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EXPLANATORY NOTE

This Amendment No. 2 on Form 10-K/A (the “Amendment”) is filed by National Health Investors, Inc. ("NHI" or the
“Company”) to amend its Annual Report on Form 10-K for the year ended December 31, 2017 (the “2017 Form 10-K”).
The sole purpose of the Amendment is to revise the meeting location of the Company’s annual meeting, which was
changed after the original 10-K was filed. That disclosure was contained in Part I, Item 1 of the 2017 Form 10-K. No
other items of the 2017 Form 10-K are amended in this Form 10-K/A.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

NATIONAL HEALTH INVESTORS, INC.

By: /s/Roger R. Hopkins
Roger R. Hopkins
Chief Accounting Officer

Date: March 19, 2018 (Principal Financial Officer)

Edgar Filing: NATIONAL HEALTH INVESTORS INC - Form 10-K/A

4



Table of Contents

Table of Contents

Page
Part I.
Item 1. Business. 1

Edgar Filing: NATIONAL HEALTH INVESTORS INC - Form 10-K/A

5



Table of Contents

ITEM 1. BUSINESS
General
National Health Investors, Inc., established in 1991 as a Maryland corporation, is a self-managed real estate
investment trust (“REIT”) specializing in sale-leaseback, joint-venture, mortgage and mezzanine financing of
need-driven and discretionary senior housing and medical investments. Our portfolio consists of lease, mortgage and
other note investments in independent living facilities, assisted living facilities, entrance-fee communities, senior
living campuses, skilled nursing facilities, specialty hospitals and medical office buildings. Other investments have
included marketable securities and a joint venture structured to comply with the provisions of the REIT Investment
Diversification Empowerment Act of 2007 (“RIDEA”) through which we invested in facility operations managed by an
independent third-party. We have funded our real estate investments primarily through: (1) operating cash flow, (2)
debt offerings, including bank lines of credit and term debt, both unsecured and secured, and (3) the sale of equity
securities.

At December 31, 2017, we had investments in real estate, mortgage and other notes receivable involving 218 facilities
located in 32 states. These investments involve 141 senior housing properties, 72 skilled nursing facilities, 3 hospitals,
2 medical office buildings and other notes receivable. These investments (excluding our corporate office of
$1,298,000) consisted of properties with an original cost of $2,664,605,000, rented under triple-net leases to 27
lessees, and $141,486,000 aggregate carrying value of mortgage and other notes receivable due from 11 borrowers.

Our investments in real estate and mortgage loans are secured by real estate located within the United States. We are
managed as one reporting unit, rather than multiple reporting units, for internal reporting purposes and for internal
decision making. Therefore, we have concluded that we operate as a single segment. Information about revenues from
our tenants and borrowers, our net income, cash flows and balance sheet can be found in Item 8 of this Form 10-K.

Classification of Properties in our Portfolio
Senior Housing
As of December 31, 2017, our portfolio included 136 senior housing properties (“SHO”) leased to operators and
mortgage loans secured by 5 SHOs. The SHOs in our portfolio are either need-driven or discretionary for end users
and consist of independent Living facilities, assisted living facilities, senior living campuses, and entrance-fee
communities which are more fully described below.

Need-Driven Senior Housing

Assisted Living Facilities. As of December 31, 2017, our portfolio included 86 assisted living facilities (“ALF”) leased
to operators and mortgage loans secured by 4 ALFs. ALFs are free-standing facilities that provide basic room and
board functions for elderly residents. As residents typically receive assistance with activities of daily living such as
bathing, grooming, administering medication and memory care services, we consider these facilities to be need-driven
senior housing. On-site staff personnel are available to assist in minor medical needs on an as-needed basis. Operators
of ALFs are typically paid from private sources without assistance from government. ALFs may be licensed and
regulated in some states, but generally do not require the issuance of a Certificate of Need (“CON”) as required for
skilled nursing facilities.

Senior Living Campuses. As of December 31, 2017, our portfolio included 10 senior living campuses (“SLC”) leased to
operators. SLCs contain one or more buildings that include skilled nursing beds combined with an independent or
assisted living facility that provides basic room and board functions for elderly residents. They may also provide

Classification of Properties in our Portfolio
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to operators and mortgage loans secured by 4 ALFs. ALFs are free-standing facilities that provide basic room and
board functions for elderly residents. As residents typically receive assistance with activities of daily living such as
bathing, grooming, administering medication and memory care services, we consider these facilities to be need-driven
senior housing. On-site staff personnel are available to assist in minor medical needs on an as-needed basis. Operators
of ALFs are typically paid from private sources without assistance from government. ALFs may be licensed and
regulated in some states, but generally do not require the issuance of a Certificate of Need (“CON”) as required for
skilled nursing facilities.

Senior Living Campuses. As of December 31, 2017, our portfolio included 10 senior living campuses (“SLC”) leased to
operators. SLCs contain one or more buildings that include skilled nursing beds combined with an independent or
assisted living facility that provides basic room and board functions for elderly residents. They may also provide
assistance to residents with activities of daily living such as bathing, grooming and administering medication. On-site
staff personnel are available to assist in minor medical needs on an as-needed basis. As the decision to transition to a
senior living campus is typically more than a lifestyle choice and is usually driven by the need to receive some
moderate level of care, we consider this facility type to be need-driven. Operators of SLCs are typically paid from
private sources and from government programs such as Medicare and Medicaid for skilled nursing residents.

