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Financial Snapshot: Key Ratios for NHC HealthCare/Charlotte,

LLC

Table FS-1. Financial Snapshot - Key Statutory Financial Ratios
Fiscal Year Ended December 31, 2025 (FY), with comparative historical and prospective
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» Days Cash onHand (DCOH). Number of days the provider could pay its normal cash operating
expenses using unrestricted cash and investments. More days generally means stronger liquidity.

s Cushion Ratio (CUSH). Number of times the provider’s unrestricted cash and investments could
cover one year of debt service. Higher values mean more resources to pay debt service.

Profitability Ratios:

¢ Operating Ratio (OR). Compares current operaling expenses (excluding depreciation and

amortization) to current operating revenues (excluding entrance fee amortization). Lower

percentages mean operating revenues ars more easily covering cash operating expenses.

e Net Operating Margin (NOM). Shows the result from core resident services. Higher values mean a

stronger operating result from resident services.

¢ Adjusted Net Operating Margin (NOM-A). Shows the operating result after also counting net
entrance fee cash received during the year. Higher values mean the result is improved when net
entrance fee cash is included.

Capital Structure Ratios:

» Debt Service Coverage (DSCR}. Measures the provider’s ability to pay annual debt service from
operations and net entrance fee cash. Higher values indicate greater ability to pay debt service.

* Unrestricted Cash & Investments to Long-Term Debt (CD). Compares unrestricted cash and
investments to long-term debt. Higher values indicate more unrestricted cash and investments

relative to debt.

¢ Capital Expenditures to Depreciation (CED). Compares what the provider is spending on capital
improvements to the amount its assets are wearing out. Values at or above 1.0x usually mean the
provider is reinvesting enough to keep up.

See Appendix F for full statutory definitions of how ratios are derived.

" NC Provider Quartiles. Values will be compiled annually by the North Carolina Department of Insurance,
stratified by community model {Entrance Fee, Rental, Equity), and are expected to be available in late 2026.
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1. Provider ldentification

Legal Responsibility for Continuing Care

NHGC HealthCare/Charlotte, LLC is the entity that enters into continuing care contracts with
residents and is legally responsible for providing continuing care and performing all
obligations under those contracts. No other person or entity is responsible for providing
continuing care to residents except as expressly disclosed in this Disclosure Statement.

Doing Business As (DBA)

NHC HealthCare/Charlotte, LLC conducts business under the name “Sharon Village
Apartments.” The name “Sharon Village Apartments” is a trade name only and does not
represent a separate legal entity. NHC HealthCare/Charlotte, LLC remains legally
responsible for providing continuing care and performing all obligations under continuing
care contracts.

ltem _ - Information

Il;egél Pr‘ov;dé\rrNarrlr;t’a. N WMNHC HealthCare/Charlotte, LLC -

Domg Business As (DBA) ‘”.N'.Sharon Vlllage Apartments -
Busmess Address: ”4009 Cralg Avenue, Charlotte, NC 28211

”'I'ei(;pwhﬁne. Nﬁ;ﬁbé‘r. - I {704) 365-7190

Legal EntltyType Forproﬂt llmlted'lla-bl‘thy‘ comwbaﬁyc‘).réa.n.lzé.d u.nde.r“the‘

laws of North Carolina

' For-Profit / Nonprofit Status: For proflt

- NHC HealthCare/Charlotte, LLC, an affiliate of Nationat
. HealthCare Corporation (“NHC”}, is taxed based on its
: parent company classification, C Corporatlon

I Ownership Type: © ANorth Carolina Limited Llablllty Company, owned

- 100% by NHC/OP, LP which is owned 99% by Nationat

' HealthCare Corporation (“NHC”) and 1% by
NHC/Delaware, Inc, a wholly owned subsidiary of

National HealthCare Corporation. NHC is a publicly

+ traded company listed on the NYSE American as NHC.

Tax Fiting Status: Current on all required federal and state tax filings



Item Information

f Ownership / Control: " NHC HealthCare/Charlotte, LLC is a for profit limited

- liability company owned 100% by NHC/OP, LP which is
. owned 99% by National HealthCare Corporation and 1%
by NHC/Delaware, Inc, a wholly owned subsidiary of
- National HealthCare Corporation. National HealthCare
- Corporation is a for profit Delaware Corporation and
also registered as a foreign corporation with North
Carolina Secretary of State (SOSID 0445733)

2. Organizational Structure

2.1 Multi-Entity Organization Status

NHC HealthCare/Charlotte, LLC is an affiliate of National HealthCare Corporation, a
Delaware for profit corporation and also registered in North Carolina.

2.2 Consolidation of Financial Statements

Audited financial statements are prepared on a consolidated basis with National
HealthCare Corporation and its subsidiaries, which include both continuing care providers
and related supporting organizations. Consolidating schedules within the audit present the
financial position and results of operations of each subsidiary, inctuding NHC
HealthCare/Charlotte, LLC, individually.

2.3 Controlling Person

Item - 5 I-nformatiorj

Neme:  National HealthCare Corporation
BusinessAddress: 100 E. Vine Street, Murfreesboro, TN 87130
Telephone Number I (_615). 8902020 e e

2.4 Company Structure Chart

The organizational structure of the provider's legal and operational relationships with
National HealthCare Corporation is as follows:



Nationatl
| HealthCare

| Corporation
I
f |

NHC/Delaware,| |,
Inc. "’;NHQ/OP’ L.P.

[ |
Nutritional | | ~ NHC
Support ‘HealthCare/Charlotte,

~ Services : LLC '

L Network
‘Pharmacy WO,

LLC -

Accessible Text Equivalent:

National HealthCare Corporation (parent and controlling person; for profit
corporation)

NHC HealthCare/Charlotte, LLC - affiliate of National HealthCare
Corporation and provider of continuing care contracts; operator of Sharon
Village Apartments (Charlotte, NC)

NHC/OP, L.P. - 100% owner of NHC HealthCare/Charlotte, LLC. NHC/OP,
L.P. is owned 99% by National HealthCare Corporation, it’s Limited Partner.

NHC/Delaware, Inc. — General Partner (1%) of NHC/OP, L.P. and Managing
and General Partner (1%) of Nutritional Support Services. Owned 100% by
National HealthCare Corporation.

Network Pharmacy WO, LLC — affiliate of National HealthCare Corporation
and provider of pharmacy services

Nutritional Support Services - affiliate of National HealthCare Corporation
and 100% owner of Network Pharmacy WO, LLC

3. Key Persons and Management Personnel

Definitions {for purposes of this Section):

Outside Interests: Any professional service firm, association, trust, partnership, or
corporation in which the individual has, or which has in the individual, a ten percent
(10%) or greater interest and that currently provides, or is expected to provide,
goods, leases, or services to the provider of an aggregate value of $5,000 or more. If
none, the provider discloses “None.”



* Adverse Disclosures: Any conviction of or plea of nolo contendere to a felony
charge; any final judgment in a civil action for fraud, embezzlement, fraudulent
conversion, or misappropriation of property; any currently effective injunctive or
restrictive court order; or any suspension or revocation within the past five years of a

state or federal license or permit as a result of governmental action. If none, the
provider discloses "None.”

3.1 Senior Officers of NHC HealthCare/Charlotte, LLC and National
HealthCare Corporation



Name / Role
Gregory J. Forsey,
: Manager of LLC

- Allison Burwin,

. Assistant Vice

. President, NHC

' Assisted and

- Independent Living

Stephen F. Flatt,

; Chief Executive
Officer and
President

Timothy J. Shelly,

| Senior Vice

: President and

" Principal Operating
. Officer

Education

' B.S.

| Finance/Management,

- University of Maryland
- (MD)

. B.S. Sociology/Health j
‘ Concentration
" in Business, College of |

~ Minor,

- Charleston

- B.A.degree from
" David Lipscomb

. Ph.D. from George
. Peabody College of
: Vanderbilt University

(TN)

BBA from Belmont
University (TN)

Experience

. 30 + years in senior-

living operations;

. former Nursing Home
© Administrator, SVP of
- Operations and Chief

Operating Officer,

- CCRCs and SNFs.

30+ years in senior
living operations, prior
nursing home
administrator and

. Regional Vice

President of SNF
operations.

- 20+ years in senior
‘ . living operations;
- College (TN); M.S. and

former Senior Vice

i President of
- Development.

- 34+ years in senior

* living operations;

. former CCRC

. Executive Director for
" over 20 years and

- Regional Vice

. President.

Length of Service

- 2years 1 month
_ {since 08/01/2024) as

Director of Operations

! before becoming

- Manager of LLC on

- 01/01/2026. Mr.
 Forsey served as the

. Director of Operations
- for White Oak

. Management, Inc. ;
. (prior owner of CCRC)
for 5years 2months |
- (07/20/2019)

- 1year 2 months

* (since 07/23/2025

: serves as AVP of

. Assisted Living and

- Independent Living

- Operations for

- National HealthCare
: Corporation

' 9years 8 months

i {since 01/01/2017);

. serves as CEO and

- President of National
' HealthCare

¢ Corporation.

. 2years 1 month
 {since 08/12/2024);
- serves as SVP and

- Principal Operating
- Officer of National
- HealthCare

. Corporation.



Name / Role

' Vicki L. Dodson,
5 Senior Vice
i President

B. Anderson Flatt,

-~ 8r., Senior Vice

. President and Chief
| Information Officer

' Brian F. Kidd, Senior

' Vice President and
I Chief Financial
Officer

Education

from Austin Peay
State University (TN)

. B.S. degreein

- Computer Science
- from Lipscomb

- University (TN)

" B.S.in Accounting
' from Middle

- Tennessee State

~ University (TN)

B.S.degreein Nursing

Experience

40+ years in senior

- living operations;
. former staff nurse,

Director of Nursing,
Regional Nurse,

. Electronic Health
Record Director,
| Comprehensive

. (CPCS) user analyst
- and Assistant Vice

i President, Patient

: Services.

. 32+ years in health

'~ care technology;
. former SVP and Chief
Information Officer.

© 18+ yearsin
healthcare finance;

i former Vice President
- Financial Reporting

- and Director of

. Financial Reporting,

. Controller and

. Principal Accounting

Officer

Business Address: 100 E. Vine Street, Murfreesboro, TN 37130

Length of Service

- 7 years 3 months

. (8ince 06/01/2019);

" serves as Senior Vice
- President, Patient

. Services and Chief

" Nursing Officer of

~ National HealthCare
~ Corporation.

| Patient Care Software

 Qyears 7 months
j (since 02/13/2017);
. serves as Senior Vice

President and Chief
information Officer of
National HealthCare
Corporation.

| 3years 4 months

. {since 05/31/2023);

. serves as Senior Vice
" President and Chief

Financial Officer of

. National HealthCare
' Corporation,

Disclosure: Neither officer has reported any Outside Interests or Adverse Disclosures.



3.2 Community Management - Sharon Village Apartments

Name / Role Education Experience Length of Service
- Julia Edwards - B.S. in Social Work 10 years of experience 2 years and 1 month
. Executive Director ' University of North - in senior living ' (since 09/16/2024) as
_ Carolina of Charlotte. - including CCRCs and | Apartment Executive
‘3 - skilled nursing - Director.

. facilities as a social
worker, Social Service

. Director and

. Executive Director.

Business Address: 4009 Craig Avenue, Charlotte, NC 28211

Disclosure: The Executive Director has reported no Outside Interests or Adverse
Disclosures.



3.3 Board of Directors — National HealthCare Corporation

Name / Role

' Robert G. Adams -

. Chair

). Paul Abernathy,

MD - Independent
Director

| William A. Adams -
- Independent
i Director

' David R. Gifford,
. MD, MPH -

' Independent

- Director

5 Emil E. Hassan -
Independent
1 Director

Richard F. LaRoche,

- Jr. - Independent
| Director

Lisa Piercy, MD -
- Independent
- Director

Law degree from
 Vanderbilt University

Education

B.3. Middle Tenhnessee
' State University

- B.S. from Middle
- Tennessee State _
- University andan M.D.
- degree from the :
I University of

: Tennessee

{ B.A. from Lipscomb
| University

- Medical degree from

' Case Western

- Reserve University,

. Master’s Degree in

. Public Health and

- Geriatric fellowship at
- UCLA

' B.S. Electrical
t Engineering

and an A.B. degree
from Dartmouth
College

| B.S. Lipscomb

| University; MD ETSU
| Quillen College of

| Medicine; MBA Bethel
| University

Experience

* Former President and
| CEO

' Retired general surgeon

- Previous Administrator
. of an CCRC. President
: of a multilocation

. financial services

L company.

Geriatrician and retired
| President of American
| Health Care Association :
! and National Center for
. Assisted Living
- (AHCA/NCAL)

Retired Senior Vice
* President of US vehicle
- manufacturing facility
Retired General
: Counsel

: Founder and managing
| partner of healthcare

- investment firm, former |
| Commissioner of :
. Health and Executive VP -
| of & not-for-profit health -
| system. ’

Length of Service
| 17 years 8 months
- {since 01/01/2009)

23 years (since
- 09/02/2003)

: 7 months {since
- 02/12/2026)

7 months (since
| 02/12/2026)

.22 years and 5
- months (since
- 04/22/2004)

- 24 years and 1 month
- {since 08/19/2002)

9 months (since
: 11/6/2025)



Name / Role Education - Experience Length of Service

. Sandra Y. Trail - B.S. Middle Tennessee Attorney 4 years and 8 months
" Independent | State University; law | - (since 01/26/2022)
- Director . degree from the :

' . Nashville School of

Law

Business Address: 100 E. Vine Street, Murfreesboro, TN 37130
Disclosure: None of the directors of National HealthCare Corporation have reported any
Quiside Interests or Adverse Disclosures.

3.4 Officers — Nutritional Support Services and Network Pharmacy
WO, LLC

‘Name / Role Education - Experience - | Length of Service
- Jeremy Stoner - Vice Southern Adventist Over30vyearsasa 2 months (since

_President . University . nursing home | 07/07/2026)
. administrator

¢ Lynn Knott - UT HealthCare Over 30 years’ - 2 months (since

- Assistant Vice ' Science Center, | experience as a : 07/07/2026)
' President . PharmD . gerfatric pharmacy "

. consultant

Business Address: 100 E. Vine Street, Murfreesboro, TN 37130

Disclosure: None of the directors of Nutritional Support Services and Network Pharmacy
WO, LLC have reported any Qutside Interests or Adverse Disclosures.

3.5 10% + Ownership Interests

(Individuals holding ten percent (10%) or more equity or beneficial interest in the provider
or any controlling person)

NHC HealthCare/Charlotte, LLC is owned 100% by National HealthCare Corporation. No
individual holds a ten percent (10%) or greater beneficial interest in either entity.

4. Governing Body and Oversight

4.1 Provider Governing Body

NHC HealthCare/Charlotte, LLC, an affiliate of National HealthCare Corporation, is the
licensed operator of the referenced CCRC. NHC HealthCare/Charlotte, LLC is a manager
managed North Carolina for profit limited liability company. The Manager is Gregory

9



Forsey. National HealthCare Corporation “NHC” is a for profit corporation with a strong
senior leadership team of six individuals. In addition, NHC has appointed Ms. Allison
Burwin, as the Assistant Vice President of Assisted and Independent Living Operations.
NHC HealthCare/Charlotte, LLC and its parent company are responsible for the overall
direction and oversight of operations, financial condition and resident welfare.

Its duties include:

1.

11.

12.

Maximize the utilization of manpower and professional skills to recruit
gualified personnel to staff the facility.

Provide overail administration and direction including financial systems
implementation and review, and professional analysis of the severalindices of
the facility’s progress.

Assist in the development of short- and long-range communications, media,
and public relations programs to increase the visibility of the facility’s
activities and to promote the committee education; evaluate the continuing
development of the facility’s program and resident care policies.

Provide ongoing responsive management to ensure quality cost-effective
operation and the constant sensitivity to changing community needs.

Use of bulk buying power to obtain the best service and buys from vendors.

Provide attractive working conditions and effective recruitment policies in
order to ensure a stable, high caliber level of employee.

Provide a high degree of expertise by being able to call on other communities
within the organization wherein individuals have attained excellence in
specific areas.

Assure top quality care, a good reputation, and a successful financial
operation.

Reviewing and approving budgets and financial reports.

Ensuring compliance with applicable laws, regulations, and contractual
obligations.

Overseeing the quality of resident care and services, including safety and
satisfaction.

Monitoring risks to NHC HealthCare/Charlotte, LLC’s solvency and
operations.

4.1.1 Selection of Members

NHC HealthCare/Charlotte, LLC is manager managed. The manager of the LLC is
appointed by the officers of National HealthCare Corporation. In addition, National
HealthCare Corporation appoints a Regional Vice President who oversees the operations of
NHC’s Independent and Assisted Living facilities.

10



The Manager and Regional Vice President will serve for an indefinite term or until a
successoer is elected.

4.1.2 Oversight of Management and Operations

The Manager of the LLC and Regional Assistant Vice President delsgates day-to-day
operations of Sharon Village Apartments to the Executive Director. The Manager and
Regional Assistant Vice President maintain oversight through:

Regular review of financial and operating reports.
Approval of major contracts, capital projects, and debt issuances.

Quarterly meetings and periodic committee reports.

4.2 Controlling Person Governing Body

NHC HealthCare/Charlotte, LLC is an affiliate of National HealthCare Corporation. NHC’s
strong leadership consists of six senior officers. They are responsible for system-level
strategy and oversight, including:

Appointing the managers of NHC HealthCare/Charlotte, LLC.
Approving system-wide budgets and consolidated audits.
Coordinating policies.

Reviewing and approving consolidated financial reports and audits.
Monitoring debt covenant compliance and overall system liquidity.

Evaluating system-level risks, including financing strategies and affiliate
performance.

4.2.1 Selection of Members

National HeatthCare Corporation is a publicly traded, for-profit company governed by a
traditional corporate structure under the rules of the NYSE American exchange. Because
NHC is publicly traded, its Board of Directors are elected by its shareholders at annual
meetings. Shareholders of record have the legal right to vote on the director nominees.
The Board of Directors serve a three-year term, with eligibility for reappointment.

4.2.2 Oversight of Management and Operations

The Boards responsibilities and Oversight include:

Strategic Planning - Reviewing and approving long-term strategic plans and annual
operating plans and monitoring the implementation and execution of those plans;

Corporate Actions - Reviewing and approving significant financial and business
transactions and other major corporate actions

Financial reporting - Reviewing publicly disclosed financial statements and related
reports, and overseeing the establishment and maintenance of controls, processes

11



and procedures to promote the accuracy, integrity and clarity of financial and other
disclosures

Governance and Compliance Committees - Establishing and maintaining
governance and compliance processes and procedures to promote the highest
standards of responsibility, ethics and integrity in the management of the Company

4.2.3 Committees

National HealthCare Corporation Board Standing Committee:

Audit Committee: oversee the Company’s financial reporting, internal controls and
compliance.

Compensation Committee: sets the compensation principles for the Company
and reviews and establishes the principles for individual compensation levels for
the executive officers.

Nominating and Corporate Governance Committee: oversees screening,
recruitment and recommendation of new director candidates; develop, review and
recommend governance policies and principles for the Company.

4.3 Division of Responsibilities

To avoid duplication and ensure effective oversight:

The Manager of NHC HealthCare/Charlotte, LLC and Regional Vice President of
NHC focuses on resident-level matters, including community operations, quality of
care, resident satisfaction, and local financial performance.

The Senior leadership of National HealthCare Corporation focuses on system-level
matters, including appointment of subsidiary directors, consolidated financial
oversight, debt covenant compliance, and long-term strategic planning.

5. Related Parties

NHC HealthCare/Charlotte, LLC has relationships with related parties under common
control with its cantrolling person, National HealthCare Corporation. Each arrangement
exceeded $5,000 in FY2025 and is therefore disclosed below. For purposes of this section,
Actual/Probable Cost refers to the cost incurred by NHC HealthCare/Charlotte, LLC.

5.1 Network Pharmacy WO, LLC

Nature of Relationship: For profit affiliate of National HealthCare Corporation.

Goods/Leases/Services Provided: Supply prescription drugs, medical and nursing
supplies to White Oak Manor—Charlotte nursing facility.

12



s Actual/Probable Cost: The value of the goods purchased by White Oak Manor -
Charlotte varies from year to year, For the year ending 12/31/25, the total value was
approximately $828,938.00.

6. Relationships with Religious, Charitable, or Other
Organizations

The disclosures in this section address organizational relationships and are distinct from
the related-party transactions reported in Section 5.

NHC HealthCare/Charlotte, LLC, NHC/OP, L.P. and National HealthCare Corporation, are
not affiliated with a religious, charitable, or other nonprofit organization; therefore, NHC
HealthCare/Charlotte, LLC and NHC is responsible for all financial and contract obligations.
NHC HealthCare/Charlotte, LLC is not a tax-exempt organization.

7. Other Persons Responsible for Obligations

No other person or entity is responsible, directly or indirectly, for the financial or
contractual obligations of NHC HealthCare/Charlotte, LLC.

8. Obligated Groups

NHC HealthCare/Charlotte, LLC is not a member of an obligated group.

9. Debt Covenants and Compliance

NHC HealthCare/Charlotie, LLC is not subject to any debt covenants.

10. Third-Party Management Arrangements

NHC HealthCare/Charlotte, LLC does not employ a third-party manager to operate Sharon
Village Apartments.

11. Real Property Leases

NHC HealthCare/Charlotte, LLC does not lease any part of the real property of the
Continuing Care Retirement Community.

13



12. Endowment Funds

The provider does not maintain any endowment funds and does not have access to
endowment funds through a related party.

13. Description and Location of the Community

NHC HealthCare/Charlotte, LLC operates Sharon Viltage Apartments located at 4009 Craig
Avenue, Charlotte, NC 28211. The 4.559-acre site includes 34 apartments, all with ground
floor entrance, and a180-bed nursing facility.

Sharon Village Apartments combines beauty, dignity, and security to create a remarkably
attractive atmosphere. There are 34 one- and two-bedroom apartments carefully planned to
provide convenience, safety, and privacy at Sharon Village,

In the kitchen, you’ll find all those extras you’ve come to expect - refrigerator, dishwasher,
disposal, stove, and oven. Spend afternoons relaxing on your screened porch, in the
company of friends orin undisturbed privacy. Located in each apartment are emergency call
systems connected to the nurses’ station in the adjacent White Qak Manor — Charlotte
nursing center. In addition, centrally located are a dining area and community room.

The White Oak Manor — Charlotte nursing center is a licensed 180-bed Medicare and
Medicaid certified nursing facility staffed 24-hours a day with health professionals.

Physical, speech and occupational therapists are available to apartment residents.
Activities at Sharon Village are planned to meet the needs and desires of the individual
resident. We offer planned and stimulating entertaining activities for one to enjoy at the
community as well as outside excursions to satisfy everyone’s faste. You're not bound by a
schedule but are free to set your own pace.

14. Living Units by Level of Care

As of December 31, 2025, Sharon Village Apartments and White Oak Manor-Charlotte
include:

s 34 independent living units/apartments

¢ 180 skilled nursing beds

15. Continuing Care at Home Program

NHC HealthCare/Charlotte, LLC does not operate a continuing care at home program.
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16. Resident Population Served

As of December 31, 2025, the resident population served by Sharon Village Apartments
under continuing care contracts was as follows:

e 32 residents inindependent living
e 144 residents in skilled nursing

As of December 31, 2025, the community maintained a waitlist for admission to
independent living consisting of 9 individuals. Individuals on the waitlist are prospective
applicants and are not residents of the community unless and until they have executed a
continuing care contract and commenced residency.

To be placed on the independent living waitlist, prospective applicants are required to
submit a $500 waitlist deposit. If the applicant later enters into a continuing care contract,
the waitlist deposit is applied toward the first month’s rent.

Placement on the waitlist does not guarantee admission to the community or priority for a
specific unit and does not create contractual rights unless expressly provided in a continuing
care contract.

17. Occupancy Rates

The 12-month daily average occupancy rates for Sharon Village Apartments for the past five
fiscal years were as follows:

Table 17.1 - Historical Occupancy Rates (12-Month Daily Average)

FiscalYear-End | In dependent Living (%) | Skilled Nursi ng (%)
12/31/2025 92.33% 79.75%
12/31/2024 95.74% 77.67%
12/31/2023 90.87% 78.78%
12/31/2022 51.23% 66.43%
12/31/2021 90.86% 62.83%

18. Semiannual Resident Meetings

NHC HealthCare/Charlotte, LLC holds meetings with residents of the Sharon Village
Apartments at least twice each year, as required by law.
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Fiscal Year 2025 Meeting Dates
e Aprit 23,2025
e Qctober23, 2025

Julia Edwards, Executive Director, was present at the April 23, 2025 and October 23, 2025
resident meeting to answer any questions or concerns by the residents.

19. Resident Property Rights

Residents do not hold ownership or property rights in the real estate of Sharon Village
Apartments. Residency and access to services are governed solely by the continuing care
contract,

20. Services Provided Under the Contract

NHC HealthCare/Charlotte, LLC offers services under continuing care contracts at Sharon
Village Apartments. The following disclosures describe the services included in each
contract type, as well as those available for additional charge.

