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1 

 

 

Investment Represents; (i) the carrying amount of real estate assets and intangibles, after adding back accumulated depreciation and amortization less the value 
attributable to refundable entrance fee liabilities; and (ii) the carrying amount of direct financing leases (“DFLs”) and debt investments. Investment excludes land held 
for development and assets held for sale. Investment also includes the Company’s pro rata share of the real estate assets and intangibles held in its unconsolidated 
joint ventures, presented on the same basis, as of March 31, 2016.  

Net Operating Income from Continuing Operations (“NOI”) The Company believes Net Operating Income from Continuing Operations (“NOI”) provides investors 
relevant and useful information because it reflects only income and operating expense items that are incurred at the property level and presents them on an 
unleveraged basis. The Company uses NOI and cash NOI to make decisions about resource allocations, assess and compare property level performance, and 
evaluate its same property portfolio (“SPP”), as described below. The Company believes that net income (loss) is the most directly comparable United States (“U.S.”) 
generally accepted accounting principles (“GAAP”) measure to NOI. NOI should not be viewed as an alternative measure of operating performance to net income 
(loss) as defined by GAAP since it does not reflect various excluded items. Further, the Company’s definition of NOI may not be comparable to the definition used by 
other REITs or real estate companies, as they may use different methodologies for calculating NOI. 

NOI is defined as rental and related revenues, including tenant recoveries, resident fees and services, and income from DFLs, less property level operating 
expenses; NOI excludes all of the other financial statement amounts itemized below (see reconciliation on page 2 of this Appendix). Cash NOI is calculated as NOI 
after eliminating the effects of straight-line rents, DFL non-cash interest, amortization of market lease intangibles and lease termination fees. Cash NOI is oftentimes 
referred to as “adjusted NOI.” 

Portfolio Income Represents Cash NOI from real estate owned by the Company, including noncontrolling interests, interest income from debt investments and the 
Company’s pro rata share of Cash NOI from real estate held in its unconsolidated joint ventures for the three months ended March 31, 2016. Annualized Portfolio 
Income represents Portfolio Income for the three months ended March 31, 2016, multiplied by a factor of four. 

Pro Forma Investment Represents Investment as of March 31, 2016, pro forma for significant transactions that were announced on May 9, 2016, but that have not 
yet closed. Pro forma adjustments include the following in each respective investment type: (i) ($5.4) billion for the spin-off of the Company’s interests in 338 
properties (including 17 facility sales expected to close by the end of 2016 and potentially before completion of the spin off), primarily comprised of its HCRMC DFL 
investments and its equity investment in HCRMC OpCo (primarily senior housing triple-net and post-acute/skilled) and (ii) ($0.5) billion from the sale of a 40% interest 
in the RIDEA II joint venture (senior housing operating).  

Pro Forma Portfolio Income Represents Portfolio Income for the three months ended March 31, 2016, presented on an annualized run-rate basis, pro forma for 
significant transactions that were announced on May 9, 2016 but that have not yet closed. Pro forma adjustments include the following in each respective 
segment/sector: (i) ($119.8) million from the spin-off of the Company’s interests in 338 properties (including 17 facility sales expected to close by the end of 2016 and 
potentially before completion of the spin off), primarily comprised of its HCRMC DFL investments and its equity investment in HCRMC OpCo (primarily senior 
housing-triple net and post-acute/skilled) and (ii) ($9.9) million from the sale of a 40% interest in the RIDEA II joint venture (senior housing operating). Annualized Pro 
Forma Portfolio Income represents Pro Forma Portfolio Income for the three months ended March 31, 2016, multiplied by a factor of four. 

Same Property Portfolio (“SPP”) SPP statistics allow the Company’s management to evaluate the performance of its real estate portfolio under a consistent 
population by eliminating changes in the composition of its portfolio of properties. The Company identifies its SPP as stabilized properties that remained in operations 
and were consistently reported as leased properties or operating properties (“RIDEA”) for the duration of the year-over-year comparison periods presented, excluding 
assets held for sale. Accordingly, it takes a stabilized property a minimum of 12 months in operations under a consistent reporting structure to be included in the 
Company’s SPP. Newly acquired operating assets are generally considered stabilized at the earlier of lease-up (typically when the tenant(s) control(s) the physical 
use of at least 80% of the space) or 12 months from the acquisition date. Newly completed developments and redevelopments are considered stabilized at the earlier 
of lease-up or 24 months from the date the property is placed in service. SPP NOI excludes certain non-property specific operating expenses that are allocated to 
each operating segment on a consolidated basis. SPP Cash NOI excludes the effects of foreign exchange rate movements by using the average current period 
exchange rate to translate from British pound sterling into U.S. dollars for the comparison periods. A property is removed from SPP when it is sold, placed into 
redevelopment or changes its reporting structure. 