Discretionary Senior Housing

Independent Living Facilities.  As of December 31, 2017, our portfolio included 30 independent living facilities (“ILF”)
leased to operators. ILFs offer specially designed residential units for active senior adults and provide various
ancillary services for their residents including restaurants, activity rooms and social areas. Services provided by ILF
operators are generally paid from private sources without assistance from government payors. ILFs may be licensed
and regulated in some states, but generally do not require the issuance of a CON as required for skilled nursing
facilities. As ILFs typically do not provide assistance with activities of daily living, we consider the decision to
transition to an ILF facility to be discretionary.

Entrance-Fee Communities. As of December 31, 2017, our portfolio included 10 entrance-fee communities (“EFC”)
leased to operators and a mortgage loan secured by 1 EFC. Entrance-fee communities, frequently referred to as
continuing care retirement communities, or CCRCs, typically include a combination of detached cottages, an
independent living facility, an assisted living facility and a skilled nursing facility on one campus. These communities
appeal to residents because there is no need to relocate when health and medical needs change. EFCs are classified as
either Type A, B, or C depending upon the amount of healthcare benefits included in the entrance fee. “Type A” EFCs,
or “Lifecare” communities, include substantially all future healthcare costs. Communities providing a modified
healthcare contract offering access to skilled nursing care but only paying for a maximum number of days are referred
to as “Type B” EFCs. Finally, “Type C” EFCs, the type in our portfolio, are fee-for-service communities which do not
provide any healthcare benefits and correspondingly have the lowest entrance fees. However, monthly fees may be
higher to reflect the current healthcare components delivered to each resident. EFC licensure is state-specific, but
generally the skilled nursing beds included in our EFC portfolio are subject to state licensure and regulation. As the
decision to transition to an EFC is typically made as a lifestyle choice and not as the result of a pressing medical
concern, we consider the decision to transition to an EFC to be discretionary. Accordingly, the predominant source of
revenue for operators of EFCs is from private payor sources.

Medical

As of December 31, 2017, our portfolio included 73 medical facilities leased to operators and mortgage loans secured
by 4 medical facilities. The medical facilities within our portfolio consist of skilled nursing facilities, hospitals and
medical office buildings, which are more fully described below.
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Skilled Nursing Facilities.  As of December 31, 2017, our portfolio included 68 skilled nursing facilities (“SNF”) leased
to operators and mortgage loans secured by 4 SNFs. SNFs provide some combination of skilled and intermediate
nursing and rehabilitative care, including speech, physical and occupational therapy. As the decision to utilize the
services of a SNF is typically made as the result of a pressing medical concern, we consider this to be a need driven
medical facility. The operators of the SNFs receive payment from a combination of private pay sources and
government payors such as Medicaid and Medicare. SNFs are required to obtain state licenses and are highly
regulated at the federal, state and local level. Most SNFs must obtain a CON from the state before opening or
expanding such facilities. Some SNFs also include assisted living beds.

Hospitals.  As of December 31, 2017, our portfolio included 3 hospitals (“HOSP”) leased to operators. Hospitals provide
a wide range of inpatient and outpatient services, including acute psychiatric and rehabilitation services, and are
subject to extensive federal, state and local legislation and regulation. Hospitals undergo periodic inspections
regarding standards

2
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of medical care, equipment and hygiene as a condition of licensure. Services provided by hospitals are generally paid
for by a combination of private pay sources and government payors. As the decision to utilize the services of a
hospital is typically made as the result of a pressing medical concern, we consider this to be a need driven medical
facility.

Medical Office Buildings.  As of December 31, 2017, our portfolio included 2 medical office buildings (“MOB”) leased
to operators. MOBs are specifically configured office buildings whose tenants are primarily physicians and other
medical practitioners. As the decision to utilize the services of an MOB is typically made as a the result of a pressing
medical concern, we consider this to be a need driven medical facility. MOBs differ from conventional office
buildings due to the special requirements of the tenants. Each of our MOBs is leased to one lessee, and is either
physically attached to or located on an acute care hospital campus. The lessee sub-leases individual office space to the
physicians or other medical practitioners. The lessee is responsible to us for the lease obligations of the entire
building, regardless of their ability to sub-lease the individual office space.

Nature of Investments

Our investments are typically structured as acquisitions of properties through purchase-leaseback transactions,
acquisitions of properties from other real estate investors, loans or operations through structures allowed by RIDEA.
We have provided construction loans for facilities for which we were already committed to provide long-term
financing or for which the operator agreed to enter into a purchase option and lease with us upon completion of
construction or after the facility is stabilized. The annual lease rates on our leases and the annual interest rates on our
mortgage, construction and mezzanine loans ranged between 6.75% and 10% during 2017. We believe our lease and
loan terms are competitive within our peer group. Typical characteristics of these transactions are as follows:

Leases.  Our leases generally have an initial leasehold term of 10 to 15 years with one or more 5-year tenant renewal
options. The leases are “triple net leases” under which the tenant is responsible for the payment of all taxes, utilities,
insurance premium costs, repairs and other charges relating to the operation of the properties, including required
levels of capital expenditures each year. The tenant is obligated at its expense to keep all improvements, fixtures and
other components of the properties covered by “all risk” insurance in an amount equal to at least the full replacement
cost thereof, and to maintain specified minimal personal injury and property damage insurance, protecting us as well
as the tenant. The leases also require the tenant to indemnify and hold us harmless from all claims resulting from the
use, occupancy and related activities of each property by the tenant, and to indemnify us against all costs related to
any release, discovery, clean-up and removal of hazardous substances or materials, or other environmental
responsibility with respect to each facility.