20.1 Health Care Services

Residents of Sharon Village Apartments have access to skilled nursing on campus. Health
services include 24-hour nursing, medication management, rehabilitative therapies, and
coordination with residents’ personal physicians.

20.2 Continuing Care Retirement Community (CCRC) Contracts

Residents living on the Sharon Village Apartments campus receive the following services as
part of their monthly fees, with additional services available at an extra charge.

20.2.1 Services Included in Monthly Fees

« One daily meal in the community dining room (independent living; three daily meals
in skilled nursing)

« Bi-weekly housekeeping
»  Weekly linen service in conjunction with the on campus skitled nursing facility
¢« Scheduled local transportation
« Basic utilities, including electricity, water, heating, air conditioning, and basic cable
¢ Social, cultural, and recreational programming
e Care coordination for transitions between levels of care
20.2.2 Services Available at Additional Charge

e Guestmeals
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= Expanded television, internet, and telephone packages
« Salon and barber services
» Specialtransportation outside scheduled routes

« Concierge services and private duty care

20.3 Delivery of Services

Core residential, and skilled nursing services are provided directly by NHC
HealthCare/Charlotte, LLC. Certaintherapies (physical, occupational, and speech) are
furnished under contract with independent third parties.

21. Resident Fees

Nonancillary fees at Sharon Village Apartments consist of required, ongoing fees such as
retention fee deposits, monthly service fees, and transfer fees. The following tables show
current fee schedules, along with historical information on retention fee deposits and
monthly fee increases over the past five fiscal years. Narrative explanations of household
composition changes, transfer fees, and resale fees are aiso included.

21.1 CCRC Contracts

CCRC contracts represent continuing care contracts for residents who live at the Sharon
Village Apartments campus.
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Table 21.1: Current Monthly Fees (CCRC Contracts)

Unit Type Single Occupant Double Ocecupant
 Efficiency $1,080 N/A
“Independent Living — One Bedroom $1,410 $1,800 °

- With Retention Deposit

Independent Living - One Bedroom $1,770 $2,170
- Deluxe With Retention Deposit : : :

Independent Living — Two Bedroom $2,100 $2,500 :
~ With Retention Deposit ' |

 Efficiency — Straight Rental Plan @ $1,440 N/A
Independent Living— One Bedroom $1,860 $2,270 -

- Straight Rental Plan ‘ -
Independent Living - One Bedroom : $2,270 $2,660

- Deluxe Straight Rental Plan =

Independent Living - Two Bedroom $2,630 | $3,030

~ Straight Rental Plan

 Skilled Nursing (private pay) $9,120 $8,490 |

The purpose of the Retention Deposit is to reduce the monthly rent when compared to the
Straight Rental Plan.

Although Sharon Village Apartments will attempt to keep rental increases to a minimum,
during any calendar year following the first full calendar year of this Agreement, Sharon
Village Apartments may, due to an increase in the cost of operation, or for any other reason,
upon thirty (30) days prior written notice to existing Residents, increase the monthly rental
payable hereunder so long as the sum of the increases in monthly rental during any calendar
year does not exceed the greater of:

(i) Six (6%) percent of the average monthly rental during the preceding
calendarvyear; or

(i)  An amount equal to the average monthly rental during the preceding calendar
year multiplied by the percentage increase in the “Consumer Price Index”
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figures for January and December of the preceding calendar year, the
Consumer Price Index being the “Consumer Price Index - U.S. City Average - All
lterns Figures for Urban Wage Earners and Clerical Workers (including Single
Workers), which index is currently published in the “Monthly Labor Review” of
the Bureau of Labor Statistics of the United States Department of Labor, orits
successor index.
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Table 21.2: Historical Increases in Monthly Fees (CCRC contracts)

Flscal Year-End -_.:53__:' Average %:.lncfeéé'e Average $ lrj'ér.ease" 3 :_- ; Fr_e_quency
12/31/2025 | No. Increase No Increase No Increase
12/31/2024 6% $111 | Every Other Year
09/30/2023 No Increase No Increase No Increase
09/30/2022 3% $52 | Every Other Year
09/30/2021 No Increase No Increase No Increase

Table 21.3: Current Retention Deposits (CCRC Contracts)

=T RetenuonDepos.t | RetentlonDeposlt .7
e UBRY . RER)

Efﬁciency $17,000 N/A
independent Living - Apartment $22,000 $30,000
Independent Living - Deluxe $26,000 N/A
Apartment

Table 21.4: Historical Increases in Retention Deposits {CCRC contracts)
12/31/2025 No Increase No Increase Ne Increase
12/31/2024 No Increase No Increase | Nolncrease
09/30/2023 No Increase No Increase | No Increase
09/30/2022 No Increase No Increase | No Increase
09/30/2021

No Increase

No Increase

No Increase

Refundability terms vary by contract and are disclosed in Section 22.
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21.2 Household Composition Changes

If a current resident(s) of Sharon Village Apartments becomes married, the rent will
increase based on the rent schedules in effect at that time for two persons. No additional
deposit is required and the balance outstanding on any deposit({s} will continue to amortize
in accordance with each Resident’s original Rental Agreement. A new Rental Agreement
will be negotiated between Sharon Village Apartments and the husband and wife as
Residents. Other than for medical reasons there are no gqualifying requirements for a
spouse to meet as a condition for entry. In the event the spouse does not medically qualify
for admission, the agreement will terminate and alternate placement will be required.

21.3 Transfer Fees and Resale Fees

Atransfer fee may apply if resident request a transfer from their current apartment to
another. After 10 years of residency in the same apartment, a transfer fee may be waived. A
50% transfer fee will apply if transfer occurs within 5-10 years of residency. If request is
made prior to 5 years, 100% of the transfer fee will apply. An exception to the transfer fee
may apply if a prearranged agreement signed by both parties stipulates a desire to transfer
to another specific apartment within one year. The transfer fee is not a preset cost but is
based on cost to refurbish the vacated apartment.

No resale fees are charged because residents do not hold ownership rights in their living
units.

22, Refundable Retention Fee Obligations

22.1 Conditions for Refunds

Certain continuing care contracts at Sharon Village Apartments include a declining-
balance under which the refundable portion of the retention fee decreases on a yearly
hasis and amortizes to 0% after a four-year period. Once the amortization period has
elapsed, no refund is payable upon termination of the contract or the death of the resident.
These contracts therefore do not create refundable retention fee obligations beyond the
initial amortization period. Under these contracts, a portion of the original retention fee is
refundable when a resident permanently vacates their independent living unit, provided
that all other contractual conditions for a refund have been satisfied. Refunds are payable
within 30 days after these conditions are met. The primary source used to satisfy
refundable retention fees is operating cash flow and/or fees from the new owners.
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22.2 Refund Obligations as of December 31, 2025

Number of Aggregate

Category Contracts Amount
Refunds for which all contractual conditions have been 0 $0 |
- satisfied but payment is not yet due. ‘
Refunds currently due (including amounts 30+ days past 0 $0
due) '
Refunds due to residents who have vacated their
independent living unit and now reside in a non- 0 $0
. independent living unit either within or outside the
- community
" Refunds due to residents who have vacated their
independent living unit and now reside in a non- 0 $0

- independent living unit, and whose former unit has
. already been resold.

As of December 31, 2025, NHC HealthCare/Charlotte, LLC had $0 in total refundable
retention fee obligations. No refunds were contractually due or past due at year-end.
Obligations will be satisfied in accordance with contract terms.

23. Financial Hardship Policies

23.1 Policies for Residents Unable to Pay

NHC HealthCare/Charlotte, LLC does not allow residents to remain in the community after
becoming unable to pay required fees.

24. Contract Cancellation and Refund Policies

24.1 Provider-Initiated Cancellation
NHC HealthCare/Charlotte, LLC may terminate a continuing care contract:
e Before occupancy or commencement of services, if:

o The applicant fails to meet health or financial eligibility requirements at the
time of application;

o The applicant provided materially false or misleading information during the
application process; or
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o Admission would pose a direct threat to the health and safety of others.
After occupancy or commencement of services, if:

o Persistent nonpayment of monthly fees occurs;

o Theresident commits a material breach of contract terms; or

o The resident engages in disruptive or harmful conduct that materially impairs
the rights of other residents or the orderly cperation of the community.

24.2 Resident-Initiated Cancellation

Aresident may cancel a contract under the following circumstances:

Before occupancy or commencement of services:

Sharon Village Apartments does not accept any retention fees prior to occupancy or
commencement of services. The $500 waiting list deposit is fully refundable if
resident cancels prior to occupancy or commencement of services.

After occupancy or commencement of services:

A resident may voluntarily cancel by providing 60 days’ written notice. Refundable
retention fees, if any, are returned in accordance with Section 22 once all
contractual conditions are satisfied.

24.3 Refunds Upon Cancellation

»

Refundable retention fees are returned in accordance with Section 22 — Refundable
Retention Fee Obligations.

Nonrefundable portions of retention fees are retained by NHC
HealthCare/Charlotte, LLC,

Prepaid monthly fees are prorated to the date the living unit is vacated or services
cease, and any remaining balance is refunded.

24.4 Refunds Upon Death

Before occupancy or commencement of services:

Sharon Village Apartments does not accept any retention fees prior to occupancy or
commencement of services. The $500 waiting list deposit is fully refundable if
resident dies prior to occupancy or commencement of services.

After occupancy or commencement of services:

Refunds are made according to the standard refundable retention fee provisions
described in Section 22. Prepaid monthly fees are prorated to the date of death and
refunded.
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25. Re-occupancy of Units

Aliving unit at Sharon Village Apartments may be reassigned to a new resident under the
following circumstances:
25.1 Resident-Initiated Vacating

* Voluntary termination: When a resident cancels their continuing care contract and
permanently vacates the living unit.

¢ Transfer to a higher level of care: When a resident moves from independent living
to adult care or skilled nursing, and the contract permits the original living unit to be
reassigned.
25.2 Provider-Initiated Vacating

e Contract termination by provider: When a contract is terminated by the provider
under the circumstances described in Section 24 — Contract Cancellation and
Refund Policies.

* Persistent nonpayment: When a resident fails to meet contractual payment
obligations and the provider declares the contract terminated.

25.3 Temporary Absences

Hospitalizations, rehabilitative stays, or other temporary absences do not constitute a
vacating of the living unit and do not permit re-occupancy by a new resident.

25.4 Refunds

Refunds associated with the vacating of a living unit are handled in accordance with
Section 22 - Refundable Retention Fee Obligations. Refunds are payable within 30 days
after conditions are met.

26. Resident Relocation

Residents of Sharon Village Apartments may be required to relocate from their current
living unit to another living unit within the community under the following circumstances:

24



26.1 Resident Needs

Health-Related Transfer: When a resident’s medical condition requires a move to a
more supportive level of care, such as skilled nursing.

Safety and Accessibility: When the current living unit no longer meets the
resident’s safety or accessibility needs (for example, due to mobility limitations or
inability to safely navigate stairs).

26.2 Provider Needs

Renovation or Construction: When construction, renovation, or repair work
requires temporary or permanent relocation.

Operational Necessity: When the continued occupancy of a living unit materially
interferes with the orderly operation of the community and no reasonable
alternative exists. This provision is applied only in limited circumstances.

26.3 Process

Relocation decisions are made in consultation with the resident, the resident’s
family (if applicable), and appropriate health professionals.

The provider makes reasonable efforts to relocate the resident to a comparable
living unit within the community, meaning one of similar size, type, and monthly fee
level whenever possible.

If relocation is required for renovation or construction purposes, the provider will
inform the resident in advance and clarify whether the move is temporary or
permanent.

26.4 Financial O‘bligations

All monthly fee obligations continue in accordance with the terms of the resident’s
contract, regardless of relocation.

27. Admission and Continuation Standards

27.1 Admission Requirements

Admission to Sharon Village Apartments is subject to both health and financial screening
at the time of application.
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27.1.1 CCRC Contracts

Health Standards: Applicants for independent living must be capable of living
safely and independently at the time of entry, with or without reasonable
accommodations. A current medical history and health assessment completed by
the applicant’s physician is required. Applicants requiring immediate assisted living,
memory care, or skilled nursing are not eligible for independent living entry.

27.2 Continuation Requirements

CCRC Contracts: Once admitted, residents may remain at the community
regardless of changes in health. Residents may be required to relocate to a higher
level of care (see Section 26 — Resident Relocation) if their health needs can no
longer be met safely in their current living unit.

27.3 Changes in Condition Before Occupancy or Commencement of

Services

CCRC Contracts: If a resident’s health materially declines between signing a
contract and the date of initial occupancy, the provider may re-evaluate eligibility for
independent living and may require admission to a higher level of care, if available. If
no suitable accommeodation is available or if the applicant no longer meets entry
requirements, the contract may be canceled and fees refunded in accordance with
Section 24 - Contract Cancellation and Refund Policies. If a material change in
financial condition occurs before occupancy (such as loss of income or assets
heeded to pay monthly fees), the provider will re-evaluate eligibility. If standards are
no longer met, the contract may be canceled and wait list fees will be refunded.

28. Age and Insurance Requirements

28.1 Age Requirements

The minimum age for admission to Sharon Village Apartments under a continuing
care contract is 65 years.

Avyounger spouse or parther may also be admitted if the primary applicant meets
the minimum age requirement.

There is no maximum age limit for admission, provided the applicant meets the
health and financial eligibility standards described in Section 27 - Admission and
Continuation Standards.
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28.2 Insurance Requirements

The provider does not impose insurance requirements for admission or continued
residency.

28.3 Special Conditions

¢ [Exceptions to the minimum age requirement may be considered on a case-by-case
basis if a younger applicantis married to or partnered with an eligible applicant, or if
otherwise required to maintain household composition.

29. Reserve Funding and Refund Security

29.1 Cash and Investments

Liquidity is managed centrally by National HealthCare Corporation (NHC), with
substantially all unrestricted cash, cash equivalents, and marketable securities
maintained at the parent company level rather than at the individual community level. As a
result, facility-level cash balances and Days Cash on Hand ratios are not indicative of the
liquidity resources available to the communities. NHC provides ongoing cash
management, working capital support, and access to system-wide liquidity resources for
the operation of the communities. As of December 31, 2025, NHC reported Days Cash on
Hand of 69.44 days and a Cushion Ratio of 26.59x, reflecting approximately $255.8 million
of unrestricted cash, cash equivalents, and marketable equity securities. Accordingly,
management believes the consolidated liquidity position of NHC provides a more
meaningful measure of available liquidity than the individual facility cash balances.

As of December 31, 2025, NHC HealthCare/Charlotte, LLC and its parent held $255.8
million in unrestricted cash and investments. Within this balance, $550,000 has been
designated by NHC HealthCare/Charlotte, LLC and NHC to prioritize liquidity for future
entrance fee refunds. These funds remain unrestricted for accounting purposes but reflect
the intent to maintain liquidity for resident entrance fee refund obligations.

29.2 Investment Management and Oversight

Based on the terms of the resident agreement, initial deposits are not required to be in an
Escrow or Trust Account,
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29.3 Statutory Operating Reserve Requirement
As of December 31, 2025, Sharon Village Apartments’ 12-month rolling average

independent living unit occupancy was 92.3%. Based on this level of occupancy, the
required statutory operating reserve was 25% of projected operating costs for the next 12

months.

Table 29.1: Statutory Operating Reserve Calculation (as of December 31, 2025)

Cor-n:p:one.nt
Total projected operating expenses
- Add: Debt service (principal and interest)
Less Prlnclpal and mterest (cd&éréd by Débt Sérv.icre)Réserve Fund) -
less: Depreciationand amortization
Less: DOI Approved SNF Expense Exclusion Limited to Cross-Over Usage
Netprojectedoperatingcosts
Appllca ble ré;e rve percentagebased on occupancy
Required operatingreserve
Unrestricted cash & investments on hand

. Excess above required reserve

Summary: The required statutory operating reserve was $135,561. NHC

© (15,719,616) |

Amount

-~ $16,785,719

$0.
(0)

(451,850) |

$614,244
25% |

$153,561 |

; $291,205 |

$137,644 ¢

HealthCare/Charlotte, LLC held $291,205 in assets limited to use investment account,
providing an excess cushion of $137,644 above the statutory minimum. Sharon Village
Apartments uses a DOl approved alternate calculation which excludes skilted nursing cost

not attributed to independent living residents’ usage.

29.4 Refund Security (Retention Fee Refunds)

NHC HealthCare/Charlotte, LLC is not required by statute to escrow retention fees and

none are maintained in escrow.
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30. Expansion and Renovation Plans

NHC HealthCare/Charlotte, LLC has no current plans for expansion or renovations.

31. Audit Opinion and Timeliness

The consolidated financial statements of National HealthCare Corporation and its
subsidiaries, including NHC HealthCare/Charlotte, LLC, for the fiscal year ended
December 31, 2025, were audited by Deloitte & Touche LLP (Nashville, TN).

e Timeliness: The audit was completed and issued within 150 days of fiscal year-end,
meeting statutory requirements.

« Audit Opinion: The independent auditor issued an unqualified opinion {a “clean”
audit opinion) on the consolidated financial statements.

To comptly with NCDOI reguirements, Clifton Larson Allen LLP conducted an additional
independent audit to provide the required audited statements for NHC
HealthCare/Charlotte, LLC.

32. Audited Financial Statements

The audited consolidated and location specific financial statements of NHC
HealthCare/Burlington, LLC, NHC HealthCare/Charlotte, LLC and NHC HealthCare/Tryon,
LLC for the fiscal year ended December 31, 2025, are attached hereto as Appendix A and
form an integral part of this Disclosure Statement. These statements include the balance
sheet, statement of operations, statement of cash flows, and accompanying notes, and
have been prepared in accordance with generally accepted accounting principles (GAAP).

Because the financial statemenis are presented on a consolidated basis, supplemental
consolidating schedules provide provider-level detail for NHC HealthCare/Charlotte, LLC.

33. Five-Year Prospective Financial Statements

Forecasted statements including NHC HealthCare/Charlotte, LLC for the period 2026
through 2030 are attached hereto as Appendix B. These statements were prepared and
compiled by Clifton Larson Allen LLP, and include a summary of significant assumptions
and accounting policies.

Because the prospective financial statements are presented on a consolidated basis,
supptemental consolidating schedules provide prospective operating results for NHC
HealthCare/Charlotte, LLC on a stand-alone basis.
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34. Variances from Prospective Financial Statements

For the fiscal year ended December 31, 2025, management reviewed the results of
operations for NHC HealthCare/Charlotte, LLC against the prospective financial
statements filed in the prior year, Variances included both financial line items and key
assumptions, such as occupancy, used in preparing the projections. The following material
variances were identified:

Table 34.1: Variance Analysis - Fiscal Year Ended 12/31/25

Category

Cash and Cash
: Eguivalents (A)

Accrued Wages and
. Other Liabilities (D)

Employee Benefits

(G)

Accounts Receivable

- Cash Flow (1)

Projected
Amount

$750,000

$491,181

. $793,000

($5,925)

Actual Variance

- Amount

$5,099  ($744,901)

Explanation

Cash balances were adjusted to

- reflect actual facility-level

balances at year-end. The forecast

- was based on how cash was

. recorded in the prior year, before
: these adjustments. White Oak

+ facilities use zero-balance

. accounts, with all cash held at

$784,814 : ($293,633)

| corporate.

Accrued wages were higher than

- forecast due to the timing of pay :
- dates. The number of accrued days

" was 8in 2024 compared with 21in
. 2025, This unusual difference was

$668,740 ($124,260)

. not reflected in the forecast.

Expenses were lower than forecast .

- due to fewer covered employees.

- In addition, NHC's insurance plan
~cost less than the legacy White

- Oak policy used through 2024 as

the basis for the forecast.

$666,889 | +$672,814

Receivables at the close of fiscal
year 2024 were higher due to

- NHC's acquisition of White Oak

- and the related transition

. activities. The forecast assumes

: receivables will increase with rate
_increases.
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Category Projected
Amount
Intercompany ($159,881) -
- Accounts Receivable |
. —Cash Flow (J)
Accounts Payable — $761,873 ‘-
 Cash Flow (K) 3
Accrued Wages and $54,309 ¢

. Other Liabilities -
. Cash Flow (L)

35. Key Financial Metrics

Actual
Amount

$156 166 - +$316 047 :

($83, 775) $845 648)

$347,943 +$293,634

Variance

Explanation

CMS/Palmetto GBA was still

: _ processing the Change of

Ownership (CHOWY/855). Until the

CHOWWas processed and
- approved, banking information

could not be updated. Paymenis

~ continued to be sent to White

: Oak’s former bank accounts and
- had to be transferred manually.

' This balance represents the

- change in the amount awaiting
transfer at month-end; these

- timing-related balances are
difficult to forecast.

Accounts payable decreased from

: the prior year due to multiple

' factors. Year-end 2024 was five
" months after the acquisition, when -
_ many processes and new systems
- were still being imptemented.

' Expenses remained consistent ;
throughout the year, and adequate
cash levels allowed payments to '
be made on time.

Accrued wages were hlgherthan
forecast due to the timing of pay

- dates. The number of accrued days
- was 8in 2024 compared with 21 in
. 2025. This unusual difference was

- not reflected in the forecast.

This section presents the eight statutory financial ratios required under N.C. Gen. Stat. 8
58-64A-150(a)(39). Historical values are based on audited financial statements;
prospective values are derived from the provider’s five-year prospective financial
statements. Comparative statewide medians will be published by the North Carolina
Department of Insurance beginning in late 2026.
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For the tables below, FY =the most recent fiscal year end.

Full statutory text of definitions is provided in Appendix F.

35.1 Liquidity Ratios

Days Cash on Hand (DCOH). Number of days the provider (obligated group) could pay its
normal cash operating expenses using unrestricted cash and investments. More days
generally means stronger liquidity.

Cushion Ratio (CUSH). Number of times unrestricted cash and investments could cover
one year of debt service. Higher values mean more resources to pay debt service.

Table 35.1: Liquidity Ratios - Provider Only

Ratio FY-2  Fy4 FY FY«1  FY+2 FY+3
' DCOH N/A 0.00 0.12 112 1.07 1.03
CUSH N/A | N/M N/M | N/M N/M N/M |

Narrative - Provider Only:

Liquidity is managed centrally by National HealthCare Corporation (NHC), with
substantially all unrestricted cash, cash equivalents, and marketable securities
maintained at the parent company level rather than at the individual community level. As a
result, facility-level cash balances and Days Cash on Hand ratios are not indicative of the
liquidity resources available to the communities. NHC provides ongoing cash
management, working capital support, and access to system-wide liquidity resources for
the operation of the communities. As of December 31, 2025, NHC reported Days Cash on
Hand of 69.44 days and a Cushion Ratio of 26.59x, reflecting approximately $255.8 million
of unrestricted cash, cash equivalents, and marketable equity securities. Accordingly,
management believes the consolidated liquidity position of NHC provides a more
meaningful measure of available liguidity than the individual facility cash balances.

Below are the Ratios based on NHC as a whole company:
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Table 35.2: Liquidity Ratios - NHC

Ratio FY-2 FY-1 FY FY+1 FY+2 FY+3
DCOH 76.40 . 66.89 69.44 N/A | N/A NA
. CUSH N/M . 1363 26.59 . NA | NA NA

35.2 Profitability Ratios

Operating Ratio (OR). Compares current operating expenses {excluding depreciation and
amortization) to current operating revenues (excluding entrance fee amortization). Lower
percentages mean operating revenues are more easily covering cash operating expenses.

Net Operating Margin (NOM). Shows the result from core resident services. Higher values
mean a stronger operating result from resident services.

Adjusted Net Operating Margin (NOM-A). Shows the operating result after also counting
net entrance fee cash received during the year. Higher values mean the result is improved
when net entrance fee cash is included.

Table 35.3: Profitability Ratios - Provider Only

Ratio P2 - FY1  FY FY+ FY+2 FY+3
OR - o .N)A - 82.4% _ 81 ..léO-%.‘- - 83% | 53% “ 83%.?
NOHM - o N/A | .'Vl.5‘.2% 15.86.‘%0“" | 147% ” .14.8;%”? 1;41;8%
[t e PO N I R

Narrative ~ Provider Only:

Charlotte generated strong operating margins during FY 2024 and FY 2025 and is projected
to maintain stable profitability through FY 2028. No new entrance fee deposits were
accepted during FY 2024 or FY 2025: therefore, the Net Operating Margin and Adjusted Net
Operating Margin are the same for those years.

35.3 Capital Structure Ratios

Debt Service Coverage (DSCR). Measures ability to pay annual debt service from
operations and net entrance fee cash. Higher values indicate greater ability to pay debt
service.

Unrestricted Cash & Investments to Long-Term Debt {CD). Compares unrestricted cash
and investments to long-term debt, Higher values indicate more unrestricted cash and
investments relative to debt.
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Capital Expenditures to Depreciation (CED). Indicates reinvestment relative to
depreciation expense. Values at or above 1.0x usually mean the provider is reinvesting
enough 1o keep up.