 



Non-GAAP Reconciliations 
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 In thousands 
 

The following table represents Portfolio Income by sector: 

 Three Months Ended March 31, 2016  Annualized  

 Cash NOI  

Unconsol. 
JV Cash 

NOI  
Interest 
Income  

Portfolio 
Income 

 
Pro Forma 

Adjustments(1) 

 

Reclassifications(2) 

 Pro Forma 
Portfolio 
Income 

 Pro Forma 
Portfolio 
Income 

 

Senior housing (triple-net) $ 120,695  $ —  $ 1,851  $ 122,546  $ (12,454 ) $ 16,582  $ 126,674  $ 506,696  
Senior housing (operating)  51,873   14,898   —   66,771   (9,882 )  —   56,889   227,556  
Post-acute/skilled  106,355   404   16,178   122,937   (106,355 )  (16,582 )  —   —  
Life science  71,532   1,420   —   72,952   —   —   72,952   291,808  
Medical office  65,876   322   —   66,198   (592 )  —   65,606   262,424  
Hospital  21,974   —   —   21,974   (464 )  —   21,510   86,040  

 $ 438,305  $ 17,044  $ 18,029  $ 473,378  $ (129,747 ) $ —  $ 343,631  $ 1,374,524  

                         
 
 

The following table reconciles net income to Cash NOI: 

 

Three Months 
Ended 

March 31, 2016  

Net income $ 119,745  
Interest income  (18,029 ) 
Investment management fee income  (91 ) 
Interest expense  122,062  
Depreciation and amortization  141,322  
General and administrative  25,499  
Acquisition and pursuit costs  2,475  
Other income, net  (1,222 ) 
Income tax expense   53,038  
Equity loss from unconsolidated joint ventures  908  

NOI $ 445,707  
Non-cash adjustments to NOI  (7,402 ) 

Cash NOI $ 438,305  
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In thousands 

The following table represents the Same Property Portfolio: 

Year Ended December 31,     
SPP 

Cash NOI(3)    
Exclude 

HCRMC(4)    
SPP Cash NOI, 

excluding HCRMC  
SPP Growth, 

excluding HCRMC     

2009  $ 723,908  $ —  $ 723,908     
2010    758,532   —   758,532   4.8%  

              

2010   805,568   —   805,568     

2011   837,556   —   837,556   4.0%  

              

2011   847,863   —   847,863     

2012   883,679   —   883,679   4.2%  

              

2012   1,403,966   (484,956 )  919,010     

2013   1,447,120   (501,910 )  945,210   2.9%  

              

2013   1,491,550   (500,730 )  990,820     

2014   1,540,460   (518,439 )  1,022,021   3.1%  

              

2014   1,520,549   (499,457 )  1,021,092     

2015   1,528,373   (469,666 )  1,058,707   3.7%  

              

      SPP average excluding HCRMC(5)   3.8%  
 
 
 
 
 

The following table represents Investment by sector: 

 March 31, 2016  Reclassifications(6)  
Pro Forma 

Adjustments(7)  
Pro Forma 
Investment   

Senior housing $ 10,240,720  $ ($10,240,720 ) $ —  $ —  

Senior housing (triple-net)  —   7,787,584   (1,185,481 )  6,602,103  

Senior housing (operating)  —   3,478,542   (525,435 )  2,953,107  
Post-acute/skilled  5,126,061   (1,025,406 )  (4,100,655 )  —  
Life science  3,708,392   —   —   3,708,392  
Medical office  3,646,926   —   (32,061 )  3,614,865  
Hospital  594,085   —   (23,980 )  570,105  

Investment $ 23,316,184  $ —  $ (5,867,612 ) $ 17,448,572  

             
 

 

 
(1) For additional information on pro forma adjustments, see Pro Forma Portfolio Income in the “Definitions” section of the Appendix.  
(2) Portfolio Income related to post-acute/skilled assets retained by the Company following the spin-off has been reclassified from post-acute/skilled to senior housing 

triple-net. 
(3) Historical reconciliations of SPP Cash NOI are available in the Company’s Current Reports on Form 8-K filed with the SEC on February 9, 2016 (2015 SPP), 

February 10, 2015 (2014 SPP), February 11, 2014 (2013 SPP), February 12, 2013 (2012 SPP), February 14, 2012 (2011 SPP) and February 15, 2011 (2010 SPP). 
(4) Represents Cash NOI related to the HCRMC Master Lease. 
(5) Represents the SPP growth for each of the six years ended December 31, 2015, divided by a factor of six. 
(6) Investment for senior housing has been reclassified into senior housing triple-net and senior housing operating. Additionally, Investment related to post-acute/skilled 

assets and debt investments retained by the Company following the spin-off has been reclassified from post-acute/skilled to senior housing triple-net. 
(7) For additional information on pro forma adjustments, see Pro Forma Investment in the “Definitions” section of the Appendix. 
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