Most of our existing leases contain annual escalators in rent payments. For financial statement purposes, rental income
is recognized on a straight-line basis over the term of the lease where the lease contains fixed escalators. Certain of
our operators hold purchase options allowing them to acquire properties they currently lease from NHI. When present,
tenant purchase options generally give the lessee an option to purchase the underlying property for consideration
determined by i) a sliding base dependent upon the extent of appreciation in the property plus a specified proportion of
any appreciation; ii) our acquisition costs plus a specified proportion of any appreciation; iii) an agreed capitalization
rate applied to the current rental; or iv) our acquisition costs plus a profit floor plus a specified proportion of any
appreciation. Where stipulated above, appreciation is to be established by independent appraisal.

Some of the obligations under the leases are guaranteed by the parent corporation of the lessee, if any, or affiliates or
individual principals of the lessee. In some leases, the third party operator will also guarantee some portion of the
lease obligations. Some obligations are backed further by other collateral such as security deposits, machinery,
equipment, furnishings and other personal property.
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We monitor our triple-net lessee tenant credit quality and identify any material changes by performing the following
activities:

•Obtaining financial statements on a monthly, quarterly and annual basis to assess the operational trends of our tenants
and the financial position and capability of those tenants
•Calculating the operating cash flow for each of our tenants
•Calculating the lease service coverage ratio and other ratios pertinent to our tenants
•Obtaining property-level occupancy rates for our tenants
•Verifying the payment of real estate taxes by our tenants
•Obtaining certificates of insurance for each tenant

• Obtaining financial statements of our lessee guarantors on an annual
basis

•Conducting a periodic inspection of our properties to ascertain proper maintenance, repair and upkeep

•Monitoring those tenants with indications of continuing and material deteriorating credit quality through discussions
with
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our executive management and Board of Directors

RIDEA Transactions.  Our arrangement with an affiliate of Bickford Senior Living (“Bickford”) was structured to be
compliant with the provisions of RIDEA which permitted NHI to receive rent payments through a triple-net lease
between a property company and an operating company and gave NHI the opportunity to capture additional value on
the improving performance of the operating company through distributions to a Taxable REIT Subsidiary (“TRS”).
Accordingly, the TRS held our 85% equity interest in an unconsolidated operating company, which we did not
control, and provided an organizational structure that allowed the TRS to engage in a broad range of activities and
share in revenues that would otherwise be non-qualifying income under the REIT gross income tests. The TRS is
subject to state and federal income taxes. Our RIDEA arrangement was terminated on September 30, 2016.

Mortgage loans.  We have first mortgage loans with maturities of at least 5 years from inception with varying
amortization schedules from interest-only to fully-amortizing. Most of the loans are at a fixed interest rate; however,
some interest rates increase based on a fixed schedule. In most cases, the owner of the facility is committed to make
minimum annual capital expenditures for the purpose of maintaining or upgrading their respective facility.
Additionally, most of our loans are collateralized by first mortgage liens and corporate or personal guarantees.
Currently, our first mortgage loans carry interest rates which range from 6.75% to 8.25%.

We have made mortgage loans to borrowers secured by a second deed-of-trust where there is a process in place for the
borrower to obtain long-term financing, primarily with a U.S. government agency, and where the historical financial
performance of the underlying facility meets our loan underwriting criteria.

Mezzanine loans.  Frequently in situations calling for temporary financing or when our borrowers’ in-place lending
arrangements prohibit the extension of first mortgage security, we typically accept a second mortgage position or
extend credit based on corporate and/or personal guarantees. These mezzanine loans often combine with an NHI
purchase option covering the subject property. Our mezzanine loans currently carry interest rates of 10%.

Construction loans.  From time to time, we also provide construction loans that convert to mortgage loans upon the
completion of the construction of the facility. We may also obtain a purchase option to acquire the facility at a future
date and lease the facility back to the operator. During the term of the construction loan, funds are usually advanced
pursuant to draw requests made by the borrower in accordance with the terms and conditions of the loan. Interest is
typically assessed on these loans at rates equivalent to the eventual mortgage rate upon conversion. In addition to the
security of the lien against the property, we will generally require additional security and collateral in the form of
either payment and performance completion bonds or completion guarantees by the borrower’s parent, affiliates of the
borrower or one or more of the individuals who control the borrower. We currently have four construction loans
bearing interest ranging from 6.75% to 9%.

Other notes receivable.  We have provided a revolving credit facility to a borrower whose business is to provide
bridge loans to owner-operators who are qualifying for long-term HUD financing secured by real estate. Our interest
rate on the credit facility is 10%. We have provided loans to borrowers involved in the skilled nursing and senior
housing industries who have pledged personal and business guarantees as security for the loans. The interest rates on
these loans typically range from 8.45% to10%.

Investment in marketable securities.  From time to time we have invested a portion of our funds in various marketable
securities with quoted market prices, including the common shares of other publicly-held REITs. We classify these
highly-liquid securities as available-for-sale and carry the investments at their then quoted fair market value at the
balance sheet date. We may choose to liquidate these investments to invest the proceeds into real estate assets. We
currently have no investments in marketable securities.
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Competition and Market Conditions

We compete with other REITs, private equity funds, banks and insurance companies in the acquisition, leasing and
financing of health care real estate.

Operators of our facilities compete on a local and regional basis with operators of facilities that provide comparable
services. Operators compete for residents and/or patients and staff based on quality of care, reputation, physical
appearance of facilities, services offered, family preference, physicians, staff and price. Competition is with other
operators as well as companies managing multiple facilities, some of which are substantially larger and have greater
resources than the operators of our facilities. Some of these facilities are operated for profit while others are owned by
governmental agencies or tax exempt not-for-profit entities.