Table 35.4: Capital Structure Ratios - Provider Only

Ratio OFY-2 FY-1 FY FY+1 FY+2 FY+3
I N/M o o . e
o0 | AL oasc o ode 07 o7mx

Narrative — Provider Only:

Charlotte does not have facility level long term debt, and National HealthCare Corporation
(NHC) reported no long-term debt outstanding at December 31, 2025. Accordingly, Debt
Service Coverage and Unrestricted Cash and Investments to Long-Term Debt ratios are not
meaningful at the community level. Since acquisition by NHC in 2024, the community has
continued to receive capital investment to maintain and improve the physical plant. The
Capital Expenditures to Depreciation ratio is influenced by increased depreciation resulting
from purchase accounting adjustments recorded upon acquisition, which increased the
depreciable asset basis. As a result, a ratio below 1.0x does not necessarily indicate
underinvestment, and management expects to continue funding capital improvements
necessary to maintain the quality and competitiveness of the community.

35.4 Overall Summary

Charlotte continues to demonstrate strong operating performance and financial stability.
The community generated solid operating margins in FY 2024 and FY 2025 and is projected
to maintain favorable results through FY 2028. Management expects stable occupancy,
continued demand for services, and disciplined expense management to support ongoing
profitability. Charlotte also benefits from ongoing capitat investment and operational
support provided through National HealthCare Corporation (NHC). With centralized
liquidity management, no facility long-tern debt, and a strong operating profile, Charlotte is
well positioned to maintain its financial strength and continue serving residents effectively
in future years.

Actuarial Opinion and Balance

Actuarial study has not been performed.

34



36. Most Recent Department Examination Report

The North Carolina Department of Insurance has not cenducted an examination of NHC
HealthCare/Charlotte, LLC pursuant to Article 64A of the North Carolina General Statutes.

37. Other Material Information

Management has reviewed whether there are any additional facts, circumstances, risks, or
events that could reasonably be expected to influence a prospective or current resident’s
decision to contract with NHC HealthCare/Charlotte, LLC. Other than the disclosures
provided in prior sections of this Disclosure Statement, management has determined that
ne additional material information requires disclosure at this time.

38. Contract Forms and Attachments

NHC HealthCare/Charlotte, LLC offers two continuing care contracts. Representative
forms are attached hereto as Appendix D.

38.1 Continuing Care Contracts

NHC HealthCare/Charlotte, LLC offers two forms of continuing care contracts, which differ
primarily in their choice of a retention fee deposit plan or straight rental plan. The purpose
of the retention deposit is to reduce the resident’s monthly rental fee.

+ Retention Fee Deposit Plan - Residents pay a retention deposit which decreases
their monthly rental fee. In addition, the refundable portion of the retention fee
decreases on a yearly basis and amortizes to 0% after a four-year period. Once the
amortization period has elapsed, no refund is payable upon termination of the
contract or the death of the resident.

e Straight Rental Plan - Residents pay a higher monthly fee without any retention
fees.

All other terms and conditions of the independent living contracts are substantially similar.
A representative form of these contracts is included in Appendix D.
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Appendix A — Audited Financial Statements

[Placeholder - Insert Audited Financial Statements for Fiscal Year Ended December 31,
2025]
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
NHC/OP, LP
Spartanburg, South Carolina

Report on the Audit of the Combined Financial Statements

Opinion

We have audited the combined financial statements of NHC Healthcare, Tryon, LLC, NHC Healthcare,
Burlington, LLC, and NHC Healthcare, Charlotte, LLC (Subsidiaries of NHC/OP, LP) (the Combined
Subsidiaries) which comprise the combined balance sheet as of December 31, 2025 and the related
combined statements of income, shareholders’ equity, and cash flows for the year then ended, and the
related notes to the combined financial statements.

In our opinion, the accompanying combined financial statements present fairly, in all material respects,
the financial position of the Combined Subsidiaries as of December 31, 2025, and the results of their
operations and their cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Combined Financial Statements section of our report. We are
required to be independent of the Combined Subsidiaries and to meet our other ethical responsibilities
in accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Combined Financial Statements

Management is responsible for the preparation and fair presentation of the combined financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of combined financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the combined financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Combined
Subsidiaries' ability to continue as a going concern within one year after the date the combined financial
statements are available to be issued.

CLAglobal.com/disclaimer
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Board of Directors
NHC/OP, LP

Auditors’ Responsibilities for the Audit of the Combined Financial Statements

Our objectives are to obtain reasonable assurance about whether the combined financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the combined financial statements.

In performing an audit in accordance with GAAS, we;
» Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the combined financial statements,
whether due to fraud or error, and design and perform audit procedures responsive {o those
risks. Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the combined financial statements.

» Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Combined Subsidiaries’ internal control. Accordingly, no
such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
combinad financial statements.

» Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Combined Subsidiaries’ ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit, significant audit findings, and certain internal controf refated
matters that we identified during the audit.

%JM%% L7

CliftonLarsonAllen LLP

Charlotte, North Caroclina
August 11, 2026
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NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
{(SUBSIDIARIES OF NHC/OP, LP)

COMBINED BALANCE SHEET
DECEMBER 31, 2025

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Patient Accounts Receivable
Allowance for Credit Losses
Patient Accounts Receivable, Net
Intercompany Receivabie
Other Current Assefs
Total Current Assets

ASSETS LIMITED AS TO USE

PROPERTY AND EQUIPMENT
Less: Accumulated Depreciation
Property and Equipment, Net

Total Asssts
LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Wages and Other Liabilities
Tenant Deposits
Total Current Liabilities

OTHER LIABILITIES
"‘Deferred Income
Intercompany Payable
Total Other Liabilities

Total Liabilities
SHAREHOLDERS’ EQUITY
Retained Earnings

Total Shareholders’ Equity

Total Liabilities and Sharehoiders’ Equity

See accompanying Notes to Combined Financial Statements.

(3)

$

12,133
4,154,922
{617,295)

3,637,627
1,315,402
298,722

5,263,884
1,067,634

54,981,635
{2,439,378)

52,842 257

58,863 675

484,600
2,125,750
8,836

2,619,186

732,402
50,537,076

51,269,478

53,888,664

4,975,011

4,975,011

58,863 875




NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

COMBINED STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2025

REVENUE
Patient Service Revenue
Apartment Rents
Deposit Amortization
Interest and Other Ravenue
Total Revenue

EXPENSES
Nursing Services
Ancillaries
Dietary
Social Services
Activities
Medical Records
Laundry and Linen
Housekeeping
Facility Cperations and Maintenance
Depreciation
Interest Expense
Property Taxes and Insurance
Employee Benefits
General and Adminisirative
Total Expenses

NET INCOME

See accompanying Noles to Combined Financial Staternents.

(4)

$ 43,053 462
3412027
362,499
151,3H

48,979,379

19,481,423
3,677,884
4,276,695

508,482
470,383
146,200
605,079
1,333,423
2,583,716
1,766,446
106
832,998
2,156,938
6,115,356

43,945,128

$ 3034251




NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLLC
{SUBSIDIARIES OF NHC/OP, LP)

COMBINED STATEMENT OF SHAREHOLDERS’ EQUITY
YEAR ENDED DECEMBER 31, 2025

Total
Retained Shareholders'

Earnings Equity
BALANCE - DECEMBER 31, 2024 $ 1,940,760 $ 1,940,760
Net Income 3,034,251 3,034,251
BALANCE - DECEMBER 31, 2025 - $ 4975011 3 4975011

See accompanying Notes to Combined Financial Statements,
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NHC HEALTHCARE, TRYON, LL.C
NHC HEALTHCARE, BURLINGTON, LL.C, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

COMBINED STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2025

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to Reconcile Net income to Net Cash
Provided by Operating Activities:
Depreciation
Provision for Credit Losses
Unearned Deposit Income and Other Liabilities
Loss on Disposal of Property
Decrease (Increase) in:
Patient Accounts Receivable
Other Asssts
increase {Decrease) in:
Cash Qverdraft
Accounts Payable
Accrued Wages and QOther Liabilities
Tenant Deposits
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Putchases of Assets Limited as to Use
Purchases of Property and Equipment
Net Cash Used by Investing Activities
NET CHANGE IN CASH AND CASH EQUIVALENTS

Cash and Cash Equivalents - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR

See accompanying Nofes fo Combined Financial Statements,

6)

$

3,034,251

1,766,446
551460
110,158

11,039

114,356
{14,012)

(201,376)

(224,795)
(1,764,163)
8,836

3,392,200

(1,057,534)
(2,322 533)

{3,380,067)

12,133

$

12,133




NOTE 1

NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The Combined Subsidiaries’ principal business is the operation of skilled nursing facilities,
assisted living facilities, independent living facilities, homecare and hospice agencies, and
behavioral health hospitals. Business activities include providing sub—acute and post-acute
skilled nursing care, intermediate nursing care, rehabilitative care, memory and Alzheimer's
care, senior living services, home health care services, hospice services, and behavioral
health services.

Principles of Combination

The combined financial statements include the accounts of NHC HealthCare, Tryon, LLC,
NHC HealthCare, Burlington, LLC, and NHC HealthCare, Charlotte, LLC. All related party
balances and intra-company transactions have been eliminated in combination.

Use of Estimates

The preparation of combined financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the combined financial statements. Estimates
could also affect the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Cash Equivalents

Cash equivalents consist of temporary bank deposits, money market instruments, and
certificates of deposit with an original maturity of three months or less at the date of
purchase. As of December 31, 2025, the Combined Subsidiaries had a cash balance of
$12,133.

Allowance for Credit Losses

The Combined Subsidiaries provide an allowance for current expected credit losses using
Management’s judgment. The adequacy of the Combined Subsidiaries’ allowance for credit
losses is reviewed on an ongoing basis, using historical payment trends, write-off
experience, aging of receivables, a review of specific accounts, as well as current economic
conditions and market trends, and adjustments are made to the allowance as necessary.
Residents are not required to provide collateral for services rendered. Payment for services
is required upon receipt of invoice or claim submitted. Accounts past due more than 45 days
are individually analyzed for collectability. At December 31, 2025, the allowance for
uncollectible accounts was approximately $517,000.
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NOTE 1

NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Assets Limited as to Use

Assets limited as to use primarily include assets required fo be sef aside by the Department
of Insurance of the State of North Carolina as operating reserves and amounts received for
advance admission deposits. All assets limited as to use are held in cash or cash
equivalents,

Property and Equipment

Property and equipment are recorded at cost and include assets costing greater than $500
in North Carolina nursing homes, apartments, and assisted living facilities at the time of
purchase with a useful life greater than one year. Routine maintenance, repairs, and
renewals are charged to expense. Expenditures that materially increase values, change
capacities, or extend useful lives are capitalized. Depreciation is calculated on the straight-
line method over the estimated useful lives of depreciable assets. Equipment is depreciated
over 5 to 7 years and building and improvements are depreciated over 10 to 40 years.

Deferred Income

Amounts shown as deferred income were received under two types of rental agreements
available to residents of NHC Healthcare, Tryon, LLC, NHC Healthcare, Burlington, LLC,
and NHC Healthcare, Charlotte, LLC.

Unearned deposit income represents fees that are eamed over the estimated length of stay
of the residents. Under the terms of the rental agreement, the unearned portion becomes
the property of the Apartments in the event of the resident's death. The unearned portion is
refundable to the resident in the event of termination of the lease by either the Apartments
or the resident in decreasing amounts over a four or five year period.

Patient Service Revenue

Patient revenues are recorded at the private pay or expected reimbursement rate.
Contractual adjustments include adjustments for patients admitted as private pay patients
but later reimbursed under third-party payor rates and adjustments for ancillary charges.
Final determination of amounts due fram or to the Medicare and Medicaid programs is
subject to review by appropriate governmental authorities or their agents. Differences
between the amounts accrued and subsequent setflements are recorded in operations in the
year of settlement.

Laws and regulations governing the Medicare and Medicaid programs are complex and
subject to interpretation. The Combined Subsidiaries believe that it is in compliance with all
applicable taws and regulations and is not aware of any pending or threatened
investigations involving allegations of potential wrongdoing. While no such regulatory
inquiries have been made, compliance with such laws and regulations can be subject to
future government review and interpretation as well as significant regulatory actions
including fines, penalties, and exclusion from the Medicare and Medicaid programs.
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NOTE1

NOTE 2

NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(CONTINUED)

Income Taxes

The Combined Subsidiaries are a single-member limited liability company that has not
elected to be treated as an association taxable as a corporation. Accordingly, the Combined
Subsidiaries are treated as a disregarded entity for U.S. federal and state income tax
purposes, and its taxable income or loss is reported on the income tax returns of its sole
member, National HealthCare Corporation OP, LP, a C corporation. As a disregarded entity,
the Combined Subsidiaries are not directly subject to U.S. federal or state income taxes at
the entity level, and no provision or benefit for income taxes has been reflected in the
accompanying combined financial statements.

The Combined Subsidiaries evaluate uncertain tax positions in accordance with ASC 740,
Income Taxes. Management has evaluated the Combined Subsidiaries tax positions and
concluded that the Combined Subsidiaries have taken no uncertain tax positions that require
adjustment or disclosure in the combined financial statements. The Combined Subsidiaries’
sole member remains responsible for any income tax obligations arising from the Combined
Subsidiaries’ operations.

Subsequent Events

In preparing these combined financial statements, the Combined Subsidiaries have
evaluated events and transactions for potential recognition or disclosure through August 11,
2026, the date the combined financial statements were available to be issued.

ASSETS LIMITED AS TO USE
Assets limited as to use are as follows at December 31, 2025:

Designated to Comply with Requirements Established
by the Department of insurance of North Carolina:
Cash and Cash Equivalents $ 1,067,534
Total Designated to Comply 1,057,634

Total $ 1,057,534

(9)



NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE 2 ASSETS LIMITED AS TO USE (CONTINUED)

NOTE 3

Operating Reserve Requirement

The Combined Subsidiaries have three subsidiaries that operate continuing care facilities in
North Carolina: NHC Healthcare, Tryon, LLC, NHC Healthcare, Burlington, LLC, and NHC
Healthcare, Charlotte, LLC. Under the laws and regulations of the Department of Insurance
of North Carolina, which regulates continuing care facilities operating in that state, the
Combined Subsidiaries are required to maintain operating reserves from 25% to 50%,
depending on the occupancy percentage, of the total occupancy costs of the independent
living units (i.e., total expenses less depreciation, amortization, and interest expense) plus
an allocated portion of the skilled nursing facilities expenses based on a ratio of skilled
nursing patient days provided to independent living patients, projected for the 12-month
period following the period covered by the most recent annual statement filed with the
Department of Insurance. The total required reserve at December 31, 2025 is $1,012,088.
These assets are restricted and cannot be used without approval by the Department of
Insurance.

All funds set aside to satisfy the regutatory requirements of the Department of Insurance of
North Carolina are held in money market funds, debt securities, and equity investments.

Deposits
The Combined Subsidiaries hold resident reservation deposits for individuals who have
expressed an interest in being part of a waiting list for upcoming apartment vacancies.

Retention deposits are one-time advance fees paid by apartment residents who wish to
reduce their monthly rents for as long as they occupy an apartment unit. These funds are
amortized over a fixed period stated on the rental agreement.

PROPERTY AND EQUIPMENT

Property and equipment consist of the following at December 31, 2025:

2025

Land and Improvements $ 12,163,608
Buildings 39,867,048
Fixed Equipment 822,369
Moveable Equipment 1,824,730
Vehicles 29,373
Construction in Progress 174 507

Subtotal 54,981,635
Less: Accumulated Depreciation {2 439,378)

Total § 52542257

At December 31, 2025, construction in progress related to general renovations. Depreciation
expense for the year ended December 31, 2025 amounted fo approximately $1,7686,000.
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NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, GHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE4 ACCRUED WAGES AND OTHER LIABILITIES

NOTE 5

Accrued wages and other liabilities consist of the following at December 31, 2025:

Accrued Salaries, Wages, Taxes, and Benefits $ 2125738
Other Accrued Liabilities 12
Total $ 2125750

PATIENT SERVICE REVENUE

Patient service revenue consists of the following for the year ending December 31, 2025

Routine Services $ 46,964,930

Special Services 9,460,494
Subtfotal 56,425,424

Less: Contractual Adjustments {13,371,962)
Total 343063462

Patient service revenue is reported at the amount that reflects the consideration to which the
Combined Subsidiaries expect to be entitled in exchange for providing resident and patient
care. These amounts are due from residents, patients, third-party payors (including health
insurers and government programs), and others and includes variable consideration for
retroactive revenue adjustments due to settlement of audits, reviews, and investigations.
Revenue is recognized as performance obligations are satisfied.

Performance obligations are determined based on the nature of the services provided by the
Combined Subsidiaries. Revenue for performance obligations satisfied over time is
recognized based on actual charges incurred in relation to total expected (or actual)
charges. The Combined Subsidiaries believe that this method provides a faithful depiction of
the transfer of services over the term of the performance obligation based on the inputs
needed to satisfy the obligation. Generally, performance obligations satisfied over time
relate to residents and patients receiving skilled nursing and assisted living services.

The Combined Subsidiaries consider daily services provided to residents of the skilled
nursing facility and monthly rental for housing services, as separate performance obligations
and measures these on a monthly basis, or upon move-out within the month, whichever is
shoiter.

For nursing home and assisted living residents, the Combined Subsidiaries measure the

performance obligation from admission into the facility, to the point when it is no longer
required to provide services to that resident, which is generally at the time of discharge.

(11



NOTE 6

NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

PATIENT SERVICE REVENUE (CONTINUED)

The Combined Subsidiaries determines the transaction price based on standard charges for
goods and services provided, reduced by contractual adjustments provided to third-party
payors, discounts provided to uninsured patients in accordance with the Combined
Subpsidiaries’ policy and/or implicit price concessions provided fo residents. The Combined
Subsidiaries determines its estimates of contractual adjustments based on contractual
agreements, its policies, and historical experience. The Combined Subsidiaries determines
its estimate of implicit price concessions based on the evaluation of individual patients.

Agreements with third-party payors typically provide for payments at amounts less than
established charges.

A summary of the payment arrangements with major third-party payors follows:

Medicaid — Standard Payments to Nursing Facilities

The Combined Subsidiaries have agreements with the state of North Carolina under the
Medicaid program, and participates in the Medicare program.

Medicare — Prospective Payment System Payments to Skilled Nursing Facilities

The Medicare Reimbursement Systemn methodology is based on a patient driven
payment model (PDPM). The PDPM payment system operates similar to PPS in that
patients are assigned standard rates of payment for their specific needs. Under PDPM,
therapy minutes are removed as the primary basis for payment and instead, uses the
underlying complexity and clinical needs of a patient as a basis for reimbursement. In
addition, PDPM introduces variable adjustment factors that change reimbursement rates
during the resident’s length of stay. Therapy services to residents nof in a covered Part
A stay remain the same.

Qther

Payment agreements with cerfain commercial insurance carriers, health maintenance
organizations, and preferred provider organlzatlons provide for payment using
prospectively determined daily rates.
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NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARL.OTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTES PATIENT SERVICE REVENUE (CONTINUED)

Laws and regulations concerning government programs, including Medicare and Medicaid,
are complex and subject to varying interpretation. As a result of investigations by
governmental agencies, various health care arganizations have received requests for
information and notices regarding alleged noncompliance with those laws and regulations,
which, in some instances, have resulted in organizations entering into significant settlement
agreements. Compliance with such laws and regulations may also be subject to future
government review and interpretation as well as significant regulatory action, including fines,
penaities, and potential exclusion from the related programs. There can be no assurance
that regulatory authorities wili not challenge the Combined Subsidiaries’ compliance with
these laws and regulations, and it is not passible to determine the impact (if any) such
claims or penalties would have upon the Combined Subsidiaries. In addition, the contracts
the Combined Subsidiaries have with commercial payors also provide for retroactive audit
and review of claims.

Setllements with third-party payors for retroactive adjustments due to audits, reviews or
investigations are considered variable consideration and are included in the determination of
the estimated transaction price for providing patient care. These settlements are estimated
based on the terms of the payment agreement with the payor, correspondence from the
payor and the Combined Subsidiaries’ historical setflement activity, including an assessment
to ensure that if is probable that a significant reversal in the amount of cumulative revenue
recognized will not occur when the uncertainty associated with the retroactive adjustment is
subsequently resolved. Estimated settlements are adjusted in future periods as adjustments
become known (that is, new information becomes available), or as years are seftled or are
no longer subject to such audits, reviews, and investigations, Adjustments arising from a
change in an implicit price concession fmpacting transaction price, were not significant in
2025,

Generally, residents who are covered by third-party payors are responsible for related
deductibies and coinsurance, which vary in amount. The Combined Subsidiaries estimates
the transaction price for residents with deductibles and coinsurance based on histarical
experience and current market conditions. The initial estimate of the transaction price is
determined by reducing the standard charge by any contractual adjustments, discounts, and
implicit price concessions. Subsequent changes to the estimate of the transaction price are
generally recorded as adjustments to resident service revenue in the period of the change.
Additional revenue recognized due to changes in its estimates of implicit price concessions,
discounts, and contractual adjustments were not considered material for the year ended
December 31, 2025, Subsequent changes that are determined to be the result of an
adverse change in the resident’s ability to pay are recorded as credit loss expense,

(13}



NOTE &

NOTE 6

NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

PATIENT SERVICE REVENUE (CONTINUED)

The Combined Subsidiaries have determined that the nature, amount, timing and
uncertainty of revenue and cash flows are affected by the following factors:

» Payors (for example, Medicare, Medicaid, managed care or other insurance, patient)
have different reimbursement/payment methodologies

» Length of the patient’s service/episode of care
» Method of reimbursement (fee for service or capitation)

» The Combined Subsidiaries’ line of business that provided the service (for example,
skilled nursing, assisted living, independent living, etc.)

For the year ended December 31, 2025, the Combined Subsidiaries recognized revenue of
$43,053,462 from goods and services that transfer to the customer over a period of time.

The Combined Subsidiaries have provided for final settiements with the Medicare program
and with Medicaid in the period the related services are rendered, and adjusts such
estimates as final seftlements are determined. Revenue from the Medicaid and Medicare
programs together accounted for approximately 53% of the Combined Subsidiaries’ patient
service revenue in the year ended December 31, 2025.

The opening and closing contract balances were as follows:

Patient
Accounis
Receivable
As of December 31, 2024 $ 5618,845
As of December 31, 2025 3,637,627

CONCENTRATION OF CREDIT RISK

FDIC Insurance

Financial instruments, which potentially subject the Combined Subsidiaries to
concentrations of credit risk, consist principally of temporary cash investments. The
Combined Subsidiaries place their temporary cash investments with high-quality financial
institutions and limits the amount of credit exposure to any one company. At times, such
investments may be in excess of the Federal Deposit Insurance Corporation (FDIC)
insurance Hmit,

(14)



NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE6& CONCENTRATION OF CREDIT RISK {CONTINUED)

NOTE 7

NOTE 8

Receivables

The Combined Subsidiaries grant credit without coliateral to its patients, most of whom are
local residents and are insured under third-party payor agreements. The mix of receivables
from patients and third-party payors at December 31, 2025 was as follows:

Medicare 5 %
Medicaid 32
Other Third-Party Payors 63

Total 100 %

RELATED PARTY TRANSACTIONS

The Combined Subsidiaries are involved in various transactions with White Oak Pharmacy,
an affiliated company by common management. The accompanying combined financial
statements include balances and transactions between the Combined Subsidiaries and
White Oak Pharmacy as follows at December 31, 2025:

Accounts Payable to White Oak Pharmacy $ 195,498
Nursing Expenses Provided to White Oak Pharmacy 58419
Ancillary Expenses Provided to White Oak Pharmacy 6,915,998
Medical Supplies Provided to White Oak Pharmacy 476,401
Consulting Expenses Provided to White Oak Pharmacy 525,083
Other Expenses Provided to White Oak Pharmacy 77,203

Receivables and payables between the Combined Subsidiaries and other entities of White
Oak Management as of December 31, 2025 are approximately $1,315,000 and
$50,537,000, respectively. .

COMMITMENTS AND CONTINGENCIES

The health care industry is subject to numerous laws and regulations of federal, state, and
local governments. These laws and regulations include, but are not necessarily limited to,
matters such as licensure, accreditation, government health care program participation
requirements, reimbursement for patient services, and Medicare and Medicaid fraud and
abuse. Recently, government activity has increased with respect to investigations and
allegations concerning possible violations of fraud and abuse statutes and regulations by
health care providers. Violations of these laws and regulations could result in expulsion from
government health care programs together with the imposition of significant fines and
penalties, as well as significant repayments for patient services previously billed.

