same i

Stock Community Individual ! E

Name Position Base Salary Awards (3) CFFO NOI Growth Objectives Other Comp : Total
T Andrew Smith CEO “? 762,635 3,250,007 697,118 135,657 226,415 10,841 5,082,673
Mark W Ohlendorf  President & CFO 490,000 939,375 312,750 69,739 159,740 10,635 1,982,239

Source: Company filings.

(1) Note: T Andrew Smith appointed CEO Feb-2013; previously served as Exec VP, General Counsel and Secretary.

(2) Annual Base Salary of $825,000 pro rata for Feb-2013 appointment.

(3) Consists of both time-based and performance-based stock awards. AN
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BKD: Step 2, Upgrade Corporate Governance Structure

Increased Agency Costs: Changes With Respect to Benchmarking of New CEO Compensation

It seems to us as if the Compensation Committee (having no Fortress Directors) waited until after the resignation of the Fortress Directors to disclose that it did
not use any of information the compensation consultant provided to benchmark Andy Smith’s compensation as incoming CEO

February 11%, 2013 (8K): Andy Smith Employment Agreement filed
On February 11, 2013 (the "Effective Date"), Mr. Smith entered into an employment agreement with the Company (the "Employment
Agreement"). Mr. Smith's initial base salary will be $480,000 per year, which will be increased to $825,000 per year as of the date that his

service as CEO begins. In addition, Mr. Smith will have an annual cash bonus opportunity targeted at 125% of base salary, subject to the terms
of the Company's incentive compensation plan for senior executive officers.

April 30, 2013 (Proxy): Compensation Committee discussion on Andy Smith Employment Agreement

In August 2012, W.E. Sheriff announced his intent to retire as Chief Executive Officer once a successor was named and the transition process
was complete. During late 2012 and early 2013, the Committee engaged Chernoff Diamond to review the compensation of chief executive
officers at comparable companies and to assist the Committee in the development of a compensation package for the candidate ultimately
chosen by the Board of Directors to serve as the Company's Chief Executive Officer. The Committee may elect in the future to expand the scope
of the engagement of Chernoff Diamond or to retain another compensation consultant if it determines that doing so would assist it in
implementing and maintaining compensation plans and programs.

April 30, 2014 (Proxy): Compensation Committee discussion on Andy Smith Employment Agreement

In August 2012, W.E. Sheriff announced his intent to retire as Chief Executive Officer once a successor was named and the transition process

was complete. During late 2012 and early 2013, the Committee engaged Chernoff Diamond & Co. LLC, a third-party compensation consultant
(“Chernoff”), to review the compensation of chief executive officers at comparable companies and to assist the Committee in the development
of a compensation package for the candidate ultimately chosen by the Board of Directors to serve as the Company’s Chief Executive Officer.

The Committee took this information into accountin determining the compensation package that was ultimately provided to T. Andrew Smith
upon his appointment as Chief Executive Officer, but did not use the information to benchmark any element of his compensation. Chernoff
reported directly to the Committee and did not provide any other services to the Company.

Source: Company filings, Internal Work PIAATSN
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BKD: Step 2, Upgrade Corporate Governance Structure

Increased Agency Costs: Change in Tone With Respect to Real Estate

=  With the resignation of the Fortress Directors, the tone of management regarding real estate has changed FROM openly supportive of unlocking value for
shareholders TO expressing a desire to own it - this is despite a substantial increase in healthcare real estate values over the past two years

THEN: CFO Mark Ohlendorf’s commentary during Stephens Fall Investment Conference, November 2012 (Fortress on Board) - between
retirement announcement of previous CEO (W.E. Sheriff) in August 2012 and hiring of new CEO (Andy Smith) in February 2013 (D

“So, there's a number of different options that we have been exploring and continue to explore. We could monetize value in some way with an
existing REIT, all right. And we have three very large successful REITs in our world. They could buy our assets. They could buy our company.
Different tax consequences in different structures. We really can't convert to a REIT because in the healthcare world, any licensed health - this
kind of a horrible over simplification, but any licensed healthcare facility that is owned by a REIT where the REIT owns that operating income has
to be managed by an independent manager and there's all kinds of interesting tax structuring issues around what it means to be independent
and so forth. So the practical consequence of that is we could split into an OPCO/PROPCO so a REIT operating company but we can't convert to
a REIT. We really have to kind of split the business into those two. Obviously if you split the business into two companies, you're actually looking
for two CEOs, not one. So that's where you would get into a discussion where it might affect succession.”

NOW: CFO Mark Ohlendorf’s commentary during BoAML Conference, September 2014 (Fortress NOT on Board) - no commentary regarding the
value of the real estate to the shareholders of the Company @

“Yeah. All else equal, we would rather own it. The problem is all else is never equal. Cost of capital is never equal. The tax situation can be
different over time. Actually, the highest - well depend on the circumstance, the situation where you own the asset outright is the most flexible
structure, because again part of what we like to do is manipulate the assets, add on to the asset. We want to be free to dispose of it, although
that happens relatively infrequently, but we like to be able to redevelop things pretty aggressively, excuse me. And the most flexible structure to
do that is to own the assets.”

Source: Company filings, Internal Work (1) Bloomberg transcript VAV
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