The SNFs which either secure our mortgage loans or we lease to operators receive the majority of their revenues from
Medicare, Medicaid and other government payors. From time to time, these facilities have experienced revenue
reductions brought about
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by the enactment of legislation to reduce government costs. In particular, the establishment of a Medicare Prospective
Payment System (“PPS”) for SNF services to replace the cost-based reimbursement system significantly reduced
Medicare reimbursement to SNF providers. While Congress subsequently took steps to mitigate the impact of PPS on
SNFs, other federal legislative policies have been adopted and continue to be proposed that would reduce the growth
rate of Medicare and/or Medicaid payments to SNFs. State Medicaid funding is not expected to keep pace with
inflation according to industry studies. Any changes in government reimbursement methodology that reduce
reimbursement to levels that are insufficient to cover the operating costs of our lessees and borrowers could indirectly
adversely impact us.

Our senior housing properties generally rely on private-pay residents who may be negatively impacted in an economic
downturn. For example, a resident may intend to sell their home to afford the cost of living in an ILF or ALF. In
addition, the success of these facilities is often impacted by the existence of comparable, competing facilities in a local
market.

Operator Diversification

For the year ended December 31, 2017, approximately 25% of our portfolio revenue was from publicly-owned
operators, 57% was from regional operators, 17% from national chains which are privately owned and 1% was from
smaller operators. We consider the creditworthiness of the operator to be an important factor in underwriting the lease
or loan investment, and we generally have the right to approve any changes in operators.

For the year ended December 31, 2017, tenants which provided more than 3% of our total revenues were (in
alphabetical order): Bickford Senior Living; Chancellor Health Care; East Lake Capital Management; The Ensign
Group; Health Services Management; Holiday Retirement; National HealthCare Corporation; and Senior Living
Communities.

Major Customers

We have four operators, an affiliate of Holiday Retirement (“Holiday”), Senior Living Communities, LLC (“Senior
Living”), National HealthCare Corporation (“NHC”) and an affiliate of Bickford, from whom we individually derive at
least 10% of our total revenues, and 60% collectively.

Holiday

As of December 31, 2017, we leased 25 independent living facilities to an affiliate of Holiday. The 17-year master
lease began in December 2013 and provides for a minimum escalator of 3.5% after 2017.

Of our total revenues, $43,817,000 (16%), $43,817,000 (18%) and $43,817,000 (19%) were derived from Holiday for
the years ended December 31, 2017, 2016 and 2015, respectively, including $7,397,000, $8,965,000 and $10,466,000
in straight-line rent, respectively. Our tenant operates the facilities pursuant to a management agreement with a
Holiday-affiliated manager.

Senior Living Communities

In December 2014 we acquired a portfolio of eight retirement communities totaling 1,671 units from Health Care
REIT, Inc. and certain of its affiliates for a cash purchase price of $476,000,000. We leased the portfolio under a
triple-net master lease to an affiliate of Senior Living, the current tenant of the facilities. The Senior Living portfolio
initially included seven entrance-fee communities and one senior living campus. In November 2016 we expanded the
portfolio under lease to Senior Living with the acquisition, for $74,000,000, of Evergreen Woods, a 299-unit entrance
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fee community in Connecticut. As currently configured, the 15-year master lease contains two 5-year renewal options
and provides for 2017 cash rent of $38,740,000, subject to 3% annual escalators through lease expiration in 2029 and
any renewal periods.

5

Edgar Filing: NATIONAL HEALTH INVESTORS INC - Form 10-K/A

15



Table of Contents

In connection with the 2014 acquisition, we provided a $15,000,000 revolving line of credit to Senior Living, the
maturity of which mirrors the term of the master lease. Borrowings are used primarily to finance construction projects
within the Senior Living portfolio, including building additional units. Amounts outstanding under the facility,
$616,000 at December 31, 2017, bear interest at an annual rate equal to the 10-year U.S. Treasury rate, 2.40% at
December 31, 2017, plus 6%.

In March 2016, we extended two mezzanine loans of up to $12,000,000 and $2,000,000, respectively, to affiliates of
Senior Living, to partially fund construction of a 186-unit senior living campus on Daniel Island in South Carolina.
The loans bear interest payable monthly at a 10% annual rate and mature in March 2021. The loans were fully drawn
at December 31, 2017, and provide NHI with a purchase option on the development upon its meeting certain
operational metrics. The option is to remain open during the term of the loans, plus any extensions.

Of our total revenues, $45,735,000 (16%), $40,332,000 (16%) and $39,422,000 (17%) were derived from Senior
Living for the years ending December 31, 2017, 2016 and 2015, respectively, including $6,984,000, $7,369,000 and
$8,422,000, respectively, in straight-line rent.

NHC

NHC is a publicly-held company and the lessee of our legacy properties. We lease 42 facilities to NHC comprised of 3
independent living facilities and 39 skilled nursing facilities (4 of which are subleased to other parties for whom the
lease payments are guaranteed to us by NHC). These facilities are leased to NHC under the terms of an amended
Master Lease Agreement dated October 17, 1991 (“the 1991 lease”) which includes our 35 remaining legacy properties
and a Master Lease Agreement dated August 30, 2013 (“the 2013 lease”) which includes 7 skilled nursing facilities
acquired from a third party. Under the terms of the 1991 lease, base annual rental of $30,750,000 escalates by 4% of
the increase, if any, in each facility’s revenue over a 2007 base year. Similarly, the 2013 lease provides for base annual
rental of $3,450,000 plus percentage rent equal to 4% of the increase, if any, in each facility’s annual revenue over a
2014 base year. The NHC escalator is contingent upon future facility revenue increases and therefore does not give
rise to straight-line revenues.