{15)



m CliftonLarsonAllen LLP
‘ CLAconnect.com

INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTARY INFORMATION

Board of Directors
NHC/OP, LP
Spartanburg, South Carolina

We have audited the combined financial statements of the Combined Subsidiaries as of and for the
year ended December 31, 2025, and have issued our report thereon dated
August 11, 2026, which expressed an unmodified opinion on those combined financial statements, and
appears on pages 1 and 2. Our audit was conducted for the purpose of forming an opinion on the
combined financial statements as a whole. The combined information and schedules by subsidiary in
the supplemental schedules are presented for purposes of additional analysis of the combined financial
statements rather than to present the financial position and results of operations of the individual
entities, and is not a required part of the combined financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the combined financial statements. The information has been
subjected to the auditing procedures applied in the audit of the combined financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the combined financial statements or to the
combined financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the combined financial statements as a whole.

WM P

CliftonLarsonAllen LLP

Charlotte, North Carolina
August 11, 2026

.. CLAglobal.com/disclaimer
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NHC HEALTHCARE, TRYON, LLC

NHC HEALTHCARE, BURLINGTON, LLC, AND

NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

COMBINED BALANCE SHEET

DECEMBER 31, 2025
(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Patient Accounts Receivable
Allowance for Credit Losses
Patient Accounts Receivable, Net
[ntercompany Receivable
Other Current Assets
Total Current Assets

ASSETS LIMITED AS TO USE

PROPERTY AND EQUIPMENT
Less: Accumulated Depreciation
Property and Equipment, Net

Total Assets
LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Wages and Other Liabliities
Tenant Deposits
Total Current Liabilities

OTHER LIABILITIES
Defarred income
Intercompany Accounts

Total Other Liabilities

Total Liabilities
SHAREHOLDERS’ EQUITY
Retained Earnings (Accumulated Deficit)

Total Shareholders’ Equity

Total Liabilities and Shareholders' Equity

All
Combined Eliminations Subsidiaries
3 12,133 5 - $ 12,133
4,154,022 - 4,154,922
(517,295) - (517,295)
3,637,627 - 3,637,627
1,315,402 {37,364) 1,352,766
298,722 - 298,722
5,263,884 {37,364) 5,301,248
1,067,634 - 1,057,534
54,981,635 - 54,981,635
(2,439,378) - {2,439,378)
52,542 257 - 52,542 257
$ 58863675 3 {37.364) _$ 58,901,039
$ 484,600 $ - $ 484,600
2,125,750 - 2,125,750
8,836 - 8,836
2,619,186 - 2,619,186
732,402 - 732,402
50,537,076 (37,364) 50,574,440
51,269,478 (37,364) 51,306,842
53,888,664 {37,364) 53,926,028
4,975,011 - 4,975,011
4,975,011 - 4,975,011
$ 58863875 3 (37,364} $ 58,901,039
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NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

COMBINED STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2025
(SEE INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTARY INFORMATION)

All
Combined Eliminations Subsidiaries
REVENUE
Net Patient Service Revenus $ 43,053,462 3 - $ 43,053,482
Apartment Fees 3,412,027 - 3,412,027
Deposit Revenus 362,499 - 362,499
Interest and Other Revenue 151,391 - 151,391
Total Revenue 46,979,379 - 46,979,379
EXPENSES
Nursing Service 19,461,423 - 19,461,423
Ancillaries 3,677,884 - 3,677,884
Dietary 4,276,695 - 4,275,695
Social Services 508,482 - 508,482
Activities 470,383 - 470,383
Medical Records 146,200 - 148,200
Laundry and Linen 605,079 - 605,079
Housekeeping ' 1,333,423 - 1,333,423
Facility Operations and Maintenance 2,693,716 - 2,583,718
Depreciation 1,766,448 - 1,766,446
interest Expense 105 - 105
Property Taxes and [nsurance 832,998 - 832,998
Employee Benefits 2,156,238 - 2,156,938
General and Administrative 6,115,356 - 6,115,356
Total Expensss 43 945,128 - 43,945128
OPERATING INCOME 3,034,251 - 3,034,251
NET INCOME $ 3034251 $ - $ 3,034,251
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NHC HEALTHCARE, TRYON, LLC
(A SUBSIDIARY OF NHC/OP, LP)

BALANCE SHEET

DECEMBER 31, 2025
(SEE INDEFENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

ASSETS
CURRENT ASSETS
Cash L 2,181
Patient Accounts Receivable 484 646
Allowance for Credit Losses (69,063)
Patient Accounts Receivable, Net 415,583
Intercompany Receivable 765,191
Other Current Assets 64,865
Total Current Assets 1,247,820
ASSETS LIMITED AS TO USE 510,886
PROPERTY AND EQUIPMENT, NET 14,699,781
Total Assets $ 16458487

LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT LIABILITIES

Accounts Payable $ 127,000
Accrued Wages and Other Liabilities 514,771
Total Current Liabilities 641,771
OTHER LIABILITIES
Deferred Income 521,668
Intercompany Payable 15,342,624
Total Other Liabilities 15,864,292
Total Liabilities 16,506,083
SHAREHOLDERS' EQUITY
Retained Eamings {47, 578)
Total Sharsholder's Equity {47 576)

Total Liabilities and Shareholder's Equity 3 16,458487
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NHC HEALTHCARE, TRYON, LLC
(A SUBSIDIARY OF NHC/OP, LP}

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2025
(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

REVENUE
Patient Service Revenue $ 9131580
Apartment Rents 1,804,004
Deposit Amortization 233,033
Interest and Other Revenue 100,841

Total Revenue 11,269,558

EXPENSES
Nursing Services 4,670,236
Ancillaries 827,628
Distary 1,337,210
Social Services 163,006
Activities 130,809
Medical Records 30,343
Laundry and Linen 161,586
Housekeeping 375,091
Facility Operations and Maintenance 798,911
Depreciation 655,535
Interest Expense 72
Taxes and Insurance 276,916
Employee Benefits 626,707
General and Administrative 1,483,766

Total Expenses 11,538,006
NET LOSS 3 (268,448)
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NHC HEALTHCARE, BURLINGTON, LLC
(A SUBSIDIARY OF NHC/OP, LP)

BALANCE SHEET
DECEMBER 31, 2026

(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

ASSETS

CURRENT ASSETS
Cash
Patient Accounts Receivable
Allowance for Credit Losses
Patient Accounts Receivable, Net
intercompany Receivabls
Other Current Assets
Total Current Assets

ASSETS LIMITED AS TO USE
PROPERTY AND EQUIPMENT, NET

Total Assets
LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Wages and Other Liabilities
Tenant Deposits
Total Current Liabilities

OTHER LIABILITIES
Deferred Incoms
Intercompany Payable

Total Other Liabilities

Total Liabilities
SHAREHOLDERS' EQUITY
Retained Earnings

Total Sharcholder's Equity

Total Liabilities and Shareholder's Equity

(21

$ 4,853
1,379,159
249,150
1,130,008
516,451
114,229
1,765,542

255,443

18,659,524

$ 20,680,509

3 153,054
826,185

8,000

887,219

201,334
18,670,776

18,872,110

19,859,329

821,180

821,180

20.680,509



NHC HEALTHCARE, BURLINGTON, LLC
(A SUBSIDIARY OF NHC/OP, LP)

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2025
(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

REVENUE
Patient Service Revenue $ 15358,817
Apariment Rents 1,085,423
Deposit Amortization 116,166
Interest and Other Revenue 22,805

Total Revenue 16,553,211

EXPENSES
Nursing Services 7,537,342
Ancillaries 1,154,920
Dietary 1,403,426
Social Services 161,167
Activities 197,459
Medical Records 67,471
Laundry and Linen 236,830
Housekeeping 518,120
Facility Operations and Maintenance 926,684
Depreciation 647,914
interest Expense {(168)
Taxes and Insurance 261,641
Employee Benefits 861,491
General and Administrative 2,308,998

Total Expenses 16,283,295
NET INCOME 3 269916
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NHC HEALTHCARE, CHARLOTTE, LLC
{A SUBSIDIARY OF NHC/OP, LP)

BALANCE SHEET
DECEMBER 31, 2025

(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

CURRENT ASSETS
Cash

ASSETS

Patient Accounts Receivable
Allowance for Credit Losses

Patient Accounts Receivable, Net
Intercompany Receivable

Other Current Assets

Total Current Asseats

ASSETS LIMITED AS TO USE

PROPERTY AND EQUIPMENT, NET

Total Assets

LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT LIABILITIES

Accounts Payable

Accrued Wages and Other Liabilities

Tenant Deposits

Total Current Liabilities

OTHER LIABILITIES

intercompany Payable

Deferred lncome

Total Other Lizbilities

Total Liabilities

SHAREHOLDERS' EQUITY

Retained Earnings

Total Shareholder's Equity

Total Liabilities and Shareholder's Equity

{23)

¥ 5,089
2,291.117
{(199,082)

2,002,035
71,124
119,628

2,287,886
291,205

19,182,952

$ 21762043

$ 204,546
784,814
836

890,196

16,561,040
9,400

16,570,440

17,560,636

4,201,407

4,201 407

$ 21,762,043




NHC HEALTHCARE, CHARLOTTE, LLC
(A SUBSIDIARY OF NHC/OP, LP)

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2025
(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

REVENUE
Patient Service Revenue $ 18,563,085
Apartment Rents 552,600
Deposit Amortization 13,300
Interest and Other Revenue 27,645
Total Revenue 19,156,610
EXPENSES
Nursing Services 7,253,845
Ancillaries 1,695,336
Dietary 1,636,059
Social Services 184,219
Activities 142,015
Medical Records 48,386
Laundry and Linen 206,663
Housekeeping 440,212
Facility Operations and Maintenance 868,121
Depreciation 462,997
Interest Expense 201
Taxes and Insurance 294,441
Employee Benefits 668,740
General and Administrative 2,322 592
Total Expenses 16,123,827
NET INCOME $ 3032783
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Statements in this annual filing that are not historical facts are forward-looking statements. NHC cautions investors that any forward-looking statements made involve
risks and uncertainties and are not guarantees of future performance. Investors should also refer to the risks identified in "Part 1. ltem LA Risk Factors" for a discussion of varous
risk factors of the Company and that are inherent in the health care industry. Given these nsks and uncertainties, we can give no assurance that these forward-looking statements
will, in fact, transpire and, therefore, caution investors not to place undue reliance on them The risks included here are not exhaustive. All forward-looking statements represent
NHC's best judgment as of the date of this filmg.

PART 1

ITEM 1. BUSINESS

National HealthCare Corporation, which we also refer to as NHC or the Conpany, began business in 1971 Our principal business is the operation of skilled nursmg
facilities, assisted living facilities, independent living facilities, homecare and hospice agencies, and behavioral health hospitals, Our business activities include providing sub—
acute and post—acute skilled nursing care, intermediate nursing care, rehabilitative care, memory and Alzheimer’s care, senior living services, home health care serv ices, hospice
services, and behavioral health services. In addition, we provide management services, accounting and financial services, as well as insurance services to third party operators of
health care facilities. We also own the real estate of 10 healthcare properties and lease these properties to third party operators. We operate in 9 states and our operations are
primarily located in the Southeastem and Midwestern parts of the United States.

Description of the Business

The following table summarizes our operations by ownership status as of December 31, 2025:

Owned Leased Managed Total
Skilled Nursing Facilities
Number of facilities 43 29 8 80
Percentage of'total 53.7% 36.3% 10.0% 100.0%
Licensed beds 5,485 3.865 979 10,329
Percentage of total 53.1% 374% 9.5% 100.0%
Assisted Living Facilities
Number of facilities 19 5 2 26
Percentage oftotal 73.1% 19.2% 7.7% 100.0%
Units 1,309 70 34 1.413
Percentage of total 92.6% 5.0% 2.4% 100.0%
Independent Living Facilities
Number of facilities 5 3 1 9
Percentage of total 55.6% 33.3% 11.1% 100.0%
Retirement apariments 396 245 136 T
Percentage oftotal 51.0% 31.5% 17.5% 100.0%
Behavioral Health Hospitals
Number of facilities 3 - = 3
Percentage of total 100.0% - - 100.0%
Licensed beds 102 - - 102
Percentage of total 100.0% - - 100.0%
Homecare Agencies 34 - - 34
Hospice Agencies 33 = — 33




Net Patient Revenues. The services we provide include a cormprehensive tange of health care services. In [fiscal year 2025, 96.8% of cur net operating revenues were
derived fromsuch health care services, Highlights of health care services activities during 2025 were as follows:

Skilled Nursing Facilities. The most significant portion of our business and the base for our other health care services is the operation of our skilled nursing
Eacilities {" SNF's™). In our facilities, experienced medical professionals provide medical services prescribed by physicians. Registered nurses, licensed practical
nurses, and certified nursing assistants provide comprehensive, individualized nursing care 24 hours a day. In addition, cur facilities provide licensed therapy
services, quality nutrition services, social services, activities, and housekeeping and laundry services. Revenues from the 72 facilities we own or lease are
teported as net patient revenues in our financial statements. Management fee income is recorded as other revenues fomthe eight facilities that we manage. We
generally charge 6% of facility net operating revenues for our management services.

The following table shows the occupancy percentages for our owned and leased skilled nursing facilities. We define cccupancy percentage as the ratio of actual
pationt days during any measurement period io the nunber of operational beds in a facility. The number of beds that are operational may be less
than the ficensed bed capacity. The réduction of eperational beds compared to licensed beds occurs for a variety of reasons, some of which include conlorming
to govemment raquirements, improving operational efficiencies, or enhancing the patient experience. We believe reporting occupancy based on operational
beds is consistent with indusiry practice and provides a more meaningful measure of performance.

Year Ended December 31,
2025 2024 2023
Overall census 89.7% 88.6% 87.9%

Rehabilitative Services. Our licensed therapists provide physical, speech, respiratory and occupational therapy for patients recovering from strokes, heart
attagks, orthopedic conditions, neurological illnesses, or other illnesses, injuries, or disabilities. We maintained a rehabilitation staff of over 1,230 highly trained,
professional therapists in 2025, Most of our rehabilitative services ave for patients in our owned, leased and managed skilled nursing facilitics. However, we also
provide services to 48 additional health care providers. Our rates for these services are competitive with other market rates.

Medical Specialty Units. All our skilled nursing Ficilities participate in the Medicare program, and we have expanded our range of offerings by the creation of
Facility—specific medical specialty units such as our memory care units and sub-acute nursing units. Our trained staff provides care for Alzheiner’s patients in
eatly, middle and advanced stages of the disease. We provide specialized care and prograns for persons with Alzheimer’s or related disorders in dedicated units

within many of our skilled nursing facilities. Our specialized rehabilitation programs are designed to shorten or eliminate hospital stays and help to reduce the
cost of quality health care. We develop individualized patient care plans to target apptopriate medical and functional planning objectives with a primary goal
where feasible for a retumn te home or a siwnilar environment.

Assisted Tiving Facilities. Our assisted living Beilities provide personal care services and assistance with general activities of daily living such as dressing,
bathing, meal preparation and medication management. We perform resident assessments to detenmine what services are desired or required, and our qualified
staff encourages residents to participate fn a tange of activities. Tn 2025, the 1ate of ccoupancy was 84.3% conpared to 81.1% in 2024. Certificates of Need
(" CONs™) are not required to build these projects in most states, and we believe overbuilding has oceurred in sone of our markets.

Independent Living Tacilities. Our independent fiving facilities offer specially designed residential uniis for the active and ambulatory elderly and provide
vatious ancillary services for our residents, including restavrants, activity rooms and social areas. Charges for services are paid from private sources without
agsistance fiom govemnmental programs, Independent living facilities may be licensed and regulated in some states, but do not require the issuance of a CON as
is required for skilled nursing facilities. We have, in several cases, developed independent living facilities adjacent to our nursing facilities. These units are rented
by the month; thus, these facilities offer an expansion of our continuum of care. We believe these independent Jiving units otfer a positive marketing aspect to all
our senior care offerings and services. In 2025, the rate of cceupancy was 93.8% compared to 93.2% in 2024.

Behavioral Health Hospitals, Our comprehensive continuum of care includes behavioral health services to both adults and geriatric patients with psychiatric,
emptional, and addictive disorders. Currently, we operate three behavioral hospitals for adult and geriatiic patients whe require inpatient hospitalization due to
mantal disorders, including cognitive ilnesses, We also offer intensive cutpatient programs with individualized treatment plans based on the patient's clinicel
nesds.




) Homeeare Agencies. Our home health agencies (“homecares™) assist those who wish to stay at home ot in assisted living residences but still require some
degree of medical care or assistance with daily aclivities. Registered and licensed practical nurses and therapy professionals provide skilled services such as
infusion therapy, wound care and physical, occupational and speech therapies. Hore health aides may assist with daily activities such as assistance with
walliog and getting in and out of bed, persenal hygiene, medication assistance, light housekeeping and maintaining 4 sake environment. Under the Medicare
reimbursenent payment system, we receive a prospectively determined amount per patient per 30-day peried of care. Under our managed care contracts, we may
receive a period of care payment or be paid by a per-visit payment model. In 2025, we served an average census of 3,834 patients and provided 339,344 visits.

. Hospice Agencies. We provide hospice care through Cazis Healtheare ("Caris™), a wholly owned subsidiary of NEIC, Caris specializes in providing hospice and
palliative cate to over 1,647 patients per day in 33 locations in Georgia, Missouri, South Carolina, Tennessee, and Virginia, Under the Medicare reimbursement
payment syster, Madicare pays a daily rate to cover the costs for providing ssrvices included in the patient care plan. Medicars malkes daily payments based on
1 of 4 levels of hospice care. All hospice care and services effered to patients and their families must follow an individualized written plan of care that meets the
patient’s needs.

. Pharmacy Operations. At December 31, 2025, we operated five regional phanmacy Iocations {two locations each ju Tennessee and South Carolina and one
location in Missouri). These pharmacies primarily service our patients that are in an inpatient sefting using a central location to deliver phanmaceutical supplies.
Our regional pharmacies bill Medicare Pant D Prescription Drug Plans (PDFs) electronically and directly for inpatients who have selected a PDP,

° Tostitutional Speciai Needs Plan ("ISNP™). Our I-SNE, which is called NHC Advantage, is a managed care insurance company thai restricts entoliment to
Medicare Advantage eligible individuals who, for 30 days or longes, have had or are expected to need the level of services provided in a skilled nursing facility.
We beliove the I-SNP benefits our patients by providing nurse practitioners and care-cocrdination teams that continue to enhance the patient-centered
experience and our quality of patient care. The -SNP receives a per member, per month premium from Medicare which covers the menbers' same health care
benefits as original Medicare, a5 well as additional benefits including preventive screenings and toutine vision coverage. At Decenber 31, 2025, the I-SNP
operated in the states of Tennessee, Missouri, and South Carolina with approximately 1,300 members enrolled in the plan.

Other Revenues. We generate revenues from management, accounting and financial services to third party operators of healthears facilities, fom insurance services to
our managed healtheare facilities, and from rental income. In fiscal year 2025, 3.2% of qur net operating revenues were derived fiom such sources. The significant sources of our
other revenues are described as follows:

. MEanagement, Accounting and Financial Services, We provide management services to skiled nursing facilities, assisted tiving facilities and independent Living
facilities operated by third party operators, We typically charge 6% ol the nanaged centers’ net operating revenues as a fee for these services. Additionally, we
provide accounting and financial services to other healtheare operators. As of December 31, 2025, we perform management services for eleven healthcare
facilities and accounting and financial services for 14 healthcare facilities.

. Tngurance Services. NHC owns a Tennessee domiciled insurance company that provides workers’ compensation coverage to substantially all of NHCs owned,
leased and managed healthcare facilities. A second wholly owned insurance subsidiary is licensed in the Cayman Islands and provides general and professional
liebility coverage in substantially all cF NEC’s owned, leased and managed healthcare facilities.

. IRental Tacome. The healthcare properties currently owned and leased to third party operators include nine skilled nursing facilities and one assisted ving
comrEmity.

Governinent 5 fimmlus Income. The Frployee Retention Credit ("ERC”) was established by the Coronavirus Aid, Relief, and Feonomic Security Act (the "CARES Act™)
and intended 10 help businesses retain their workforce and avoid layoffs duting the pandemic. The FRC provided a per employee credit to eligible businesses based on a
percentage of qualified wages and health insurance benefits paid to employees. The qualified wages and health insurance benefits paid by the Company were related to the
second, thitd, and fousth quarters of 2020. All conditions related 1o the BRC were mei during 2024. The Company recorded $9,445,000 of govermment stinmiug incomx related to the
ERC credit for the year ended Decerber 31, 2024,

Non—-Operating Income, We gencraie non—operaling income fom equity in eamings of unconsolidated investments, dividends and realized gains and losses on
madketable securitios, interest ncone, and other miscellangous nen—operating incone.




Quality of Patient Care
The Centers for Medicare and Medicaid Services ("CMS”) introduced the Five-Star Quality Rating System to help consumers, their families and caregivers compare skilled
nursing facilities more easily. The Five-Star Quality Rating Systemgives each skilled nursing operation a rating ranging between one and five stars in varous categories (five stars

being the best). The Company has always strived for patient-centered care and quality oulcomes as precursors to outstanding financial performance.

The tables below sunmarize NHCs overall performance in these Five-Star ratings versus the skilled nursing industry as of December 31, 2025

Industry
NHC Ratings Ratings
Total number of skilled nursing facilities, end of period 80
Number of4 and S-star rated skilled nursing facilities 30
Percentage of 4 and 5-star rated skilled nursing facilities 62.5% 38.6%
Average rating for all skilled nursing facilities, end of period 383 295
Development and Growth

We are undertaking to expand our post—acute and senior health care operations while protecting our existing operations and markets. The followng table lists our recent
construction and purchase activities.

Type of Operation Description Size Location Placed in Service
Hospice New Agency 1 agency Cedar Bluff, VA March 2023
Skilled Nursmg Acquisition 66 beds Nashville, TN May 2023
Homecare New Agency | agency Tallahassee, FL May 2023
Assisted Living Facility New Operations 135 units Vero Beach, FL July 2023
Assisted Living Facility New Operations 95 units Merritt Island, FL July 2023
Assisted Living Facility New Operations 100 units Stuart, FL July 2023
Hospice New Agency 1 agency Mormistown, TN April 2024
Hospice New Agency l agency Lawrenceburg, TN July 2024
Hospice New Agency 1 agency Wytheville, VA August 2024
Hospice New Agency 1 agency Clinton, TN October 2024

On August 1, 2024, the Company purchased the assets of White Oak Management, Ine. ("White Oak”). The White Oak portfolio consisted of 13 skilled nursing facilities,
two assisted living facilities, four independent living facilities and a long-term care pharmacy. The White Oak operations have 1,928 licensed skilled nurs ing beds, 48 assisted living
units, and 302 independent living units in the states of South Carolina and North Carolma.

Business Segments

The Company has two reportable operating segments: (1) inpatient services, which includes the operation of skilled nursing facilities, assisted and independent living
facilities, and behavioral health hospitals and (2) homecare and hospice services. The Company also reports an "all other” category that ncludes revenues from rental mcome,
management and accounting services fees, msurance services, and costs of the corporate office. See Note 5 in the notes to the consoldated financial statements for further
disclosure of the Company’s operating segments.

Customers and Sources of Revenues

No individual customer, or related group of customers, accounts for a significant portion of our revenues. We do not expect the loss ofa single customer or group of
related customers would have a material adverse effect.
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Certain groups ol patients receive funds to pay the cost of their care froma conmon source. The following table sets forth sources of net patient revenues for the periods
indicated:

Year Ended Decenber 31,

Source 2025 2024 2023
Medicare 31% 33% 34%
Managed Care 12% 10% 10%
Medicaid 30% 29% 30%
Private Pay and Other 27% 28% 26%
Total 100% 100% 100%

We atlempt 1o attract an increasing percentage of Medicare and private pay patients by providing rehabilitative and other post—acute care services. These services are
designed Lo speed the patient's recovery and allow the patient to return home as soon as it is practical.

Medicare is a health insurance program for the aged and certamn other chronically disabled individuals operated by the federal government. Medicare covers skilled
nursing scrvices for beneficiaries who require nursing care and/or rehabilitation services following a discharge from an acute care hospital. For each eligible day a Medicare
beneficiary 15 in a skilled nursing facility, Medicare pays the facility a daily payment, subject to adjustment for certain factors such as a wage index in the geographic area. The
payment covers all services provided by the skilled nursing facility for the beneficiary that day, including room and board, nursing, therapy and drugs, as well as an estimate of
capital-related costs to deliver those services.

Medicaid 15 a medical assistance program for the mdigent, operated by mdividual states with the financial participation of the federal government. Medicaid may
supplement Medicare benefits for the disabled and for persons aged 63 and older meeting financial eligibility requirements. Medicaid reimbursement formulas are established by
each state with the approval of the federal govemment in accordance with federal guidelines, Seniors who enter skilled nursing facilities as private pay patients can become eligible
for Medicaid once they have substantially depleted their assets. Medicaid typically covers patients that require standard room and board services and provides reimbursement
rates that are generally lower than rates camed fromother sources,

Medicaid reimbursement varies from state to state and is based upon a number of different systems. The states in which we operate primarily use a cost-based
reimbursement system. Rates are subject to a state's annual budgetary requirements and funding, statutory and regulatory changes and interpretations and rulings by individual
state agencies and state plan amendments approved by CMS.

Private pay, managed care, and other payment sources mnclude conmercial msurance. individual patient funds. managed care plans and the Veterans Administration
Although payment rates vary among these sources. market forces and costs largely determine these rates. Private paying patients, private insurance carriers and the Veterans
Admmistration generally pay based on the center’s charges or specifically negotiated contracts.

We contract with managed care organizations ("MCO's") and insurance carriers [or the provision of healthcare services by our owned, leased and managed healthcare
facilities.

Government Regulation
General

Health care is an area of extensive regulatory oversight and frequent regulatory change. The federal government and the states in which we operate regulate various
aspects of our busmess. These regulatory bodies. among other things, require us annually to license our skilled nursing facilities and other health care busmnesses. To operate
skilled nursing facilities and provide health care services we must conply with federal. state and local laws relatmg to the delivery and adequacy of medical care. distribution of
pharmaceuticals, equipment, personnel. operating policies, fire prevention, rate—setting. building codes and environmental protection. Changes in the laws or new interpretations
of exsting laws as applied to the skilled nursing facilities, home health and hospice, or other components of our health care businesses, may have a significant impact on our
operations.

Governmental and other authorities periodically inspect our healtheare facilities and home health and hospice agencies to assure that we continue to comply with therr
various standards. We must pass these mspections to continue our licensing under state law, to obtain certification under the Medicare and Medicaid programs, and to continue
our participation n the Veterans Administration program We can only participate in other third—party programs if our facilities pass these inspections.

From time to time, we, like others m the health care industry, may receive notices from federal and state regulatory agencies alleging that we failed to comply with
applicable standards. These notices may require us to take corrective action and may impose civil money penalties and/or other operating restrictions. If our healthcare
operations fail to comply with these directives or otherwise fail to comply substantially with licensure and certification laws, rules and regulations, we could lose our certification as
a Medicare and Medicaid provider and/or lose our licenses.

Local and state health and social service agencies and other regulatory authorities specific to their location regulate, to varying degrees, our assisted living facilities.
Although regulations and licensing requirements vary significantly from state to state, they typically address, among other things, personnel education, traming and records:
facility services, meluding administration of medication, assistance with supervision of medication management and limited nursing services; physical plant specifications:
fumishing of resident units; food and housekeeping services; emergency evacuation plans; and resident rights and responsibilities. If assisted living facilities fail to comply with
licensing requirements, these facilities could lose their licenses. Most states also subject assisted living facilities to state or local building codes, fire codes and food service
licensure or certification requirements. In addition, the manner and extent to which the assisted living industry is regulated at federal and state levels are evolving.
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In all states in which we operate, before a skilled nursing facility can make a capital expenditure exceeding certain specified amounts or construct any new skilled health
care beds, approval of the state health care regulatory agency or agencies mmst be obtained, and a Certificate of Need issued. The appropriate state health planning agency nmst
review the Certificate of Need according to state-specific guidelines before a Certificate of Need can be issued. A Certificate of Nead is generally issued for a specific maxinzm
ampunt of expenditure and the project nust be completed within a specific tine period. There is no advance assurance that we will be able to obtain a Certificate of Need in any
instance. In some states, approval is also necessary in order to purchase existing health care beds, although the purchaser is normaily permitted to avoid a full-scale Certificate of
Need application procedure by giving advance written natice of the acquisition and giving written assurance to the state regulatory agency that the change of ownership will not
result in a change in the nunber of beds, services offered and, in some cases, refmbursement rates at the facility.

A significant goal of the federal health care system is to transform the delivery of health care by holding providers accountabls for the cost and quality of care
provided. Medicare and rany commercial third-party payors are implemeniting Accountable Care Organization (" ACO") models in which groups of providers share in the benefit
and risk of providing care to an assipned group of individuals, Cther reimbursement methadolo gy reforms in which we are participating or expect to participate in inclide value—
based purchasing, in which a portion of provider reimbursement is redisteibuted based on relative performance on designated sconomic, clinical quality, and patient satisfaction
mettics. Also, CMS is implenenting programs to bundle acute cars and post—acute care teimbursement to hold providets accountable for costs across a broader contimumof care.
These reimbursement methodologies and similar programs are likely to continug and expand, both in public and commercial health plans. Providers who respond successfully to
these trends and can deliver quality care at lower costs are lilkely to benefil financially.

Patient Confidentiality

We are also subject to laws and regulations enacted to protect the confidentiality of patieni health information. The 1.8, Department of Health and Hinman Services
("HHS"} has issued rules that govern our use and disclosure of protected health informetior., We have established policies and procedures o comply with the Health Insurance
Portability and Accountability Act of 1995 {"HIPAA"} privacy and security requirements. We maintain company-wide HIPAA conpliance plan, that we believe complies with the
HIPAA privacy and security regulations. The HIPAA privacy and security regulations have and will continue to impose significant costs to the Company in order to comply with
these standards. Qur operations are also subject to any federal or state privacy-related laws that are more restrictive than the privacy regulations issued under FIPAA. These laws
vary and could impose additional penzlties for privacy and security breaches.

Medicare and Medicaid Participation

All skifled nursing facilities, owned, lsased or managed by us are certified to participaie in Medicare. All but eight (seven owned and one managed) of our affiliated skilled
nuising facilities participate in Medicaid. All cur homecare and hospice agencies participate in the Medicare and Medicaid programs, with Medicare comprising the majority of their
revenue. Qur behaviotal health hospitals also participate in the Medicare and Medicaid program

During the fiscal years presented, we received payments from Medicare and, if participating, fromMedicaid. We record as receivables the amounts we ultimately expect to
receive under the Medicare and Medicnid programs and record fnto profit or loss any differences in amounts received at the time of interim or final settlements, There have not
been any adjustments that have hed a material adverse effect on the Company within the last three years.

Medicare Legislation and Regulations
Skilled Nursing Facilities

Medicare is uniform natjonwide and reimburses skilled nursing facilities under 2 fixed payment nuthodology called the Skilled Nursing Facility Prospective Payment
System ("SNF PPS"). The SNF PPS includes a case-mix model called the Patient-Driven Payment Mode! ("PDPM™), which focuses on a resident’s condition and care needs, rather
than the ampunt of care provided to determine reimbursement levels, PDPM utilizes clinically relevant factors for detennining Medicare payment by using ICD-10 diagnosis codes
and other patient charactetistics as the basis for patient classification. PDPM utilizes five case-mix adjusted payment components: physical therapy ("PT™), occupational therapy
("OT”), speech language pathology ("SIP™), musing and social services and non-therapy ancillary services {"NTA”). It also uses a sisth non-case mix component to cover
utilization of siilled nursing facility ("SNF™) resources that do not vary depending on resident characteristics.
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In July 2025, CMS released its final rule outlining fscal year 2026 Medicare payment rates and policy changes for skilled nursing facilities, which began on October 1,
2025. The fiscal year 2026 rule equates to a net 3.2% increase in Medicare Part A payments to SNFs in fiscal year 2026 compared to 2025 levels. The rule includes a market basket
increage of 3,3%, an increase of (.6% to the market basket forecast error adjustment, and a negative 0.7% productivity adjusiment. These figures do not incorporate the SNF Value
Based Purchasing (" VBP”) reduction for certain SNFs subject to the net reduction in payments vnder the SNF VBP; those adjustments are estimated to total $208.4 million in: fiscal
year 2026,

Homecares

Medicare is uniform nationwide and reimburses homecare agencies under a Patient-Driven Groupings Model ("PDGM”). Under PDGM, Medicare provides homgzcare
agencies with payments for each 30-day pericd of care provided to beneficiaries. If a beneficiary is still eligible for care after the end of the first 30-day payment period, a second 30-
day payment period can begin. There are no limits to the number of periods of care a beneficiary who remains eligible for the home health benefit can receive. While payment for
each 30-day period of care is adjusted to reflect the beneficiary’s health condition and needs, a special outlier provision exists tc ensure appropriate payment for those
beneficiaries that have the most expensive care needs. The payment under the Medicare programis also adjusted for certain variables,

In November 2025, CMS released its final rule outlining fiscal year 2026 Medicare payment rates. CMS projects payments fe home health agencies in fiscal year 2026 will
decrease by 1.3% or $220 million, relative to the prior year. This increase reflects a 2.4% home health payment update, reduced by a 0.9% decrease that reflects the final permanent
adjustment, an estimated 2.7% decrease that reflects the final temporary adjustment, and a 0.1% decrease that reflects the updated fixed-dollar loss ratio for outlier payments. In
addition, CMS is finalizing recalibrated PDEM cage-mix weights, updated low-utilization payment adjustment ("LUPA™) thresholds, updated functional impairment levels, and
comorbidity adjustment subgroups for 2026,

Hospice
Medicare payment rates are calculated as daily rates for each of four levels of care we deliver. Rates are set based on specific levels of care, are adjusted by a wage index
te reflect healthcare labor costs across the country and are established annually through federal legislation, The following are the four levels of care provided under the hospice

benefit;

© Routine Home Care. Care that is not classified under any of the other levels of care, such as the work of nurses, social workers or home health aides.

. General Tapatient Care. Pain control or acute or chronic symptom rmanagement that cannof be managed in a setting other than an inpatient Medicare-certified
facility, such as a hospital, skilled nursing facility or hospice inpatient facility.

. Continueus Home Care. Care for patients experiencing a medical crisis that requires nursing services to achieve palliation and symptom control if the agency
provides a minimirnof eight hours of care within & 24-hour period.

* Inpatient Respite Care. Short-term, inpatient care to give tenyorary relief to the caregiver who regularly provides care to the patient.

Medicare payments are suisjoct to two fixed annual caps, which are assessed on a provider number basis, and are broken into an inpatient cap amount and an overall
payment cap. These cap amounts are calculated and published by the Medicare fiscal intermediary on an annual basis.

In August 2023, CMS released its final rule cutlining fiscal year 2026 Medicare payment rates. CMS issued a rate increase of 2.6%, or $750 million, effective October 1,
2025. This increase results from the proposed 3.3% inpatient hospital market basket percentage increase reduced by a proposed 6.7% point productivity adjustment, required by
law. The FY2026 hospice payment update also includes an update to the statutory aggregate cap amount, which limits the overall payments per patient that are made annually. The
hospice cap amount for FY2026 is $35,361.




Medicaid Legislation and Regulations
Skilled Nursing Facilities

State Medicaid plans subject to budget constraints are of particular concern to us. Changes in federal funding coupled with state budget problens and Medicaid
expansion under the Affordable Care Aci have produced an uncertain envirenment. Some states will not keep pace with post-acute healthcare mnflation. States are currently under
pressure to pursue cther alternatives te skilled nursing care such as community and home~based services.

Medicaid programs are funded jointly by the federal government and the states and are adininisteted by states under approved plans. Most state Modicaid payments are
made under a prospective payiment systemor under programs which negotiate payment levels with individual providers. Some states use, or have applied to use, waivers granted
by CMS to implement expansion, impose different eligibility or enrollment restrictions, or otherwise implement programs that vary from federal standards.

Effective July 1, 2025 and for the fiscal year 2026, the state of Tennessee implemented specific individual nursing facility incicases. We estimate the resulting increase in
revenue for the 2026 fiscal year will be approximately $3,000,000 annually, or $750,000 per quarter.

Effective October 1, 2025 and for the fiscal year 2006, the state of South Carolina has proposed specific ndividual nursing facility increases. We estimate the resulting
increase in revenue for the 2026 fiscal year will be approximately $4,200,000 annuvally, or $1,050,000 per quarter.

We have also received fiommany of the states in which we operate a supplemental Medicaid payment to help mitigate the inflationary labor and healthcare workforce
crigis, For the ysars ended December 31, 2025, 2024 and 2023, we have recorded $7,246,000, $12,749,000 and $20,214,000, respectively, due to these supplemental Medicaid
paynents. We have recorded these payments in net patient revenues in our consolidated staternents of operations.

Centers for Medicare and Medienid Services Minimum Staffing Standards

On Apiil 22, 2024, the Centers for Medicare and Medicaid Services ("CMS”) issued the Mininum Staffing Standards for Long-Term Care ("LTC’) Facilities and Medicaid
Institutional Payment Transparency Repotting final rule. Included in this fimal ule were new comprehensive winimmm nurse staffing requirernents, which aimed to significantly
reduce the risk of residents receiving unsafe and low-quality care within LTC facilities. The passage of the Cne Big Beautiful Bill Act {"OBBB”) in July 2025 prohibited the Health
and Fuman Services ("HHS”) from implementing, administering, or enforcing the Mininum Staffing Rule until October 1, 2034, Furthermore, in December 2025, CMS issued an
interim final rle rescinding part of the mininum staffing rule in nursing homes, including the mninmm hours per resident day requirement.

Competition

In nwst ef the communities in which we operate health care facilities, we compete with other health cave facilities in the area. There are hundreds of operators of post-acute
healihcare services in each of these states and no single operator, including us, dominates any of the markets, except for some small rural markets which might have limited
competition. In cenpeting for patients and staff, we depend upon refemals fiom acute care hospitaly, physicians, residential care facilities, church groups and other community
service organizations. The reputation in the commumity and the physical appearance of our facilities are important in obtaining patients since members of the patient’s family
generally participate to a greater extent in selesting skilled nursing facilities than in selecting an acute care hospital. We believe that by providing and enyphasizing rehabilitative, as
well as patien{-centered healthcare services, we can broaden our patient basc and differentiate our operations fiomcompeting operations.

As we continue tc expand inte all areas of senior health care, we monitor proposed or existing competing operations, Our goal is to link our skilled nursing facilities with
our senior ving communitics, horme health operations, hospice operations, and behavioral health hospitals; therefore, ebtaining a competitive advaniage for our operations.

Human Capital
Ewmplovees

As of December 31, 2025, we had 15,278 full4ime and part-time employees ("partners™), mauly through our Adminisirative Services Contractor (National Health
Corporation). None of our partners were represented by a collective bargaining agreement. We believe relations with our partners are good. Cur pariners are guided by NHC's
Code of Conduct, and they take pride in their work. The Company’s partners appreciate different perspectives and embrace the oppoitunity to work with those of diverse
backgrounds,

Total Rewards

To attract and retain top talent, we believe we nmst offer and maintain competitive total rewards for cur partners. These rewards include not only wages and salaries, but
aiso health, welfare, and retirement benelits. Cur pariners accrue eamed tioe off ("ET(”) with the flexibility to use this time at their discretion. We offer comprehensive health
insurance coverage te all eligible partners as well as a partner and family sick time program, which allows partners te accrue paid sick time based on hours worked and to use that
time for themselves or family members in need of care. We offer a 401(k) plan which includes matching company contributions. Also, to foster a stronger sense of owneiship, we
offer an Employee Stock Purchase Plan where partners may purchase company stock through payroll deductions.

9




We face competition in employing and retaining nurses, technicians, aides, and other high-quality professional and nen—professional enployees. To enhance our
competitive position, we offer a robust educational tuition reirbursement program, an American Dietetic Assaciation approved intemship program, specialty designed nurse aide
training classes, and there is fnancial scholarship aid available for various health care vocation programs.

We also conduct an " Administrator in Training” coutse, which is 24 months in duration, for the professional training of skilled nursing facility administrators. Presently,
we have four (two male and two female} full-time individuals in this program Six of our seven regional vice presidents and 59 of our 80 health care center administrators are
graduates of this program

We regularly utilize third-party consultants to conduct anonymous surveys to seek feedback from our pariners on a variety of topics, including but ot limited to,
confidence in company leadership, competitiveness of our compensation and benefits package, career growth opportunities and improvements on how we can continue to make
our company an employer of choice. The results are shared with our parinets and reviewed by senior leadership, who analyze areas of progress or deferjoration and prieritize
actions and activities in vesponse to this feedback to drive meaningful improvements in partner engagement.

Health and Safety

The health and safety of our partners is our highest priority. We focus on safety training in order to maintain a safe work environment and minimize work-related njury.
When the pandemic began, we ensured and continue to ensure that our partnets have access to masks, themmometers, protective gloves, sanitizing supplies, and all personal
protective equipment needed in order to protect themselves. We closely followed the recominendations of the World Health Organization, the U.S. Centers for Discase Control and
local governments, and we took action to ensure our partners were safe.

Community

Wa have a long and proud history of investing in the comnunities where we live and work. Through: the National Health Foundation (the "Foundation™) and The
Foundation for Geriatric Education ("TFGE") we give back by providing grants to nonprefits and providing tuition reimbursement to partners to further their education in the field
of geriatrics. We also have a Compassion Fund, which is used to help support partners in times ofneed. Many of cur partners make 2 positive impact in the comnunities in which
they live by donating their time and talent by volunteering and serving on boards of charitable organizations.

Eivironmental Sustainability

We are working diligently to minimize our effect on the environment by conserving energy and protecting our natural resources. We are focusing on being mote energy
efficient and reducing our water use and wastewater discharges while continning to provide a healthy environment for our patients, partners and visitors. We are conmmited to
adhering to applicable federal, state and local environmental regulations. Our goalis to mininize environmental risks to our patients and in the commmnities which we operate.

Tluwough recycling programs, we are working to reduce the amount of waste sent to lindfills, Our electronic waste is recycled through a zero-landfill recycling company.
Available Information

The Company's Annyal Reports on Form 10-I$, Quarterly Reports on Form 10-Q and Current Reports on Formn 8-K, and amendnents to those reports filed or fumished
pursuant to Section 13{a} or 15(d) of the Securitiss Fxchange Act of 1934, are available (ree of charge at wwwinhecare.com, as soon as reasonzbly practicable alter the reporis are
electronivally filed or fumished with the U8, Securities and Fxchange Commission ("SEC™). The SEC nmintains a websile that contains these reports as well as proxy statenents
and other information regarding issuers that e elecironically. The SBC's website is at wwwsec.gov. NHCs website and its content are not deemed incorporated by reference into

thig report.
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ITEM1A. RISKFACTORS

You should careflly consider the risk factors set forth below, as well as the other nformation contained in this Annual Report on Form 10-K. These rigk factors should
be considered in connection with evaluating the forward-looking statements contained in this Annual Report on Form 10-K, because these factors could cause the actual results
and conditions to differ materially from those projected in forward—looking statements. The risks described below are not the only risks facing us. Additional risks and
uncertainties that ave not eurrently known to us or that we currently deemto be immaterial may alse materially and adversely affect our business operations. Any of the following
risks could materially adversely affect our business, financial condition or results of operations and cash flows.

Rislks Relating te Owr Operations

We depend on reimbursesment from Medicare, Medicaid and other third-party payors, and reimbursesnent rates from such payors muay be reduced, We derive a
substantial portion of our revenue from third—perty payors, incliding the Medicare and Medicaid programs. Third-party payor programs are highly regulated and are subject to
frequent and substantial changes. Changes in the reimbursement rate or methods of payment from third—party payors, including the Medicare and Medicaid programs, or the
implementation of other measures to reduce reimburs ements for our services hias in the past, and could in the future, result in a substantial reduction in our revenues and operating
marging. For example, the Budget Control Act 0f2011 requives automatic spending reductions to reduce the federal deficit, imposing Medicare spending reductions ofup to 2% per
fiscal year, with a uniform percentage across all Medicare programs. CMS began imposing a 2% reduction on Medicare claims in 2013, with terporary suspensions and 1% euts in
2020 —2022. These reductions have been extended through 2030.
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Net revenue realizable under third—party payor agreemenis can change after examination and retroactive adjustment by payors during the clains settlement processes or
as a result of post—payment audits. Payors may disallow requests for reimbursement based on determinations that cettain costs are not teimbursable or resasonable because
additional doeumentation is necessary or because certain services were not covered or were not reasenable and medicelly necessary.

Our hospice agencies are subject to two payment caps that limit Medicare reimbursement each federnl fiscal yeay, an inpatient cap and an aggregate cap. The inpatient cap
limits the iurcher of days of inpatient care to no wore than 20% of total patient care days. The aggregate cap limits the total Medicate reimbursement that a hospice may receive
based on an annual per-beneficiary cap amount and the nunber of Medicare patfents served. If payments received by any one of our hospice provider numbers exceeds the
inpatient or aggregate caps, we are required to reimburse Medicare for paymionts received in excess of the caps, which could have a material adverse effect on our business.

We cannot assure you that adequate reimbursement levels will continue to be available for the services provided by ug. Further LEmits on the scope of services reimbursed
and on reimuserment rates could have a material adverse effect on our liquidity, financial condition and results of operations. It is possible that the effects of fiurther refinements
to payment systems that resulf in lower payments to us or cuts in state Medicaid funding could have a material adverse effect on our resuits of operations, See kem1, "Business —
Government Regulation" and "Business - Medicare Legislation and Regulations”,

The industry trend toward valne-based purchasing way negatively impact onr revenues. Value-based purchasing programs emphasize quality and efficiency of services,
rather than volume of services. For exmple, CMS reinburses SNF providers using the PDPM, s payment nethedology that classifies patients into payment groups based on
clinical factors using diagnosis codes rather than by volume of services. In addition, CMS requires SNI's, home health agencies and hospices to report quality data in order to
receive full reimbursement. Failure to report quality data or poor performemce may negatively impact the amount of reimbursement received. CMS publishes quality measure data
online through its Care Conmpare website, to allow the public to search and conpare data for Medicare-certified providers.

Under the SNF Value-Based Purchasing Program, CMS reduces SNIF Medicare paymenis by 2 percentage points and redistributes the majority of these fonds as incentive
payments based on SNF quality measure performance, In January 2022, CMS began implementing a nationwide expansion of the Home Hezith Value-Based Purchasing ("HHVBP)
Meodel. Under the model, horme health agencies will receive increases or decreases to their Medicare fee-for-service payments of up to 5%, based on perfonmance against specific
quality measures relative to the performance of other providers. Data collected in each performance year will impact Medicare payments two years later. Calendar year 2023 was the
first performance year under the expanded HHVBP Model.

Other initiatives aimed af inproving the cost of care include alternative payment models, such as ACOs and bundled payment arrangements. Medicare and many
comnercial third-party payors are implementing ACO models, in which groups of providers share in the benefit and risk of providing care to an assigned group of individuals at a
lower cost, In addition, CMS is implementing programs to bundle acute care and post-acute care reimbursement to hold providers accountable for costs across a broader
continuum of care. In October 2021, the CMS lnovation Center released an outling ol its strategy for the nest decade, noting the need to accelerate the movement to value-baged
care and drive broader system trans formation. By 2030, the CMS Tanovation Center aims to have all fee-forservice Medicare beneficiaries and the vast majotity of Medicaid
beneficiaries in an accountable care relationship with providers who are responsible for quality and total medical costs. The CMS Innovation Center signaled its intent to
streamline its payment modeis and to increase provider participation through implementation of more mandatory models.

These reimbursement methodelogies and other value-based care initiatives are likely to continue and expand, at both the federal and state levels and in public and
commercial health plans. It is unclear whether alternative payment moedels will successfully coordinate care and reduce costs or whether they will decrease overall reimbursement.
As aresult, it is diffieult to predict how the trend toward value-based purchasing will ultirmtely affect our business. If we fail to meet or exceed quality performance standards
under any applicable value-based purchasing program, perform at a level below the outcomes demonstrated by our competitors, or otherwise fail to effectively provide or
coordinate the efficient delivery of qualily health care services, our reputation in the industry may be negatively inpacied, we may receive reduced reinburserment amounts, and we
may cwe repayments o payors, causing our revenues to decline, Failure to respond successfully to value-based purchasing trends could negatively impact our business, results
of operations and/or financial condition,

By undertaking to proviie management services, advisory services, and/or financial services to other entities, we become af least pariially vesponsible for meeting
the regulatory reqrivements of those entities. We provide management and/or financial services to skilled nursing facilities, assisting living facilities and independent living
facilities owned by third parties. The "Risk Factors” contained herein as applying to us may in many instances apply equally to these other entities for which we provide services.
We have in the past and may in the future be subject to clains from the entities to which we provide nenagement, advisory or financial services, or to the claims of third parties to
those entitics, Any adverse determination in any legal proceeding regarding such claims could have a mierial adverse effect on our business, our results of operation, our
financial condition and cush flows.

We provide management services to shitled masing facilities and other healthcure facilities nnder terms whereby the payments for our services are subject to
subordinntion to other expenditures of the healtheare facilify. Farthermore, there are certain thivd parties with whom we have coniracted to provide services and which we have
determined, based cn insufficient historical collections and the lack of expected fature collections, that the service revenue realization is uncertain, We may, therefere, make
expenditures relited to the provision ofscrvices for which we are not paid.

The status of onr lease with National Health Investors, Inc. creates uncertaintios and vists te our futtre gperations. A significant portion of our skilled nursing and
independent living facilities are subject to a lonp-term Master Agreement to Lease with National Health vestors, Inc. ("NHI”), which we refer to as the Master Lease. On July 29,
2025, NHI notified us of alleged non-compliance with certain non-monetary provisions of the Master Lease, On Septenber 8, 2025, NHI forrmally alleged that the tenant under the
lease, our wholly owned subsidiary NHC/OP, LP, is in default as a result of alleged non-compliance with four non-monetary provisions, and indicated that filure to cure the
alleged defaults within the applicable cure period would constitute an "Bvent of Default,” entitling NHI to pusue any remedies available under the agreement, including
terimination. We dispute that any default has oceurred and we continue to communicate with NHI to resolve these matters. For a further discussion of our response to NHI’s
allegations, please see Note 6 - Long-Term Leases to Interim Condensed Consolidated Financial Statements inchided in this Form 10-Q.