Of our total revenues, $37,467,000 (13%), $37,626,000 (15%) and $36,625,000 (16%) in 2017, 2016 and 2015,
respectively, were derived from the two lease agreements with NHC.

NHC owned 1,630,462 shares of our common stock at December 31, 2017. The chairman of our board of directors is
also a director on NHC’s board.

Bickford

As of December 31, 2017 our Bickford portfolio consists of leases with primary lease expiration dates as follows (in
thousands):

Lease Expiration
Sept /
Oct
2019

June
2023

Sept
2027

May
2031 Total

Number of Properties 10 13 4 20 47
2017 Annual Contractual Rent $8,994 $10,809$ 125 $16,576$36,504
Straight Line Rent Adjustment (347 )226 309 4,914 5,102
Total Revenues $8,647 $11,035$ 434 $21,490$41,606
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On June 1, 2017, we acquired an assisted living/memory-care facility totaling 60 units in Lansing, Michigan for
$10,400,000 in cash, inclusive of $200,000 in closing costs. Additionally, we committed to the funding of $475,000 in
specified capital improvements, which will be added to the lease base. We included this facility in a master lease to
Bickford for an initial term of 14 years plus renewal options. The initial lease rate is 7.25%, plus annual fixed
escalators. We accounted for the acquisition as an asset purchase.

In April and August 2017, Bickford opened the last two of the five-facility development project announced in 2015.
Newly-constructed facilities have an annual lease rate of 9% at completion, after 6 months of free rent. As of
December 31, 2017, our Bickford lease portfolio consists of 47 facilities. Of these facilities, 35 were held in a RIDEA
structure and operated as a joint venture until September 30, 2016, when NHI and Sycamore, an affiliate of Bickford,
entered into a definitive agreement terminating the joint venture and converting Bickford’s participation to a triple-net
tenancy with assumption of existing leases and terms.
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Through September 30, 2016, NHI owned an 85% equity interest and Sycamore owned a 15% equity interest in our
consolidated subsidiary (“PropCo”). The facilities were leased to an operating company (“OpCo”), in which NHI
previously held a non-controlling 85% ownership interest. The facilities are managed by Bickford. Our joint venture
was structured to comply with the provisions of RIDEA. On September 30, 2016, we unwound the joint venture
underlying the RIDEA and reacquired Bickford’s share of its assets. Effective June 1, 2017, NHI and Bickford
announced two new amended and restated master leases covering twenty Bickford properties. Under terms of the new
master lease, the base term for these properties will now extend to May 2031. Additionally, effective June 28, 2017,
the lease of thirteen properties acquired in June 2013 and initially set for expiration in June 2018 has been renewed
and extended through June 2023. NHI has a right to future Bickford acquisitions, development projects and
refinancing transactions.

In September 2017, upon collection of all past-due rents, we transitioned the lease of a 126-unit assisted living
portfolio from our then tenant as the result of material noncompliance with lease terms. On October 1, 2017, we
entered with Bickford into a 10-year lease, beginning October 1. The agreement provides for an initial annual lease
payment of $1,500,000 with a 4% escalator in effect for years two through four and 3% thereafter. Additionally, the
lease provides a purchase option which opens immediately and is co-terminus with the lease. The option will be
exercisable for the greater of $21,400,000 or at a capitalization rate of 8.5% on the forward 12-month rental at the
time of exercise.

Of our total revenues, $41,606,000 (15%), $30,732,000 (12%) and $24,121,000 (11%) were recognized as rental
income from Bickford for the years ended December 31, 2017, 2016 and 2015, including $5,102,000, $858,000, and
$267,000 in straight-line rent income, respectively.

At December 31, 2017, our construction loans to Bickford are summarized as follows:
Rate Maturity Commitment Drawn Location

July 2016 9% 5 years $14,000,000 $(11,096,000) Illinois
January 2017 9% 5 years 14,000,000 (4,462,000 ) Michigan

$28,000,000 $(15,558,000)

The promissory notes are secured by first mortgage liens on substantially all real and personal property as well as a
pledge of any and all leases or agreements which may grant a right of use to the subject property. Usual and
customary covenants extend to the agreements, including the borrower’s obligation for payment of insurance and taxes.
NHI has a purchase option on the properties at stabilization, whereby annual rent will be set with a floor of 9.55%,
based on NHI’s total investment, plus fixed annual escalators.

In January 2018, we made a construction loan to Bickford of $14,000,000 for a new assisted living and memory care
facility in Virginia under the same terms as described above.

Commitments and Contingencies

The following tables summarize information as of December 31, 2017 related to our outstanding commitments and
contingencies which are more fully described in the notes to the consolidated financial statements, included herein.