In October 2025, we provided NHI with a notice of our intent to exercise our right to extend the Master Leage lor an additional five-year term beginning January 1, 2027,
Under the Master ease, the base rent for any renewal termis to be the fair rental value of the leased property as negotiated between the parties, without regard to improvements
wo made voluntarily at our expense. There is no assurance, however, that we will reach agreement with NITI on the base rent or other renewal terms. Further, if NHI asserts that an
"Event of Defaul” has occurred or raises cther objections te our extonsion notice, NHT muy seek to tenminate our occupancy of the leased properties.

Failute to resolve the current disputes with NHI or a failure Lo seeure renewal of the Master Lease on accepiable tenms could result in the loss of ourright to ocoupy and
operate some or all of the affected facilitics, or subject us to damages, acceleration of rent, or other remedies in favor of NIIL Even i a default is ultimately determined not to have
occurred, the process of resolving such disputes may result in significant legal and other expenses and could disiract management from other priorities. The loss of these facilities
oran increase in lease-related expenses eould have a mmaterial adverse effect on our business, future results of operations, cash flows, linancial condition, and liguidity.

12




The cost to replace or retain qualified nurses, health care professionals and other key personnel may adversely affect owr finnncial performance, and we sy not be
able to comply with certain states’ staffing requirements. We could experience significant increases in our operating costs due to shortages in qualified nurses, health care
professionaly and other key personnel. The mmarket for these key personnelis highly competitive. We, like other healih care providers, have experienced difficulties in attracting and
retaining qualified personnel, especially facility administrators, nurses, certified nurses’ aides and other important health cars providers. There is currently a shortage of nurses, and
trends indicate this shortage will continue or worsen in the future. The difficulty our skilled nursing facilities are experiencing in hiring and retaining qualified personnel has
increased our average wage rate. We may continue to experience increases in our labor costs due to higher wages and greater benefits required to attract and retain qualified health
care personnel. Cur ability to control labor costs will significantly affect our future operating results, Additionally, if we fafl to attract and retain qualified and skilled personnel, our
ability te conduct our business operations effectively could be harmed.

Certain states in which we operate skilled nursing facilities have adopted miniomm staffing standards and additional states may also establish similar requirements in the
[nture. Our ability to satisfy these requirements will depend upon our ability to attract and retain qualified nurses, certified nurses' assistants, and other staff, Failure to comply with
these requiretrents may result in the imposition of fines or other sanctions. If states do not appropriate sufficient additional funds (through Medicaid program appropriations or
otherwise) to pay for any additional operating costs resulting from mininmm stafling requirerents, our profitability ray be adversely affocted.

The staffing level required to receive a 5-star rating in the CMS Mursing Flome Five Star Quality Rating System is determined based on analysis of the relationship
between staffing levels and measures o nuising home quality. CMS continues to increase its quality measure thresholds, which is regularly increased every sixmonths, making it
more difficult to achieve upward and five-star ratings. CMS places a strong emphasis on registered nurse {"RN"} staffing. CMS posts information on musing home staffing
measures on the Care Compare website including staff turnover rates and weekend staffing levels, This new data has been incorporated into the Mursing Home Five Star Quality
Rating System

Altheugh we cirently have no collective bargaining agreements with unions at our facilities, there is no assurance this will continue to be the case. If any of our facilities
enter into collective bargaining agreements with unions, we could experience or incur additional administrative expenses associated with union representation of our enployees.

Qur senior management team has extensive experience in the healthcare industry. We believe they have been instrumenial in guiding our business, instituting valiable
performance and quality monitoring, and driving mnovation. Accordingly, our future performence is substantially dependent upon the continued services of our senicr
management team The loss of the services of any ofthese persons could have a meterial adverse effect upon us.

Federal minimnn staffing mandates may adversely affect o labor costs, ability to maintain desired levels of patient censas and profitabilify. In April 2024, CMS
issued the Staffing Rule, establishing mininmm staffing standards for SNFs. The Staffing Rule contains three primary staffing requirements which would be phased in over the next
several years. Implementation of the Staflfing Rule was impaired by the passage of the One Big Beautiful Bill Act ("OBBB”) on July 4, 2025, which prohibited HHS from
implementing, administering, ot enforcing the Staffing Rule until October 1, 2034, Future developments may significantly alter the implementation of the Staffing Rule.

Disesters and similar events, which may increase as a resulf of climate change, may seriously hari our business. Natural and man—made disasters and similar events,
ineluding terrorist attacks and acts of nature such as hurricanes, tomadoes, earthquakes and wildfires, may cause damage or disruption to us, our employees and our facilities,
which could have an adverse impact on our patients and our business. In order to provide care for our patients, we are dependent on consistent and reliable delivery of food,
pharmaceuticals, utilities and cther goods to cur facilities, and the availability of employees to provide services at our facilities. If the delivery of goods or the ability of enployees
to reach our facilities were interrupted in any material respect due to a natural disaster or other reasons, it would have a significant impact on our facilities and our business.
Furthermore, the impact, or impending threat, of a natural dizaster has in the past and may in the fisture require that we evacuate one or mare facilities, which would be costly and
would involve risks, including potentially fatal risks, for the patients. The impact of disasters and similar events is inherently uncertain. Such events could harm our patients and
employees, severely damage or destroy one or more of our facilities, harm eur business, reputation and finangial performance, or otherwise cause our business to suffer in ways
that we currently cannot predict,

Significant changes in the climate may occur in areas where our facilities are located and we may experience more fiequent extreme weather events which may result in
physical damage to or a decrease in demand for our facilities located in these areas or affected by these conditions. In addition, changes in federal and state legislation and
regulation on clinate change could result in increased capilal expenditures to improve the enetgy efficiency of our facilities without a corresponding increage in revenne, Climate
change may also have indirect effects on our business by increasing the cost of (or making unavailable} property insurance on terms we find acceptable. Should the impact of
climate change be material in nature, including desiruction of our facilities, or occur for lengthy pereds of time, our financial condition or results of eperations may be adversely
affectod.

Fritwre acquisitions or new developments may be difficult to complete, use significant resources, or be wnsuccessfol and coudd expose us to nnforeseen Babilities. We
may sclectively pursue acquisitions or new developments in our target markets. Acquisitions and new developments may involve significant cash expenditures, debt incurrence,
capifal expenditures, additional operating losscs, amortization of the intangible asscts of acquired conpanies, dilutive issuanees of equity securitics and other expenses that could
have a material adverse effect on our financial condition and results of operations. Acquisitions also involve nunerous other risks, including difficulties integrating acquired
operations, personnel and information systens, diversion of management's time fom czisting operations, potential losses of key employecs or customers of acquired companies,
assumptions ofsignificant labilities, exposure to unforeseen liabilities of acquired companies and increases in our indebtedness.

13




We cannot assure that we will sncceed in obtaining financing for any acquisitions at a easonable cost or that any financing will not contain restrictive covenants that
limit our operating flexibility. We also may be unable to operate acquired facilities profitably or succeed in achieving improvements in their fnancial petformance.

We also may face competition in acquiring any facilities. Our competitors may acquire or seek to acquire many of the facilities that would be suitable acquisition
candidates forus. This could limit our ability to grow by acquisitions or increase the cost of our acquisitions.

In addition, federal and state regulation rmy adversely impact our ability to complete acquisitions or pursue new developments, For example, a Medicare regulation known
as the "36 Month Rule” prohibits the buyer of a Medicare-certified home health agency fromassuming the Medicare billing privileges of an acquited ageney if the acquired agency
either enrolled in Medicare or underwent a change in majority ownership fewer than 36 months prior to the acquisition, subject to certain exceptions. Instead, the buyer must enroll
the acquired home health agency as a new provider with Medicare. The 36 Month Rule may Increase competition for acquisition targets that are not subject to the rule and may
cause significant Medieare billing delays for purchases of home health agencies that are subject to the rule. In addition, our ability to expand operations in a state depends on our
ability to obtain necessary state licenses to operate and, where required, certificate of need approval. States may limit the nurnber of licenses they issue. The failure to obtain any
required license or certificate of need could irrpair our ability to operate or expand our business.

Upkeep of healthcare properties is capital intersive, requiring us to continually divect financial resources to the maintenance and enhancement of owr physical plant
and eynipment. As of Decenber 31, 2025, we leased or owned 72 skilled nursing facilities, 24 assisted living facilities, three behaviorel health hospitals, and eight independent
living facilities. Our ability to mainiain and enhance our physical plant and equiptent in a suitable condition to meet regulatory standards, operate efficiently and remain
conpetitive in our markets requires us to commit 2 substantial portion of our free cash flow to continued investment in our physical plant and equipment. Cartain of our
competifors my operate centers that are not as old as our centers, or may appear more modemized than our centers, and therefore may be more attractive to prospective
customers. In addition, the cost to replace our exisling centers through acquisition or construction is substantially higher than the camrying value of our centers. We are
undertaking a process to allocate more aggressive capital spending within our owned and leased facilities in an effort to address issues that arise in connection with an aging
physical plant. -

I factors, inchiding factors indicated in these "Risk Factors" and other factors beyond our control render us unable to direct the necessary financial and huwan resources
to the maintenance, upgrade and modemization of our physical plant and equipment, our business, results of operations, financial condition and cash flow could be adversely
impacted.

We are defendanis in significant legal actions, which are commonplace in our industry, and which conld subject us to increased operating costs and substantial
uninsured liabilities, which would materially and wdversely affect our lguidity avd financial condition. As s typical in the health care industry, we ate subject to clais that
our services have resulted in resident injury or other adverse effects. We, like our industty peets, have experienced an increasing trend in the frequency and severity of
professional liability and workers® compensation clains and litigation asserted against us. In sowe states in which we have significant operations, insurance coverage for the risk
of punitive danmges arising from professional lability clafms and/or litigation mey not, in cerzin cases, be available due to state law prohibitions or limitations of availability. We
cannot assure you that we will not be able for punitive damage awards that are either not covered or are in excess of our fsutance pelicy limits. We also believe that there have
been, and will continue to be, governmental investigations of leng—term care providers, particularly in the area of Medicare/Medicaid false clais, as well as an increase in
enforcement actions resulting from these investigations. Insurence is not available to cover such losses. Any adverse determination in a legal proceeding or governmental
investigation, whether currently assetted or arising in the future, could have a material adverse effect on our financial condition.

Due to the rising cost and Limited availability of professional liability and workers’ compensation insurance, we are largely self-insured on all of these programs and as a
result, there is no limit on the maxinum number of claims or amount for which we or our insurance subsidiaries can be liable in any policy period, Although we base our loss
estimates on independent actuarial analyses using the informetion we have to date, the amount of the logses could exceed our estimates. In the event our actual liability exceeds
ourestimates for any given period, our results of operations and financial condition could be materially adversely impacted. In addition, our insurance coverage might not cover all
claims made against us, If we are unable to maintain our current nsurance coverage, if judgments are obteined in excess of the coverage we maintain, if we are required to pay
uninsured punitive damages, or if the number of claims settled within the self~insured retention currently in place significantly increases, we could be exposed to substantial
additional liabilities. We cannot assure vou that the claims we pay under our self-insurance prograns will not exceed the reserves we have set aside to pay clains. The nuimber of
¢claing within the self-ingured retention may increase.

14




Ifwe fuil to compete effectively with other health care providers, our revenves and profitability may decline, The health care services industry is highly conpetitive.
Qur skilled nursing facilities, assisted living facilities, independent living facilities, hospices, home care services and other aperations compete on 2 local and regional basis with
other nursing centers, health care providers, and senior living service providers that provide services similar to those we offer, Some of our competitors’ facilities are located in
newer buildings and may offer services not provided by us or are opetated by entitles having greater financial and other resources than us. Certain of our competitors are operated
by not-for-profit, non-taxpaying or governmental agencies that can finance capital expenditures on a taxexempt basis and that receive funds and charitable contributions
unavailable to us. Consolidations of not-for-profit entities may intensify this competitive pressure. Many competing general acute care hospitals are Jarger and more established
than our facilities,

There is alse increasing consolidation in the third-paity payer industiy, including vertical integiation efforts emong third-party payers and healthcare providers.
Healthcare industry participants are increasingly implenenting physician alignment sirategies, such as employing physicians, acquiring physician practice groups and
participating in ACOs or other clinical integration models, Other industry participants, such as large enployer groups and their affiliates, may intensify competitive pressure and
affect the industry in ways that are difficult to predict. Trends toward clinical transparency and value-based purchasing may impact our competitive position and patient volumes.

Our facilities compete based on factors such as our reputation for quality care; the commitment and expertise of our staff; the quality and comprehensiveness of our
treatment prograns; the physical appearance, location and condition of our facilities and to a limited extent, the charges for services. In addition, we compete with other health care
providers for customer referrals from hospitals and other providers. As a result, a filure to compete effectively with respect to teferrals tay have an adverse impact on our
business. We cannot assure that insreased conpetition in the future will not adversely affect our financial condition and results of operations.

Possible changes in the case mix of putients and payor wix may significantly affect owr profitabilify. The sources and amounts of our patient reverues will be
determined by a number of factors, meluding licensed bed capacity and occupancy mtes of our facitities, the mix of patients and the rates of reimbwsement among payors.
Changes in the case mix of the patients as well 23 payor mix among private pay, Medicare and Medicaid will significantly affect our profitability. Particularly, any significant
increase in our Medicaid population could have & material adverse effest on our finencial position, results of cperations and cash flow, especially if states operating these
prograns continue to limit, or more aggrassivaly seek limits on, reiimbursemment rates or service levels.

Private thivd-party payors continue to try fo reduce health care costs. Private third-party payors are continuing their effoits to control health care costs through direct
contracts with health care providers, increased utilization review and greater enrollment in managed care prograns and preferred provider organizations, among other strategies,
These private payors increasingly are demanding discounted fee structures and the assumption by health care providers of all cr a poition of the financial risk. ‘The ability of
private payoss to contrel healthcare costs may be enhanced by the increaging consolidation of insurance companies and the vertical integration of health insurers with healthcare
providers. We could be adversely affected by the continuing efforts of private third-pariy peyors to limit the amount of reimbursewent we receive for health care services. We
cannot assure you that reimbursement under private third—party payor programs will remain at levels comparable to present levels or will be sufficient o cover the costs allocable
to patients eligible for reimbursement pursuant to such programs. Future changes in the reimbursement rates or methods of private or third—party payors or the implementation of
other measures to reduce reimbursement for pur services could result in a substantial reduction in our net operating revenues. As a result of competitive pressures, our ability to
mainfain operating marging through price increases to private patients is limited,

In addition, the failure to obtain, renew, or retain payor agreements with favorable contract terms may negatively inpact our results of cperations and/or revenue. Our
abilily to confract with payors depends on our quality of service and reputation, as well as other factors of which we may have litfle or nio control, such as state appropriations and
changes in provider eligibility requirernents.

The effects related to any potential future pandemic, epidemic, or infections disense outhreak conld adversely tmpact our business and future results of operations
and fingncial condition, Pandenics, epiderrics, or outbreaks of contagious illnesses and similar events may cause haim to us, our pariners (employees), our patents, our vendors
and supply chain partners, and financial institutions, which could have a material adverse eflect on our results of operations, financial condition and cash flows. The impacts may
include, but would not be limited to;

¢ Disruption to operations due to the unavailability of partners due to illness, quarantines, risk of illness, travel restrictions or factors that limit our existing or potential
workforce.

¢ Increased costs and staffing requirerents related to additional CDC protocols, federal and state workforce protection and related isolation procedures, including
obligaticns to test patients and stall.

¢ Decieased availability and increased cost of supplies due to increased dewnnd around essential personal protective equipment ("PPE’), sanitizers and cleaning supplies
inchiding disinfecting agents, and food and food-related products due to increased global demand and disnuptions along the global supply chains of these manufactures
and distributots.

* Decreased census across all our operations, which could negatively impact cur operating cash flows and financial condition.

+ levated pariner turhover which may increase payroll expense, increase third paty agency nurse staffing, and recruiting-related expenses.
# Increased risk of litigation and related Labilities avising in connection with patient or partner illness, hospitalization and/or death.

L ]

Significant disraption of the global financial markets, which could have a negative impact on cur ability to aceess capital in the fiture.

Any such crisis could diminish public trust in healthcare providers, particularly those that are treating or have trealed patients affected by contagious discases. Patient
velures may decling or volumes of uningured patients may increase, depending on the econontic circumstances surrounding the pandemic, epidemic or outbreak.

We are permitted to incur subsiantially more debt, which conld further exacerbate the visks described above. We and our subsidiaries may be able te incur substantial
indebtedness in the future. If additional debt is added, the related risks that we now face could intensify.
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Risls Related to Government Regulation

We conduct business in a heavily vegulated industry, and changes in, or vielations of regudations may result in increased costs or sanctions that reduce our revenue
and profitabiliy. In the ordinary course of our business, we are regularly subject to inquiries, investigations and sudits by federal and state agencies to determine whether we are
in compliance with reguiations governing the operation of, and reimbursement for, skilled nursing facilifies and nuising homes, assisted living end independent living facilities,
hospice, home health agencies, behavioral health hospitals, and our other operating areas. These regulations include those relating to licensure, certification and enroliment with
govemment programs, conduct of operations, ownership of facilities, construction of new and additions to existing facilities, allowable costs, adequacy and quality of services,
qualifications and training of personnel, commmumications with patients and consumers, billing and coding for services, adequacy and nanner of documentation for services
provided, mininmm direct care spending ratios, services and prices for services, and phammoeuticals and controlled substances. Various laws, including federal and state anti-
kickback and anti-fraud statutes, prohibit cerfain business practices and relationships that might affect the provision and cost of health care services reimbutsable under federal
and/or state health care programs such as Medicars and Medicaid, including the payment or receipt of remuneration for the referral of patients whose care will be paid by federal
govemmental programs or fee-splitting awangements between health care providers that are designed to induce the referral of patients to a provider for medical products and
setvices, Furthermore, many states prohibit business corporations from providing or helding themselves out as a provider of medical care.

In addition, the Stark Law broadly defines the scope of prohibited physician referrals under foderal health care prograrms to providers with which they have ownership or
other financial arrangements, Many states have adopted, or are considering, legislative proposals simifar to these laws, some of which extend beyond federal health care programs,
to prohibit the payment or receipt of rermineration for the referral of patients and physician referrals regardless of the soutce ofthe payment for the care.

We also are subject to potential lawsuits under a foderal whistle-blower statute designed to combat fraud and abuse in the health cave industry, known as the federl False
Clains Act. These lawsuits can involve significant monetary awards to private plintiffs who successfully bring these suits. When a private party brings a qui lamaction under the
False Claims Act, it files the complaint with the court under seal, and the defendant will generally not be aware of the lawsuit until the government makes a detenmnation whether it
will intervene and take a lead in the litigation.

These laws and regulations are complex and kmited judicial or regulatory interpretation exists. We cannot assure you that governmental officials charged with
responsibility for enforcing the provisions of these laws and regulations will not assert that one or more of our anangements are in violation of the provisions of such laws and
regulations.

The regulatory environment surounding the post—acute and long—term care industry has intensified, particulatly for larger for—profit, rmlii-facifity providers like us. The
federal government has fmposed extensive enforcement policies resulting in a significant increase In the number of inspections, citations of regulatory deficiencies and other
regulniory sanctions, incliding terminations from the Medicare and Medicaid programs, denjals of payment for new Medicare and Medicaid admissions and civil monetary
penalties.

If we fail to obtain or renew required regulatory approvals or licenses or fil to comply, or are perceived as failing to conply, with other extensive laws and regulations
applicalsle to our business, we conid have our licenses suspended or revoked, becone ineligible to receive govemment program reimbursement, be required to refund amounts
received from Medicare, Madicaid or private payors, suffer civil or criminal penalties, suffer damags to our reputation in various markets or be required to make significant changes
to our operations. Any of these senctions could have a material adverse effect on our eperations and financial condition. Furthermore, should we lose licenses or cerlifications for
many of our facilities as a result of regulatory action or otherwise, we could be deemed in defmilt under seme of our agteements, including agreements goveming cutstanding
indebtedness.

We have established policies and procedures that we believe are sufficient to ensure that we will operate in substantial compliance with these anti-frand and abuse
requirements. From time to time, we may seek guidance as to the interpretation of these laws; however, there can bo ne assurance that such laws will ultimately be interpreted in a
iranner consistent with our practices. In addition, we could be forced to expend considerable resomces responding to an investigation or other enforeement action under these
laws or regulations. While we believe that cur business practices are consistent with Medicare and Medicaid criteria, those critetia are oflen vague and subject to change and
interpretation. We are unable to predict the future course of federal, state and local regulation or legislation, including Medicare and Medicaid statutes and regulations, or the
intensity of federal and state enforcement actions. Aggressive anti-fraud actions have had and could have an adverse effect on our financial position, resulis of operations and
cash flows. See Item 1, "Business — Government Regulation".
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Ouer business may be impacted by healthcare reform efforts. In recent years, the U.S. Congress and cerlain state legislatores have considered and passed a large number
of laws intended to result in significant changes to the healthcare industry, mcluding the ACA. The ACA affects how healtheare services are delivered and reimbursed through the
expansion of public and private health insutance coverage, reduction of growth in Medicare and Medicaid spending, and the establishment and expansion of programs that tie
reimbursement to quality and integration. The ACA has been subject to legislative and regulatory changes and court challenges. Tt is pessible that there nuy be continued
changes to the ACA, its implewentation or its interpretation. Changes by Congress or government agencies could eliminate or alter provisions beneficial to us, while leaving in
place provisions reducing our reimbursement or otherwise negatively impacting our business.

There is alse uncertamty regarding whether, when and what other health reform measures will be adopted, and the impact of such efforts on providers as well as other
healthcare industry participants, Some members of Congress have proposed expanding govemment-fanded covetage, including proposals to expand coverage of federally-funded
Inswiance prograis as an alternative to private insurance or to establish a single payor system (such refons are often referred to as "Medicare for Al™), and some states have
implemented or proposed public health insutance options.

In addition, CMS adminis trators may male changes to Medicaid payment models or grant additional flexibilities to states in the administeation of state Medicaid prograns,
inclnding by expanding the scope of waivers under which states may inplement Medicaid espansion provisions, impose different eligibility or enrollment restrictions, or otherwise
inplement programs that vary Gomfederal standards, Other industry participants, such as private payors, may akso iniroduce financial or delivery systemrefoms. We are unable to
predict the nature and success of such initiatives, Healthcare reforminitiatives may have an adverse effect on ourbus iness, financial condition, and operating results.

We are requived to comply with laws governing the transmission and privacy and security aof health information. HIPAA requires the use of uniform electronic data
transmission standards for healtheare claims and payment transactions submitted or received electronically. In addition, as required by HIPAA, the HHS has issued privacy and
security regulations that extensively regulste the use and disclosure of individually identifiable health information (known as Protected Health Informmtion, or PHI) and require
covered entities, including healthcare providers and health plans, and vendors known as "business associates,” to implement administrative, physical and technical safeguards to
protect the security of PIIL Covered entities nmst report breaches of unsecured PHI without unreasonable delay to affected individuals, HAS and, in the case of larger breaches,
the media. The privacy, secuiity and breath notification regulations have imposed, and will continue to mpose, significant compliance costs on our operations.
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There are numerous other laws and legislative and regulatory initiatives at the federal and state levels addressing privacy and security concerns, These laws vary and may
impose additional obligations or penalties. For example, additional federal and state obligations may apply to behavioral, addictive disorder and other types of sensitive
information. Further, various state laws and regulations may require us to notify affected individuals in the event of a data breach invelving individually identifiable information
(even if no health-related information is invelved). In addition, the Federal Trade Commission uses its consumer protection authority to initiate enforcement actions in response to
data breaches. To the extent we fail to comply with one ot more federal and/or state privacy and security requireznents or if we are found to be respensible for the non-compliance
of our vendors, we could be subject to substantial fines or penalties, as well as third-party claits, and suffer harmtc our reputation, which could have a material adverse effect on
* ourbusiness, financial position, results of operations and liquidity.

In addition, health care providers and industry participants are also subject to a growing nurmber of requirements intended to promote the interoperability and exchange of
patient health inforrmtion. For exanple, most health case providers and ceriain other entities are subject to information blocking restrictions pursuznt to the 21s¢ Century Cures Act
that prohibit praciices that are likely to intetfere with the access, exchange or use of electronic health information, except as required by law or specified by HHS as a reasonable
and necessary activity.