Asset Class Type Total Funded Remaining
Loan Commitments:
Life Care Services Note A SHO Construction $60,000,000 $(53,622,000) $6,378,000
Bickford SHO Construction 28,000,000 (15,558,000 ) 12,442,000
Senior Living SHO Revolving Credit 15,000,000 (616,000 ) 14,384,000

$103,000,000 $(69,796,000) $33,204,000
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Asset Class Type Total Funded Remaining
Development Commitments:
Legend/The Ensign Group SNF Purchase $56,000,000 $(14,000,000) $42,000,000
East Lake/Watermark Retirement SHO Renovation 10,000,000 (5,900,000 ) 4,100,000
Santé Partners SHO Renovation 3,500,000 (2,621,000 ) 879,000
Bickford SHO Renovation 2,400,000 (122,000 ) 2,278,000
East Lake Capital Management SHO Renovation 400,000 — 400,000
Senior Living SHO Renovation 6,830,000 (970,000 ) 5,860,000
Discovery Senior Living SHO Renovation 500,000 — 500,000
Woodland Village SHO Renovation 7,450,000 (762,000 ) 6,688,000
Chancellor Health Care SHO Construction 650,000 (62,000 ) 588,000
Navion Senior Solutions SHO Construction 650,000 — 650,000

$88,380,000 $(24,437,000) $63,943,000
Asset Class Type Total Funded Remaining

Contingencies:
Bickford SHO Lease Inducement $14,000,000 $(2,250,000) $11,750,000
East Lake Capital Management SHO Lease Inducement 8,000,000 — 8,000,000
Navion Senior Solutions SHO Lease Inducement 4,850,000 — 4,850,000
Prestige Care SHO Lease Inducement 1,000,000 — 1,000,000
The LaSalle Group SHO Lease Inducement 5,000,000 — 5,000,000

$32,850,000 $(2,250,000) $30,600,000

Sources of Revenues

General.  Our revenues are derived primarily from rental income, mortgage and other note interest income and income
from our other investments, substantially all of which are in marketable securities, including the common stock of
other healthcare REITs. During 2017, rental income was $265,127,000 (95.1%), interest income from mortgages and
other notes was $13,134,000 (4.7%) and income from our other investments was $398,000 (0.2%) of total revenue of
$278,659,000. Our revenues depend on the operating success of our tenants and borrowers whose source and amount
of revenues are determined by (i) the licensed beds or other capacity of the facility, (ii) their occupancy rate, (iii) the
extent to which the services provided at each facility are utilized by the residents and patients, (iv) the mix of private
pay, Medicare and Medicaid patients, and (v) the rates paid by private payors and by the Medicare and Medicaid
programs.

Government Regulation

Medicare and Medicaid.  A significant portion of the revenue of our SNF lessees and borrowers is derived from
government funded reimbursement programs, such as Medicare and Medicaid. Reimbursement under these programs
is subject to periodic payment review and other audits by federal and state authorities. Medicare is uniform nationwide
and reimburses skilled nursing facilities under PPS which is based on a predetermined, fixed amount. PPS is an acuity
based classification system that uses nursing and therapy indexes adjusted by geographical wage indexes to calculate
per diem rates for each Medicare patient. Payment rates are updated annually and are generally adjusted each October
when the federal fiscal year begins. The current acuity classification system is named Resource Utilization Groups IV
(“RUGs IV”) and was effective October 1, 2010. Federal legislative policies have been adopted and continue to be
proposed that would provide small increases in annual Medicare payments to skilled nursing facilities. For example,
the Centers for Medicare and Medicaid Services (“CMS”) announced the Skilled Nursing Facilities – PPS final rule for
fiscal year 2018 which increased Medicare payments to SNF operators by only 1.0% beginning October 1, 2017. The
fiscal year 2017 increase was 1.6%, the fiscal year 2016 increase was 1.2% and the fiscal year 2015 increase was
2.0%. In the future, any failure of Congress to agree on spending reductions to meet long-term mandated deficit
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reduction goals would trigger automatic spending cuts of 2% to Medicare.

RUGs IV incorporated changes to PPS that significantly altered how SNFs are paid for rendering care. Some
examples are as follows:

•A shift to 66 payment categories from 53 payment categories;

•Changes related to assessment reference dates and qualifiers that will significantly reduce utilization of rehabilitation
and extensive service categories;
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•Modification to therapy services related to estimating treatments and utilization of concurrent therapy that will likely
result in RUG classifications at much lower levels of therapy than previous results; and

•Adjustments related to assistance with activities of daily living (“ADL”s) and an increased emphasis on ADL scores in
the nursing case mix indices and related RUG payment rates.

Medicaid is a joint federal and state program designed to provide medical assistance to “eligible needy persons.”
Medicaid programs are operated by state agencies that adopt their own medical reimbursement methodology and
standards. Payment rates and covered services vary from state to state. In many instances, revenues from Medicaid
programs are insufficient to cover the actual costs incurred in providing care to those patients. With regard to
Medicaid payment increases to skilled nursing operators, changes in federal funding coupled with state budget
problems have produced uncertainty. States will more than likely be unable to keep pace with SNF inflation. States
are under pressure to pursue other alternatives to long term care such as community and home-based services.
Furthermore, several of the states in which we have investments have actively sought to reduce or slow the increase of
Medicaid spending for SNF care.

Medicare and Medicaid programs are highly regulated and subject to frequent and substantial changes resulting from
legislation, adoption of rules and regulations and administrative and judicial interpretations of existing law. Moreover,
as health care facilities have experienced increasing pressure from private payors attempting to control health care
costs, reimbursement from private payors has in many cases effectively been reduced to levels approaching those of
government payors. Healthcare reimbursement will likely continue to be of significant importance to federal and state
programs. We cannot make any assessment as to the ultimate timing or the effect that any future legislative reforms
may have on our lessees’ and borrowers’ costs of doing business and on the amount of reimbursement by government
and other third-party payors. There can be no assurance that future payment rates for either government or private
payors will be sufficient to cover cost increases in providing services to patients. Any changes in government or
private payor reimbursement policies which reduce payments to levels that are insufficient to cover the cost of
providing patient care could adversely affect the operating revenues of tenants and borrowers in our properties that
rely on such payments, and thereby adversely affect their ability to make their lease or debt payments to us. Failure of
our tenants and borrowers to make their scheduled lease and loan payments to us would have a direct and material
adverse impact on us.