We are suliject 1o employment-relaied laws and regulations which could increase our cost of doing business and subject us to significant back pay awards, fines and
dawswits. Our operations are subject to & variety of federal, state and local employment-related laws and regulations, including, but not limited to, the U.S. Fair Labor Standards
Act, which govems such malters ag minitium wages, the Family Medical Teave Act, overtime pay, conpensable time, record leeeping and other wotking conditions, Title VII of the
Civil Rights Act, the Enployes Retirement Income Security Act, the Americans with Disabilities Act, the National Iabor Relations Act, regulations of the Equal Enployment
Opportunity Commissicn, regulations of the Office of Civil Rights, regulations of the Depariment of Labor (DOL), federal and staie wage and hour laws, and a variety of similar laws
enacted by the federal and state governments that govern these and other employment-ielated matiers. Because labor represents such a large portion of our operating costs,
compliance with these evolving federal and state laws and regulations could substantially increase cur cost of doing business while failure to do so could subject us to significant
back pay awards, fines and lawsuits, Tn addition, federal proposals to intreduce a system of mandated health insurance and flexible work time and other similar initiatives could, if
implemented, adversely affset our operations. Our failare to conply with federal and state employment-related laws and regiations could have a material adverse effect on our
business, financial position, results of eperations and liquidity,

O business Is subject to a variety of federal, state and local environmental laws and regulations. As & healtheare provider, we face regulatory requireinents in areas of
air and water quality control, medical and Jow—level radicactive waste menagement and disposal, asbestos management, response to imold and lead—based paint in our facilities and
employee safely.

As an opetator of healthcare facilities, we alse may be required to investigate and temediate hazardous substances that are located on and/or under the property,
including any such substances that may have migrated off, or may have been discharged or transported fiom the property. Pact of our operations involves the handling, use,
storage, transportation, disposal and discharge of medical, biological, infectious, toxic, flammable, aud other hazardous naterials, wastes, pollutants, or contaminants. In addition,
we are sometimes unable to determine with certainiy whether prior uses of onr facilities and properties or surrounding properties may have produced continuing environmental
contamination or noncompliance, pariicularly where the timing or cost of making such determinations is not deened cost effective. These activities, as well as the possible
presence of such materials in, on and under our properties, may result in damage to individuals, property, or the environment; may infermupt operations or increase costs; may
result in legal linbility, damages, injunctions or fines; may result in investigations, administrative praceedings, penalties or other govemmental agency actions; and may not be
covered by insurance.

We believe that we are in material conpliance with applicable environmental and oceupational health and safaty requirements. However, we cannot assure you that we will
not encounter environmental linbilities in the firture, and such liabjlities noay result in material adverse consequences to our operations or financial condition.

We are subject to federal and state income taxes. Changes in tax laws and vegulations or the Inferpretation of such laws conld adversely affect our position on
income taxes and estimnated Income labilfties. Uncertain tax positions may arise where tax laws may allow for altemative interpretations or where the timing of recognition of
Income is subject to judgnient. We believe we have adequate pravisions for unrecognized tax benefits related to uncertain tax positions. Although we believe we have accurately
estimated our tax labilities, uncerfainy of interpretation by various tax authorities and the possibility that there are issues that have not been recognized by management could
result in additional tax lability. We believe that our liabilities reflect the anticipated outcome of known uncertain iax positions in conformity with ASC Topic 740 Income Taxes.

We are also subject to regular reviews, examinations, and audits by the Internal Revenue Service and other taxing authorities with respect to our tazes. There e
uncertaintios and ambiguities in the application of the Tax Cuts and Jobs Act of 2017 {"TaxAct") and it is possible that the IRS could issue subsequent guidance or take positions
on audit that differ from our jnterpretations and assumptions. Although we believe our tax estiates are reasonzble, if a taxing authority disagrees with the positions we have
taken, we could face additional tax liability, including jnierest and penalties. Our effective tax rate could be adversely affected by changes in the mix of earnings in states with
differcnt statutory taxrates, changes in the valuation of deferred tax assets and liabilities, change i tax laws and regulations, changes in our interpretations of tax laws, including
the Tax Act. Unanticipated changes i our taxrates or exposure to additional incomme tax liebilitles could affect our profitability, There can be no assurance that payment of such
additional amounts upon final adjudication of any disputes will ot have a material irpact on our results of operations and financial position.
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Risks Related to Our Structure and Public Company Compliance

Fatlure to maintain effective imternal controls in eecordance with Section 404 of the Sarbanes—Ocley Act conld result in a restatement of onr financial statements,
canse investors to lose confidence in our financial statements and onr company and have & material edverse effect on owr business and stock price. We produce our

congolidated financial statements in accordance with the requirements of U.S. GAAP. Effective internal controls are necessary for us to provide reliable financial reports to help

mitigate the risk of fraud and to operate successfully as a publicly traded coropany. As a public company, we are required to documeni and test our internal control procedures in
order to satisfy the requirements of Section 404 of the Sarbanes—Osley Act of 2002, or Section 404, which requires annual management assessments of the effectiveness of our
internal controls over financial reporting,

Testing and meintaining internal condrols can divert our management's attention from other matters that are important to our business, We may not be able to conclude on
an ongoing basis that we have effective internal controls over financial reporting in accordance with Section 404 or our independent registered public accouniing fitm may not be
able to issue an unqualified report if we conclude that our intemal controls over fnancial reporting are not effective. If either we are unable to conclude that we have effective
intemal contrels over financial reporting or our independent registered public accounting firm is unable to provide us with an unqualified report as required by Section 404,
investors could lose confidence in our reported financial information and our company, which could result in a decline in the market price of our common stock, and cause us to fail
to meet our repoiting obligations in the fiuture, which in tum could impact cur ability to raise additional financing if needed in the future.

Increasing costs of being publicly owned are likely to inpact our fitnre consolidated financial position and resuits of operations. In connection with the Sarbanes—
Oxley Act 0of2002, we are subject to rules requiring our management to report on the effectiveness of our internal control over nancial reporting. I we fail to have effective internal
controls and procedures for financial reporting in place, we could be mmable to provide timely and reliable financial information which ceuld, in turn, have an adverse effect on our
business, results of operations, financial condition and cash flows. ’

Significant regulatory changes, including the Sarbanes—Oxley Act and rules and regulations promalgated as a result of the Satbanes—Oxley Act, have increased, and in
the future, are fikely to further increase general and administrative costs. In order to comply with the Sarbanes—Oxley Act 0£ 2002, the listing standards ofthe NYSEexchange, and
rules implemented by the SEC, we have had te hire additional personnel and vtilize additional outside legal, accouniing and advisory services, and may continue e require such
additional rescurces. Mareover, in the rapidly changing regulatory environment in which we operate, there is significant uncertainty as to what will be required to comply with
many of the regulations. As a result, we may be required to spend substantially more than we cutrently estimate, and may need to divert resources fiom other activities, ag we
develop our compliance plans.

Provision for losses in owr financial statesments may nof be adeguate. Toss provisions in our financial statements for self-insured programs are made on an
undiscounted basis in the relevant period. These provisions are based on internal and external evalations of the merits of individual claivs, analysis of claims history and
independent actvarially determined estinates. Our management reviews the methods of determining these estimates and establishing the resulting accrued Habilities frequently,
with any material adjustments resulting from being reflected in current eamings. Although we believe that our provisions for self-insured losses In our financial statements are
adequate, the yltinate liability may be in excess of the amounts recorded. In the event the provisions for losses reflected in our financial statements are inadequate, our financial
condition and results of operations may be materially affected.

Lnplementation of new information technology could canse business intervuptions and negatively affect onr profitability and cash flows. We continue to 1efine and
implement our information technology to improve customer service, enhance operating efficiencies and provide more effective management of business operations. Inplementation
of information technology ciuries risks such as cost overuns, project delays and business intenuptions and delays. If we experience a material business interruption as a result of
the implementation of our existing or future infonmation technolegy infrastructure or are unable to obtain the projected benefits of this new infrastuctine, it conld adversely affect
us and could have a material adverse effect cn our business, results of operations, finaneial condition and cash flows,

We depend on the proper function and availability of onr informution systems. We are dependent on the proper function and availability of our information systems.
Though we have taken gteps to protect the safety and security of our information systens and the data maintained within those systems, there can be no assurance that our safety
and security nwagnres and disaster recovery plan will prevent damage or intenuption of our systems and operations, and we may be vulnerable to losses asscciated with the
improper functioning, security breach or unavailability of our information systems. Failure to maintain proper function and availability of our information systems could have a
material adverse effect on cur business, financial position, resulls of operations and liquidity.
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In addition, certain software supporting our business and information systens are licensed to us by independent software developers. Cur inability or the inability of
these developers, to continue to maintain and upgrade our informmation systems and sofrware could disrupt. or reduce the efficiency of our operations. In addition, costs and
potential problens and intermptions associaled with the implementation of new or upgraded systems and technology or with maintenance or adequate support of existing systems
also could disrupt or reduce the efficiency of our operations and could have a material adverse effact on our business, financial position, resulls of operations and liquidity,

Cybersecurity rishs could harm our ability to operate effectively. Cybersecurity tefers to the combination of techno logies, processes and procedures established to
protect information technology systens and data fiom unauthorized access, attack, or damage. We rely on owr information systems to provide secunity for processing,
transmission and siomge of confidential patient, resident, employee, other consumer information, such as persenally identifiable information, including information relating to
health protected by HIPAA. Although we have taken steps to protect the security of owr information systerns, medical devices that storte sensitive data, and the data maintained in
those systems and devices, it is possible that our safety and security measures will not prevent improper functioning or the improper aceess or disclosure of personally identifiable
information such as in the event of cyber-attacks. We may be at increased risk because we outsource certain services or finctions to, or have systens that interface with, third
parties. Some of these third parties may store or have access to our data and mey not have effective controls, processes, or practices te protect our information from attack,
damage, or unauthotized access. A breach or attack, including those caused by updates and other releases, aflecting any of these third parties could harm our business.

Ifpersonally identifiable infonmation of our patients or others is improperly accessed, tampered with or distiibuted, we may incur significant costs to remediate possible
injury to the affected patients, and we may be subject to sanctions and civil or criminal penalties if we are found to be in violation of the privacy or security rules under HIPAA or
other similar federal or state laws protecting confidential personally identifiable information,

Secwrity breaches, including physical or electronic break-ins, computer viruses, attacks by hackers and simiiar breaches can create system dismuptions or shutdowns ot
the unauthorized disclosure of confidential information. Additionally, healthcare businesses are increasingly targets of cyberattacks, whereby hackers dismpt business operations
ot obtain protected health information, oRen demanding large ransoms. As cyber threats continue to evolve, we may be required to expend significant additional resources to
continue to modify or enhance our protective measures or to investigate and remediate any cybersecurity vulnerabilities. The ocourrence of any of these events could result in
harmto patients; business interruptions or delays; the loss, misappropriation, cormption, or unauthorized access of data; litigation and potential liability under privacy, security
and consurer protection laws or other applicable laws; reputational damage; or federal and state governmental incuiries. Any failure to maintain proper functionality and security
ofour information systems could have a material adverse effect on our business, financial condition, and results of operations.

We may not be able to meet all our capital needs, We cannot assure you that our business will genceate cash flow from operations that anticipated revenue growth and
improvement of operating efficiencies will be realized or that future borrowings will be availsble to us in an amount sufficient to enable us to service any future indebtedness or to
fand our other liquidity needs. We may need to incur indebtedness, sell assets, or nake certain dis cretionary capital expenditures.,

The performances of our fived-income and our equily investment portfolios ave subject 1o a variety of investment risks, Our investment portfolios are comprised
principally of fised—incone securities and comen equities. Our fixed—income porifolio is actively managed by an investment group and includes short—term investments and
fixed—maturity securities. The performances of our fired—income and our equity portfolios are subject to a number ofrisks, including:

¢  Interest rate risk — the risk of adverse changes in the value of fixed—incone securities as a result of increases in racket interest rates.

» Investment credit risk— the risk that the value of certain investments may decrease in value due to the deterioration in financial condition of, or the liquidity available to,
one or mote issuers of those securities or, in the case ofasset-backed securities, due to the deteroration of the icans or other assets that underlie the securities, which, in
each case, also includes the risk of permanent logs,

¢ Councentration risk — the risk that the po:tfolio may be too heavily concentrated in the securities of National Health Investors "NHI,” ot certain sectors or industries, which
could result in a significant decrease in the value of the portfolio in the event of a deterioration of the financial condition, performance, or outlock of NHI, or those certain
seelors orindus lies,

»  Liquidity risk — the risk that we will not be able to convert nvestments into cash on favorable terms and on a timely basis or that we will not be able to sell them at afl,
when we desire to do so. Disruptions in the financial markets or a lack of buyers for the specific securities that we are trying to sell, could prevent us from liquidating
securities or cause a reduction in prices to levels that are not acceptable to us.

20




In addition, the success of our invesiment strategies and asset allocations in the fived—income portfolio may vary depending on the market environment, The fixed—
income portfolio’s performance also way be adversely inpacted if, among other factors: there is a lack of transparency regarding the underlying businesses of the issuers of the
securities that we purchase; credit ratings assigned to such securities by nationally recognized credit rating agencies are based on incomplete infornmtion er prove unwarranted; or
our tisk mitigation strategies are meffective for the applicable matket conditions.

The cormmon equity portfolio is subject to general movements in the values of equity matkets and to the changes in the prices of the securities we hold, Equity markets,
scctors, industries, and individual securities may be subject to high volatility and to long periods of depressed or declining valuations.

If the fixed—income or equity porifolios, or both, were to suffer a decrease in value due to market, sector, or issuer—specific conditions to a substantial degree, our
liquidity, financial position, and financial results could be materially adversely aifected.

Our stock price is volatile and fluctuations in our operating vesuits, qrarierly earnings and other factors may result in declines in the price of our common stock.
Equily markets are prone te, and in the last few years have experienced, extreme price and volume fluctuations. Volatifity over the past few years has had 2 significant impact en the
market price of securities issued by many companies, incliding us and other companies in the healthcare industry. If we are unable to operate our businesses as profitably as we
have in the past or as our stockholders expect ug (o in the future, the market price of our comimon stock will likely decline as stockhelders could sell shares of our common stock
when it bacomes apparent that the market expectations may not be realized. In addition to our operating results, many econonic and other factors beyond our control could have
an adverse effect on the price of our common stock including:

general economic conditions;

developments generally affecting the healthcare industry;

strategic actions, such as acquisitions or restructurings, or the introduction of new services by us or our competitors;
new laws or regulations or new interpretations of existing laws or regulations applicable to our business;
litigation and govemnmental investigations,

changes in accounting standards, policies, guidance, interpretations or principles;

investor perceptions of us and our business;

actions by institutional or other large stockholders;

quarterly variations in operating results;

changes in financial estimates and recommendations by securities analysts;

press releases or negative publicity relating to our competiiors orus or relating to trends in health care;
sales ofstock by insiders;

natural disasters, terrorist attacls and pandemics; and

. & 2 * 5 8 " e

additions or departures of kay personnal.

We may not be able fo pay or maintain dividends and the fuilure to do so wonld adversely affect our stock price. We currently pay a quatterly dividend on our
commen stock and our Board intends to continue to pay a quarterly dividend. However, our ability to pay and maintain cash dividends is based on many factors, including our
financial condition, funds fiom operations, the level of our capital expenditures and future business prospects, our ability to make and finance acquisitions, anticipated operating
cost levels, the level of demand for our beds, the rates we charge and actual results that may vary substantially fiom estimates. Soie of the factors are beyond our control and a
change in any such factor could affect our ability to pay or maintain dividends, The failure to pay or maintain dividends could adversely affect our stock price.

IMEMEIE.  UNRISOLVED STAFF COMMENTS

None.

ITEM1C, CYBERSECURITY

The Company’s Board of Directors is comitted to both safeguarding against cybersecurity threats and complying with the SEC Cybersecurity regulations adopted on
July 26, 2023. The Board reccives an annual cybersecurity update from the Chief Information Officer {CIO) and Chief Information Security Officer (CISO) at one of the Board
neetings held throughout the year. Accordingly, they received their customary detailed briefing from the CIO and CISO at the August 7, 2025 meeting.

The CIO provides relevant inforrmation on cybersecurity threats and risks to the Certification Committee on a quarterly basis, This meoting is chaired by a representative
of the Audit Committes and attended by the Chairmen of the Audit Committee. The Chairmen of the Audit Committee will then escalate any significant matters to the full Audit
Commitlee. IMnecessary, the Audit Committee can further elevate these matters to the fll Board of Directors.

The Company has implemented processes and continues to look at improved ways to identify, assess, and ianage material visks fom¢ybersecurity threats. Additionally,
i has established procedures to evaluate any material effeets, or weasonably likely material effects, of risks from cybersecurity threats and past cybersecurity incidents, The
Company also has processes in place to assess and detemmine the necessity of any material disclosures required on Form 8-K.

The Conmpany’s CIQ brings over 40 years of experience in inforrmation technology and ¢ybersecurity within the healtheare sector. The CISO hag more than 25 years of
cxpertise in technology and cybersecurity and has served as the Company’s CISO for 7 years. The Company has an Incident Response Plaoning Commiitee that convenes
quarterly to address, identify, and manage any significant cybersecurity threats, Additionally, the Company has a crisis teain, comprising the Conpliance Officer, General Counsel,
Chief Financial Officer, Human Resources Officer, Facilities Managenent Administiator, and Network Systems Administrator, which is activated if an event poses a significant risk
to the Cormpany.

The Conpany and the Board of Directors are committed to remaining updated on evolving cybersecurity regulations and best practices, as well as the development and
amendment of processes to meet these changing demands.
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ITEM 2. PROPERTIES

Skilled Nursing Facilities

Licensed
State City Center Name Affiliation Beds
Alabama Anniston NHC HealthCare, Anniston Leased(l) 151
Moulton NHC HealthCare, Moulton Leased(l) 136
Georgia Fort Oglethorpe NHC HealthCare, Fort Oglethorpe Owned 135
Rossville INHC HealthCare, Rossville Owned 112
Kentucky Glasgow NHC HealthCare, Gasgow Leased(1) 194
Missouri Desloge NHC HealthCare, Desloge Leased(1) 120
Joplin NHC HealthCare, Joplin Leased(1) 124
Kennett NHC HealthCare, Kennett Leased(l) 170
Macon Macon Health Care Center Owned 120
Osage Beach Osage Beach Rehabilitation and Health Care Center Owned 94
St. Charles NHC HealthCare, St. Charles Leased(l) 120
St. Louis NHC HealthCare, Maryland Heights Leased(1) 220
Springfield Springfield Rehabilitation and Health Care Center Owned 146
West Plains NHC HealthCare, West Plains Owned 114
North Carolina Burlington White Oak of Burlington Owned 160
Charlotte White Oak of Charlotte Owned 180
Kings Mountain White Oak of Kings Mountain Owned 154
Shelby White Oak of Shelby Owned 160
Tryon White Oak of Tryon Owned 70
Waxhaw White Oak of Waxhaw Leased 100
South Carolina Anderson NHC HealthCare, Anderson Leased(1) 290
Bluffion NHC HealthCare, Bluffton Owned 120
Charleston NHC HealthCare, Charleston Owned 132
Clinton NHC HealthCare, Clinton Owned 131
Columbia NHC HealthCare, Parklane Owned 180
Columbia White Oak of Columbia Owned 120
Greenwood NHC HealthCare, Greenwood Leased(1) 152
Greenville NHC HealthCare, Greenville Owned 176
Lancaster White Oak of Lancaster Owned 132
Laurens NHC HealthCare, Laurens Leased(1l) 176
Lexington NHC HealthCare, Lexington Owned 170
Mauldin NHC HealthCare, Mauldin Owned 180
Murrells Inlet NHC HealthCare, Garden City Owned 148
Newberry White Oak of Newberry Owned 146
North Augusta NHC HealthCare, North Augusta Owned 192
North Charleston White Oak of Charleston Owned 176
Rock Hill White Oak of Rock Hill Owned 141
Spartanburg White Oak of North Grove Owned 132
Spartanburg White Oak of Spartanburg Owned 60
Spartanburg White Oak Estates Owned 88
Sumter NHC HealthCare, Sunter Managed 138
York White Oak of York Owned 109
Tennessee Athens NHC HealthCare, Athens Leased(l) 86
Chattanooga NHC HealthCare, Chattanooga Leased(1) 200
Columbia NHC HealthCare, Columbia Owned 106
Columbia NHC-Maury Regional Transitional Care Center Owned 112
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Virginia

Cookeville
Dickson
Dunlap
Farragut
Franklin
Franklin
Gallatin
Hendersonville
Johnson City
Kingsport
Knoxville
Knoxville
Knoxville
Lawrenceburg
Lawrenceburg
Lewisburg
Lewisburg
MeMinnville
Milan
Murfieesboro
Murfireesboro
Nashville
Nashville
Nashville
Nashville
Nashville
Oak Ridge
Pulaski
Smithville
Somerville
Sparta
Springfield
Tullahoma

Bristol

NHC HealthCare, Cookeville
INHC HealthCare, Dickson

NHC HealthCare, Sequatchie
NHC HealthCare, Farragut

NHC Place, Cool Springs

INHC HealthCare, Franklin

NHC Place, Summer

NHC HealthCare, Hendersonville
NHC HealthCare, Johnson City
NHC HealthCare, Kingsport
NHC HealthCare, Fort Sanders
Holston Health & Rehabilitation Center
NHC HealthCare, Knoxville
NHC HealthCare, Lawrenceburg
NHC HealthCare, Scott

NHC HealthCare, Lewisburg
NHC HealthCare, Oakwood
NHC HealthCare, McMinnville
NHC HealthCare, Milan
AdamsPlace

NHC HealthCare, Murfreesboro
Lakeshore, [Heartland
Lakeshore, The Meadows

The Health Center of Richland Place
NHC Place at The Trace

West Meade Place

NHC HealthCare, Oak Ridge
NHC HealthCare, Pulaski

NHC HealthCare, Smithville
NHC HealthCare, Somerville
NHC HealthCare, Sparta

NHC HealthCare, Springfield
NHC HealthCare, Tullahoma

NHC HealthCare, Bristol

Managed
Leased(l)
Leased(1)
Owned
Owned
Leased(1)
Owned
Leased(1)
Leased(1)
Owned
Owned
Owned
Owned
Managed
Leased(1)
Leased(1])
Leased(1)
Leased(l)
Leased(1)
Owned
Managed
Owned
Managed
Managed
Owned
Managed
Managed
Leased(1)
Leased(1)
Leased(1)
Leased(1)
Owned
Owned

Leased(1)

104
191

106
180

92

122

167

160
94
115
96

100

115
117

90
181

60
113
107

120
120
102
114
72

96
107

120




Behavioral Health Hos pitals

Licensed
State City Center Name Affiliation Beds
Missouri Maryland Heights Maryland Heights Center for Behavioral Health Owned 20
Osage Beach Osage Beach Center for Cognitive Disorders Owned 18
Tennessee Knoxville Knoxville Center for Behavioral Medicine Owned(2) o4
Assisted Living Units
State City Center Name Affiliation Units
Alabama Anniston NHC Place/ Anniston Owned 67
Kentucky Glasgow NHC HealthCare, Glasgow Leased(1) 12
Florida Merritt Island Sodalis Senior Living Mermitt Island Owned 85
Stuart Sodalis Sentor Living Stuart Owned 84
Vero Beach Sodalis Senior Living Vero Beach Owned 119
Missouri St. Charles Lake St. Charles Retirement Center Leased(1) 26
St. Peters Villages of St. Peters Memory Care Owned 60
North Carolina Tryon Benson Hall Assisted Living Owned 18
South Carolina Bluffton The Palmettos of Bluffton Owned 78
Chatleston The Palnettos of Charleston Owned 60
Columbia The Palmettos of Parklane Owned 75
Greenville The Palmettos of Mauldin Owned 45
Murrells Inlet The Palmettos of Garden City Owned 80
Spartanburg White Oak Estates Assisted Living Owned 30
Tennessee Dickson NHC HealthCare, Dickson Leased(l) 20
Farragut NHC Place, Farragut Owned 84
Farragut NHC Place, Cavette Hill Owned 60
Franklin NHC Place, Cool Springs Owned 89
Gallatin NHC Place, Sunmer Owned 80
Murfreesboro AdansPlace Owned 106
Nashville Lakeshore Heartland Owned 9
Nashville Lakeshore, The Meadows Managed 10
Nashville Richland Place Managed 24
Nashville The Place at the Trace Owned 80
Smithville NHC HealthCare, Smithville Leased(1) 6
Somerville NIHC HealthCare, Somerville Leased(1) 6
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Retirement Apartments