Licensure and Certification. The health care industry is highly regulated by federal, state and local law and is directly
affected by state and local licensing requirements, facility inspections, state and federal reimbursement policies,
regulations concerning capital and other expenditures, certification requirements and other such laws, regulations and
rules. Sanctions for failure to comply with these regulations and laws include (but are not limited to) loss of licensure,
fines and loss of certification to participate in the Medicare and Medicaid programs, as well as potential criminal
penalties. The failure of any tenant or borrower to comply with such laws, requirements and regulations could affect
their ability to operate the facility or facilities and could adversely affect such tenant’s or borrower’s ability to make
lease or debt payments to us.

In the past several years, due to rising health care costs, there has been an increased emphasis on detecting and
eliminating fraud and abuse in the Medicare and Medicaid programs. Payment of any consideration in exchange for
referral of Medicare and Medicaid patients is generally prohibited by federal statute, which subjects violators to severe
penalties, including exclusion from the Medicare and Medicaid programs, fines and even prison sentences. In recent
years, both federal and state governments have significantly increased investigation and enforcement activity to detect
and punish wrongdoers. In addition, legislation has been adopted at both state and federal levels which severely
restrict the ability of physicians to refer patients to entities in which they have a financial interest.
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It is anticipated that the trend toward increased investigation and enforcement activity in the area of fraud and abuse,
as well as self-referral, will continue in future years. Certain of our investments are with lessees or borrowers which
are partially or wholly owned by physicians. In the event that any lessee or borrower were to be found in violation of
laws regarding fraud and abuse or self-referral, that lessee’s or borrower’s ability to operate the facility could be
jeopardized, which could adversely affect the lessee’s or borrower’s ability to make lease or debt payments to us and
could thereby adversely affect us.

Certificates Of Need . The SNFs and hospitals in which we invest are also generally subject to state statutes which
may require regulatory approval in the form of a CON prior to the construction or expansion of facilities to
accommodate new beds (or addition of new beds to existing facilities), the addition of services or certain capital
expenditures. CON requirements are not uniform throughout the United States and are subject to change. We cannot
predict the impact of regulatory changes with respect to CONs on the operations of our lessees and borrowers;
however, in our primary market areas, a significant reduction in new construction of long-term care beds has occurred.

Investment Policies
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Our investment objectives are (i) to provide consistent and growing current income for distribution to our stockholders
through investments primarily in health care related facilities or in the operations thereof through independent
third-party management, (ii) to provide the opportunity to realize capital growth resulting from appreciation, if any, in
the residual value of our portfolio properties, and (iii) to preserve and protect stockholders’ capital through a balance of
diversity, flexibility and liquidity. There can be no assurance that these objectives will be realized. Our investment
policies include making investments in real estate, mortgage and other notes receivable, marketable securities,
including the common stock of other REITs, and joint ventures structured to comply with the provisions of RIDEA.

As described in Item 7 on page 33, we have funded or made commitments to fund new investments in real estate and
loans, of $215,231,000 in 2017 and $28,400,000 in January 2018, and we anticipate making additional investments in
2018 that meet our underwriting criteria. In making new investments, we consider such factors as (i) the geographic
area and type of property, (ii) the location, construction quality, condition and design of the property, (iii) the current
and anticipated cash flow and its adequacy to meet operational needs, and lease or mortgage obligations to provide a
competitive income return to our investors, (iv) the growth, tax and regulatory environments of the communities in
which the properties are located, (v) occupancy and demand for similar facilities in the same or nearby communities,
(vi) the quality, experience and creditworthiness of the management operating the facilities located on the property
and (vii) the mix of private and government-sponsored residents. There can be no assurances that investments meeting
our standards regarding these attributes will be found or closed.

We will not, without the approval of a majority of the Board of Directors and review of a committee comprised of
independent directors, enter into any joint venture relationships with or acquire from or sell to any director, officer or
employee of NHI, or any affiliate thereof, as the case may be, any of our assets or other property.

The Board of Directors, without the approval of the stockholders, may alter our investment policies if it determines
that such a change is in our best interests and our stockholders’ best interests. The methods of implementing our
investment policies may vary as new investment and financing techniques are developed or for other reasons.
Management may recommend changes in investment criteria from time to time.

Future investments in health care related facilities may utilize borrowed funds or issuance of equity when it is
advisable in the opinion of the Board of Directors. We may negotiate lines of credit or arrange for other short or
long-term borrowings from lenders. We may arrange for long-term borrowings from institutional investors or through
public offerings. We have previously invested and may in the future invest in properties subject to existing loans or
secured by mortgages, deeds of trust or similar liens with favorable terms or in mortgage investment pools.

Executive Officers of the Company

The table below sets forth the name, position and age of each of our executive officers. Each executive officer is
appointed by the Board of Directors, serves at its pleasure and holds office for a term of one year. There is no “family
relationship” among any of the named executive officers or with any director. All information is given as of February
15, 2018:
Name Position Age
Eric Mendelsohn President and Chief Executive Officer 56
Roger R. Hopkins Chief Accounting Officer 56
Kristin S. Gaines Chief Credit Officer 46
Kevin Pascoe Chief Investment Officer 37
John Spaid Executive Vice President Finance 58
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Eric Mendelsohn joined NHI in January 2015. He has over 15 years of healthcare real estate and financing experience.
Previously, Mr. Mendelsohn was with Emeritus Senior Living for 9 years, most recently as a Senior Vice President of
Corporate Development where he was responsible for the financing and acquisition of assisted living properties, home
health care companies, administration of joint venture relationships and executing corporate finance strategies. Prior
to Emeritus, he was with the University of Washington as a Transaction Officer where he worked on the development,
acquisition and financing of research, clinical and medical properties and has been a practicing transaction attorney,
representing lenders and landlords. Mr. Mendelsohn holds a Bachelor of Science from American University in
International Relations, a Law Degree from Pepperdine University, and a Masters (LLM) in Banking and Finance
from Boston University. Mr. Mendelsohn is a member of the Florida and Washington State Bar Associations.

Roger R. Hopkins joined the former management advisor of NHI in July 2006 and was named Chief Accounting
Officer for NHI in December 2006. With over 35 years of combined financial experience in public accounting and the
real estate industry,
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he positioned companies to access public and private capital markets for equity and debt. Mr. Hopkins is responsible
for the development of financial and tax strategies, reporting metrics, supplemental data reports and NHI’s internal
control system. He has accounted for significant acquisitions and financings by NHI, including the successful
executions of convertible debt and follow-on equity offerings, private debt placements and bank financing
arrangements. Mr. Hopkins was an Audit Partner in the Nashville office of Rodefer Moss & Co, a regional accounting
firm with seven offices in Tennessee, Indiana and Kentucky, where he brought extensive experience in Securities and
Exchange Commission filing requirements and compliance issues. He was previously a Senior Manager in the
Nashville office of Deloitte. Mr. Hopkins received his Bachelor of Science in Accounting from Tennessee
Technological University in 1982 and is a CPA licensed in Tennessee.
Kristin S. Gaines was appointed NHI’s Chief Credit Officer in February 2010. She joined NHI in 1998 as a Credit
Analyst. During her tenure with NHI, Ms. Gaines has had a progressive career in the areas of finance and operations.
Her experience has resulted in a breadth of expertise in underwriting, portfolio oversight and real estate finance. Ms.
Gaines holds an MBA and a Bachelor of Business Administration in Accounting from Middle Tennessee State
University.

Kevin Pascoe joined NHI in June 2010. Mr. Pascoe oversees NHI’s portfolio of assets, relationship management with
existing tenants and conducts operational due diligence on NHI’s existing investments and new investment
opportunities. He has over 10 years of health care real estate background including his experience with General
Electric - Healthcare Financial Services (“GE HFS”) (2006 – 2010) where he most recently served as a Vice President.
With GE HFS, he moved up through the organization while working on various assignments including relationship
management, deal restructuring, and special assets. He also was awarded an assignment in the GE Capital Global Risk
Rotation Program. Mr. Pascoe holds an MBA and a Bachelor of Business Administration in Economics from Middle
Tennessee State University.

John Spaid joined NHI in March 2016. He oversees the Company’s banking relationships and financial transactions.
Mr. Spaid has nearly 30 years of experience in real estate, finance and senior housing. Previously, he was with
Emeritus Senior Living as a Senior Vice President whose responsibilities included budget and forecasting, debt and
lease obligation underwriting, merger and acquisition processes, financial modeling, due diligence, board and investor
presentations, employee development and Sarbanes-Oxley compliance. Mr. Spaid has been an independent financial
consultant and has also served as the CFO of a regional assisted living and memory care provider in Redmond,
Washington. Mr. Spaid holds an MBA from the University of Michigan and a Bachelor of Business Administration
from the University of Texas.

We have a staff of 16, all reporting to our corporate office in Murfreesboro, TN. Essential services such as internal
audit, tax compliance, information technology and legal services are outsourced to third-party professional firms.

Investor Information

We publish our annual report on Form 10-K, quarterly reports on Form 10-Q, quarterly Supplemental Information,
current reports on Form 8-K, and press releases to our website at www.nhireit.com. We have a policy of publishing
these on the website within two (2) business days after public release or filing with the SEC.
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We also maintain the following documents on our web site:

▪The NHI Code of Business Conduct and Ethics. This has been adopted for all employees, officers and directors of the
Company.

▪Information on our “NHI Valuesline” which allows all interested parties to communicate with NHI executive officers
and directors. The toll free number is 877-880-2974 and the communications may be made anonymously, if desired.

▪The NHI Restated Audit Committee Charter.

▪The NHI Revised Compensation Committee Charter.

▪The NHI Revised Nominating and Corporate Governance Committee Charter.

▪The NHI Corporate Governance Guidelines.

We will furnish, free of charge, a copy of any of the above documents to any interested investor upon receipt of a
written request.

Our transfer agent is Computershare. Computershare will assist registered owners with the NHI Dividend
Reinvestment plan, change of address, transfer of ownership, payment of dividends, replacement of lost checks or
stock certificates. Computershare’s contact information is: Computershare Trust Company, N.A., P.O. Box 43078,
Providence, RI 02940-3078. The toll free number is 800-942-5909 and the website is www.computershare.com.

The Annual Stockholders’ meeting will be held at 12:00 p.m. local time on Friday, May 4, 2018 at at Embassy Suites,
Room Mirabella G, 1200 Conference Center Boulevard, Murfreesboro, Tennessee 37129.
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