State City Retirement Apartments Affiliation Units
Missouri St. Charles Lake St. Charles Retirement Apts. Leased(1) 152
North Carolina Burlington Oak Creek Apartments Owned 54
Charlotte Sharon Village Apartments Owned 34
Tryon White Oak Village Apartments Owned 101
South Carolina Spartanburg White Oak Estates Apartments Owned 114
Tennessee Chattanooga Parkwood Retirement Apartments Leased(1) 30
Johnson City Colonial Hill Retirement Apartments Leased(1) 63
Murfreesboro AdansPlace Owned 93
Nashville Richland Place Retirement Apts. Managed 136
Homecare Agencies
State City Homecare Agencies
Florida Chipley NHC HomeCare of Chipley
Crawfordville NHC HomeCare of Crawfordville
Memitt [sland NHC HomeCare of Merritt Island
Panana City NHC HomeCare of Panama City
Port St. Joe NHC HomeCare of Port St. Joe
Quincy NHC HomeCare of Quincy
Tallahassee NHC HomeCare of Tallahassee
Vero Beach NHC HoneCare of Vero Beach
South Carolina Aiken NHC HomeCare of Atken
Anderson NHC HomeCare of Anderson
Greenville NHC HomeCare of Greenville
Greenwood NHC HomeCare of Greenwood
Laurens NHC HomeCare of Laurens
Murrells Inlet NHC HomeCare of Murrells Inlet
Summerville NHC HomeCare of Low Country
West Columbia NHC HomeCare of Midlands
Tennessee Athens NHC HomeCare of Athens
Chattanooga NIHC HomeCare of Chattanooga
Columbia NHC HomeCare of Columbia
Cookeville NHC HomeCare of Cookeville
Dickson NHC HomeCare of Dickson
Franklin NHC HomeCare of Franklin
Hendersonville NHC HomeCare of Hendersonville
Johnson City NHC HomeCare of Johnson City
Knoxville NHC HomeCare of Knoxville
Lawrenceburg NHC HomeCare of Lawrenceburg
Lewisburg NHC HomeCare of Lewisburg
MeMinnville NHC HomeCare of McMinnville
Milan NHC HomeCare of Milan
Murfreesboro NHC HomeCare of Murfreesboro
Pulaski NHC HomeCare of Pulaski
Somerville NHC HomeCare of Somerville
Sparta NHC HomeCare of Sparta

Springfield

NHC HomeCare of Springfield
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Hospice Agencies

State City Hos pice Agencies
Georgia Rossville Caris Healthcare — Rossville
Missouri St. Louis Caris Healthcare — St. Louis
South Carolina Anderson Caris Healthcare — Anderson
Charleston Caris Healthcare — Charleston
Columbia Caris Healthcare — Columbia
Greenville Carnis Healthecare — Greenville
Greenwood Caris Healthcare — Greenwood
Myrtle Beach Caris Healthcare — Myrtle Beach
Sumter Caris Healthcare — Sumter
Tennessee Athens Caris Healthcare — Athens
Chattanooga Caris Healthcare — Chattanooga
Columbia Caris Healthcare — Columbia
Cookeville Caris Healthcare — Cookeville
Clinton Caris Healthcare — Clinton
Crossville Caris Healthcare — Crossville
Dickson Caris Healthcare — Dickson
Greeneville Caris Healthcare — Creeneville
Johnson City Caris Healthcare — Johnson City
Knoxville Caris Healthcare — Knoxville
Lawrenceburg Caris Healthcare - Lawrenceburg
Lenoir City Caris Healthcare — Lenoir City
Milan Caris Healthcare — Milan
Morristown Caris Healthcare - Mormistown
Murfreesboro Caris Healthcare — Murfreesboro
Nashville Cans Healtheare — Nashville
Sevierville Caris Healthcare — Sevierville
Somerville Caris Healthcare — Somerville
Springfield Caris Healthcare — Springfield
Tullahoma Canis Healthcare — Tullahoma
Virginia Big Stone Gap Caris Healtheare — Big Stone Gap
Bristol Caris Healthcare — Bristol
Cedar Bluff Cans Healthcare — Cedar Bluff
Wytheville Caris Healthcare - Wytheville

Healthcare Facilities Leased to Others

The following table includes certan mformation regarding healtheare facilities which are owned by us and leased to others:

Name of Facility Location No. of Beds
Skilled Nursing Facilities
Solaris HealthCare North Naples Naples, FL 60
Solaris HealthCare Coconut Creek Coconut Creek. FL 120
Selaris HealthCare Daytona Daytona Beach, FL 73
Solaris HealthCare [mperial Naples, FL 113
Solaris HealthCare Windermere Orlando, FL 120
Solaris HealthCare Charlotte Harbor Port Charlotte, FL 180
The Health Center at Standifer Place Chattanooga, TN 444
Solaris HealthCare Lake City Lake City, FL 120
Solans HealthCare Pensacola Pensacola, FL 180
Assisted Living No. of Units
Standifer Place Assisted Living Chattanooga, TN 74

(1) Leased from NHI

(2) Knoxville Center for Behavioral Medicine is owned by separate limited liability companies. The Company owns 63% of the operations entity and owns 89% of the real estate

entity.
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ITEM 3, LEGAL PROCEIDINGS
General and Professional Liability Insursnce and Lawsiits

The senior care industry has experienced increases in both the number of personal injury/wronglul death claint and in the severity of awards based upon alleged
negligence by nursing facilities and their employees in providing care to residents. The Corrpany has been, and continugs to be, subject to claims and legal actions that arise in the
ordinary course of business, including potential clains related to patient care and treatment. The defense of these lawsuils may result in significant legal costs, regandless of the
cutcome, and can result in large settlemont amounts or darage awards.

As aresult of the terns of our insurance policies and our use ofa whelly-owned insurance company, we have retained significant self-insured risk with respect to general
and professional Hability. Additional insurance is purchased through thitd party providers that serve to supplement the coverage provided through our wholly-owned captive
insurance conpany. We uge independent actuaries to assist managemnent in estinmting our exposures for clains obligations {for both asserfed and unasserted claing) related to
exposures in excess ol coverage Limits, and we maintain reserves for these obligations, It is possible that claims against us could exceed our coverage limits and our reserves, which
would have a naterial adverse effect on our financial position, results of operations and cash flows.

General Litigation
Civil Investigative Demand / Qui Toan Complaini

On or about May 21, 2024, Catis Healthcare, LP. {”Caris”} received a Civil Tnvestigative Demand (*CID”) from the U.S. Attomney’s Office for the Eastern District of
Tennessee. The CID requested the production of certain medical records for patients at Caris® Nashville office and other documents related to the billing for hospice services for
the period of January 1, 2019, through the date of the CID. The Company cooperated with respect to the requests.

On June 23, 2025, a Notice of Election to Decline Intervention (the "Notice of Declination™) was fill by the United States of America, the State of Tennessce, the
Commonwealth of Virginia, and the State of Georgia, in a case styled US. ex rel. Marshall v. Carts HealthCare, LP, Case No, 3:23-CVA00330, in the US, District Couxt for the
Eastern District of Tennessee (the “Qui Tam Case™). Subsequent ta the Notice of Declination filing, an underlying gui tam complaint, originally filed on September 12, 2023, was
unsealed, Following the Notice of Declination, the rehitors filsd 2 Notice of Voluntary Dismissal on September 25, 2025, which concluded the matter,

Indemnities

Fromtime Lo time, the Company enters into ceitain types of contracts that contingently require it to indermify parties agninst thivd-party claims. These contracts primarily
inchide (i) certain real estate leases, under which the Company may be required to indemnify property owners or prior facility operators for post-trans fer labilities and other claims
arising fromthe Company’s use of the applicable premises, (ii) operations Lrans fer agreements, in which the Company agrees to indermnify past operators of facilities agaiust certam
lizbilities arising from the trans fer of the operation and/or the operation thereof after the transfer to the Company or its subsidiary, {iif) cextain lending agresments, under which the
Company way be required to indemnify the lender against vatious claims and liabilities, (iv) certain agreements by and beiween the Company and/or its subsidiaries or affiliates,
and (v) certain agreements with the Company officers, divectors and others, under which the Conpany may be required to indemnify such persons for liabdlities arising out of the
nature of their relationship i the Company and/or its subsidiaries and affiliates. The terms of such obligations vary by contract and, in most instances, do not expressly state or
include a specific or maximmm dollar amount. Generally, amounts under these contracts cannot be reasonably estimated until a specific claimis asserted.

ITEMA, MINESAFETY DISCLOSURIS
Not applicable,
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ITIEMS, MARKET FOR REGIS TRANT'S COMMON EQUITY, RELATED STOCKHOLDIER MATTERS, AND ISSUER PURCHASTS OF BQUITY SECURITIES

Market Information

Our common stock is listed and traded on the NYSE-American exchange under the symbol "NHC.” On December 31, 2025, NHC had approximately 24,596 stockholders,

comprised of approximately 1,896 stockholders of record and an additional 22,700 stockholders indicated by securily position 4stings.

Dividend Pelicy

We do not have a formel dividend policy, but we cumrently intend to continue to pay regular quarterly dividends to the holders of our commen stock. The Company has

paid a common dividend since 2004, although there can be no assurances that our quatterly dividends will be declared, paid or increased in the future.

Stock Repurchase Programs

In 2025, the Company purchased 127,338 shares of its commen stock for a total cost of $14,730,000, The shares were funded from cash on hand and were cancelled and

returned to the status ofauthorzed but unissued.

Equity Compensation Plons

The following table sete foith informetion regarding our equity compensation plans:

Number of
securities
remmining
MNurrber of available
securities for
to be future issuance
issued upon Weighted under
exercise average equity
of exercise price of compensation
outstanding outstanding plans (excluding
options, aptions, secutities
wanants and wairants and reflected in
Plan Category rights riglits columa {a))
@ ) )
Fquity compensation plans approved by security holders 847,975 82,53 1,272,632
Equity compensatior: plans not approved by security holders - = -
Total 647975 § 82.53 1,272,632
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The following graph and chart compare the cunulative total stockholder retum for the period from January 1, 2021 through December 31, 2025 on an investment of $100 in
(1) NHCs common stock ("NHC™), (i) the Russell 2000 Stock Index ("Russell 2000") and (i) the Standard & Poor's Health Care Index (" S&P Health Care Index"). Cumulative total
stockholder retum assumes the reinvestment ofall dividends. Stock price performances shown in the graph are not necessarily indicative of future price performances .

Comparison of Cumulative Total Return
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Overview

Natienal HealthCare Corporation, which we also refer to 2s NHC or the Company, is a leading provider of post—acute care and senior health care services. At December 31,
2025, we opetate or menage 80 skilled nusing fecilities with 10,329 licensed beds, 26 assisted living facilities with 1,413 units, nine independent living facilities, three behaviotal
health hospiials, 34 homecare agencies, and 33 hospice agencies located in 9 states. In addition, we provide management services, accounting and financial services, and insurance

services to third party operators of healthcare properties. We also own the real estats of 10 healthcare propetties and lease these properties to third party operators.
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Executive Sumimary
Earnings

To monitor our earnings, we have developed budgets and management reports to monitor labor, census, and the composition of revenues. During certain inflationary
times, our net patient revenues and govemment reimburs ement may not keep pace with inflationary increases in our expenses, which may cause net eamings to decline.

Occupancy

A primaty area of management focus continues to be the rates of occupancy within our skilled nursing facilities. The overall census (based on operational beds) in owned
and Jeased gkilled nursing facilities for 2025 was 89.7% compared to 88.6% in 2024 and 87.9% in 2023.

Due to America’s healtheare labor shortage, the challenge of maintaining desirable patient census levels has been amplified. Management has undertaken a number of
steps in order to best pesition our curtent and future health care facilities. This includes wotking internally to examine and improve systems to be most responsive to referral
sources and payors, as weil as find creative initfatives to retain and attract qualified healthcare professionals, Additionally, NIIC is in various stages of partnerships with hospital
systems, payors, and other post-acute alliances to better position ourselves so we are an active participant in the delivery of post-acute healthcare services.

Quality of Patient Care
The Centers for Medicare and Medicaid Services (" CMS”) introduced the Five-Star Quality Rating System to help consumers, their families and caregivers compate skilled
nursing facilities more easily, The Five-Star Quality Rating System gives each skilled nursing operation a rating tanging beiween one and five stars in various categories (five stars

being the best). The Company has always strived for patient-centered care and quality outcomes as precursors to outstanding financial performance.

The tables below summarize NHC's overall perfornmnoe in these Five-Star ratings versus the skilled nursing industry as of Decemiber 31, 2025:

Industry
NHC Ratings Ratings
Total number of skilled nursing facilities, end of period 80
Number of 4 and 5-star rated skilled nursing facilities 50
Percentage of 4 and 5-star rated skilled mursing facilities £2.5% 38.6%
Average rating for ali skilled nursing facilities, end of period 3.83 2.95
Developrent and Growth

‘We are underiaking Lo expand our post-acute and senior health care operations while protecting our existing operations and markets, The following table lists our recent
construction and purchase activities.

Type of Operation Description Size Location Placed in Service
Hospice New Agency 1 agency Cedar Bluff, VA March 2023
Skilled Nursing Acquisition 66 beds Nashville, TN May 2023
Homecare New Agency 1 agency Tallahassee, FL May 2023
Assisted Living Facility New Operations 135 units Vero Beach, FL July 2023
Assisted Living Facility New Operations 95 units Merritt Island, FL July 2023
Assisted Living Facility New Qperations 100 units Stuart, FL Tuly 2023
‘ Hospice New Agency 1 agency Monistown, TN Apiil 20624
Hospice New Agency 1 agency Lawrenceburg, TN TJuly 2024
Hospice New Agency 1 agency Wytheville, VA August 2024
Hospice New Agency | agency Clinton, TN October 2024

On August 1, 2024, the Company purchased the assets of White Oak Management, Ing, (" White Oak™). The White Qak portfolio consisted of 15 skilled nursing facilities,
two assisted living facilities, four independent living facilities and a long-tetm care pharmacy. The White Oak operations have 1,928 licensed skilled musing beds, 48 assisted living
units, and 302 independent living units in the states oFScouth Carclina and North Carclina.

Accrued Risk Reserves

Our accrued professional liability and workers’ compensation reserves totaled $121,595,000 and $103,616,000 at December 31, 2025 and 2024, respectively, and are a
primawy avea of managermont focus, We have set aside restricted cash and resticted marketable securities to find our professional Liability and wotkers® compensation reserves.

As to exposure for professional lisbility clains, we have developed perforngnce measures to bring focus to the patient care issues most likely to produce professional
liability exposure, including in-house acquired prossure ulcers, significant weight loss and numbers of falls. These prograns for certification, which we regalarly modify and
improve, have produced measurable improvewents in reducing these incidents. Our experience is that achieving goals in these pationt care ateas improves both patient and
eimployee satis faction,

Segment Reporting

The Company has two reportable operating segments: (1) inpatient services, which inclndes the operation of skilled musing facilities, assisted and independent living
[acilities, and behavioral health hespitals; and (2) hemecare and Lospice services. Thesa reportable operating sepments are consistent with information used by the Conpany’s
Chief Fxecutive Olficer, as chief operating deeision maker ("CODM™, ko assess performance and allocate resources. The Company also reports an "all other” category that
includes revenues from rentalincome, nanagement and accounting services fees, insurance services, and costs ofthe corporate office.

The Company’s CODM evaluates perfonmance inciuding pretax earnings and allocates capital resources to each segment based on an operating model that is designed to
inprove the quality of patient care and profitability of the Company, while enhancing long-term shareholder value. The CODM does not review assets by segment in his resource

allocation and therefore, assets by segnent are not disclosed below.
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The following tables set forth the Company’s consolidated statements of operations by business segment (in thousands):

Revenues:
Net patient revenues
Other revenues
Net operating revenues

Costs and Expenses:
Salaries, wages and benefits
Other operating
Facility rent
Depreciation and amortization
Total costs and expenses

Incone (loss) fromoperations

Non-operating income

Interest expense

Unrealized gains on marketable equity securities

Income before income taxes

Revenues:
Net patient revenues
Other revenues
Government stimulus income
Net operating revenues and stimulus income

Costs and Expenses:
Salaries, wages and benefits
Other operating
Facility rent
Depreciation and amortization
Total costs and expenses

Income (loss) fromoperations

Non-operating income

Interest expense

Unrealized gains on marketable equity securities

Tncome before income taxes

Year Ended December 31, 2025

Inpatient Homecare
Services and Hospice All Other Total
5 1,315,545 154,086 S - 1,469,631
1,467 - 46,683 48,150
1,317,012 154,086 46,683 1,517,781
TISA77 93,535 52,008 921,080
336,746 21530 12919 377202
35,972 2373 7,882 46,227
41,066 581 3273 44920
1,189,261 124,026 76,142 1,389,429
127,751 30,060 (29,459) 128,352
= - 18,107 18,107
(6,371) - = (6,371)
— — 22344 22344
121.380 30,060 $ 10,992 162,432
Year Ended December 31, 2024
Inpatient Homecare
Services and Hospice All Other Total
1,111,300 140459 S - 1,251,759
1,315 - 44,863 46,178
- - 9,445 9,445
1,112,615 140459 54,308 1,307,382
668,029 85,712 57,189 810,930
280,867 25927 14,596 321,390
33,787 2295 7,100 43,182
37,988 737 3,260 41,985
1,020,671 114,671 82,145 1,217,487
91,944 25,788 (27.837) 89,895
- - 19,690 19,690
(4.135) — = (4,135)
- — 30,958 30,958
87.809 25788 8§ 22811 136,408
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Revenues:
Net patient revenues
Other revenues
Net operating revenues

Costs and Expenses:
Salaries, wages and benefits
Other operating
Facility rent
Depreciation and amortization
Total costs and expenses
Income (loss) from operations
Non-operating income
Interest expense

Unrealized gains on marketable equity securities

Income before income taxes

Results of Operations

Year Ended December 31, 2023

Inpatient Homecare
Services and Hospice All Other Total
S 956,077 S 131,537 8§ - § 1,087,614
1,141 - 52,789 53,930
957,218 131,537 52,789 1141544
589,279 80,610 42,455 712,344
254,559 23,529 10,095 288,183
32,542 2,172 6,811 41,525
38,172 786 3,076 42,034
914,552 107,097 62,437 1,084,086
42,666 24440 (9.648) 57458
— - 16,660 16,660
(324) - - (324)
= — 14,944 14,944
S 23482 S 24440 8 21956 S 88,738

The followmg table and discussion sel forth items from the consolidated statements of operations as a percentage of net operating revenues and grant income for the

years ended December 31, 2025, 2024 and 2023.

Revenues:
Nel patient revenues
Other revenues
Government stimulus income

Net operating revenues and stimulus income

Costs and Expenses:

Salaries, wages and benefits

Other operating

Facility rent

Depreciation and amortization

Total costs and expenses

Income fromoperations
Non—operating income
Interest expense
Unrealized gains on marketable equity securities
Income before income taxes
Income tax provision
Net ncome
Net (income) loss attributable to noncontrolling interest

Net income attributable to common stockholders of NHC

Percentage of Net Operating Revenues

Year Fnded December 31,

2025

2024

2023

96.8% 95.8% 95.3%
32 35 47
- 0.7 -
100.0 100.0 100.0
60.7 62.0 624
249 246 252
30 33 3.6
3.0 32 37
916 9.1 940
34 69 31
12 14 15
(0.4) (03) (0.1)
15 24 13
10.7 104 7
@7 (2.6) (2.1)
80 73 57
02) 0.0 0.2
7.8% 7.8% 5.9%




The following table sets forth the increase or (decrease) in certain itens from the consolidated statements of operations as compared to the prior penod (dellars in
thousands).

Period to Period Increase (Decrease)

2025 vs, 2024 2024 vs. 2023
Amount Percent Amount Percent

Revenues:

Net patient revenues 3 217,872 174% § 164,145 15.1%

Other revenues 1,972 43 (7,752) (14.4)

Government stimulus income (9,445) (100.0) 9,445 100.0

Net operating revenues and stimulus income 210,399 16.1 165,838 14.5

Costs and Expenses:

Salaries, wages and benefits 110,150 13.6 98,586 13.8

Other operating 55,812 174 33,207 11.5

Facility rent 3,045 7.1 1,657 4.0

Depreciation and amortization 2,935 7.0 (49) (0.1)

Total costs and expenses 171,942 14.1 133,401 12.3

Income fromoperations 38,437 428 32,437 56.5
Non-operating income (1,583) (8.0) 3,030 18.2
Interest expense (2.236) (54.1) 3,811 1.176.2
Unrealized gains on marketable equity securities (8,614) (27.8) 16,014 107.2
Income before income taxes 26,024 19.1 47,670 53.7
Incone taxprovision (5,504) (16.0) (10.872) (46.4)
Net income 20,520 201 36,798 56.4
Net (income) loss attributable to noncontrolling interest (2,432) (1,529.6) (1,669) (110.3)
Net income attributable to common stockholders of NHC 5 18,088 17.7% § 35,129 52.6%
2025 Compared to 2024

Net operating revenues and stimulus income for the year ended December 31, 2025 totaled $1.517,781.000 compared to $1,307,382,000 for the year ended December 31,
2024, an increase of 16.1%. The net operating revenues increase was due to an 84% increase in same-facility net operating revenues, as well as the August 1, 2024 acquisition of
White Oak Manor (" White Oak”).

For the year ended December 31, 2025, GAAP net income attributable to NHC was $120,015,000 compared to net income of $101,927,000 for the same period in 2024.
Excluding the unrealized gains n our marketable equity securities portfolio and ather non-GAAP adjustments, adjusted net income was $104,067,000 for the year ended December
31, 2025 compared to $76,862,000 for the same period a year ago. The increase in non-GAAP eamings for the year ended December 31, 2025 compared to 2024 was primarily due to
the continued increase in skilled nursing census, skilled nursing per diem increases from some of our governmental payors, the continued reduction of agency staffing expense,
and the White Oak operations being accretive to eamings.

On August 1, 2024, the Conpany purchased the White Oak portfolio, ncluding its long-term care pharmacy. The White Oak portfolio consists of 15 skilled nursing
facilities, two assisted living facilities, and four independent living facilities. The White Oak operations have 1,928 licensed skilled nurs ing beds. 48 assisted living units. and 302
independent living units in the states of South Carolina and North Carolina.

Net operating revenues and stimilus income

Net patient revenues totaled $1.469,631.000 in 2025, an increase of $217.872.000, or 17.4%, compared to 2024.

The overall average census in owned and leased skilled nursing facilities for 2025 was 89.7% compared to 88.6% in 2024. The composite skilled nursing facility per diem
increased 4.0% n 2025 compared to 2024, Medicare and managed care per diemrates increased 5.1% and 3.9%, respectively, in 2025 compared Lo 2024. Medicaid and private pay
perdiemrates increased 3.5% and 6.8%, respectively, in 2025 conmpared to 2024.

White Oak, acquired on August 1, 2024 and with a full year of operations in 2025, attributed to $227,545.000 in net patient revenues for the year ended December 31, 2025
compared to $96,052,000 for the vear ended Decenber 31, 2024. Also included in net patient revenues for the years ended December 31, 2025 and 2024, respectively, is $7,246,000

and $12.749,000 of supplemental Medicaid payments that were received to help mitigate the healthcare workforce crisis and the inflationary labor market.
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Other revenues in 2025 were $48,150,000, an increase of $1,972,000, or 4.3%, as further detailed in Note 3 to our consolidated financial statements,

During the year ended December 31, 2024, the Company recognized $9,445,000 related to the Employee Retention Credit ("ERC”) that was established by the CARES Act
and intended to help businesses retain their workforee and avoid kayoffs during the pandemic. The FRC provided a per employse credit to eligible businesses based on a
percentage of qualified wages and health insurance benefits paid to employees. During the second quarter of 2024, all conditions related to the assistance were met and the credit
was tecognized as govermment grant income,
Total costs and expenses

Total costs and expenses were $1,389,429,000 for 2025, an increase of $171,942,000, or 14.1%, fom $1,217,487,000 in 2024.

Salaries, wages, and benefits increased $110,150,000, or 13.6%, to $921,080,000 in 2025 from $810,930,000 in 2024. Salaries, wages, and benefits as a percentage of nct
operating tevenues and stimnlus incotre was 60.7% compared to 62.0% for the years ended December 31, 2025 and 2024, respectively,

The White Oak operations attributed to an increase o $87,199,000 in salaries, wages, and benefits for the year ended December 31, 2025 conpated to the prior year.
Although we contine to face workforce and labor shortages within all of our operations, we are working diligently to find solutions 1o reduce and eliminate agency nurse
staffing expenses within our healthcare operations. The labor and workforce shortages have resulted in us contracting with agency nutse staffing companies. For the year ended

December 31, 2025 our agency nurse staffing expenses decreased $9,335,000, or approximately 66.6%, compared to the same period a yearago.

Other operating expenses increased $55,812,000, or 17.4%, to $377,202,000 for the vear ended Decetrber 31, 2025 compared to $321,390,000 for the pricr year Other
operating expenses as a percentage of net operating revenues and stimulus income was 24.9% and 24.6% for the years ended Decermber 31, 2025 and 2024, respectively.

The White Oalcaperations attributed to an increase of $32,737,000 in other operating expenses for the year ended Decendber 31, 2025 compared to the prior year. We have
also incuired unfavorable claims activity within our professional liability captive insurance company during 2025, The unfavorable claims activity resulted in additional other
operating expenses of $17,563,000 for the year ended Decenber 31, 2025 conpared to the same pericd a year ago.

During the second quarter of 2025, we contributed iand to a newly-formed limited liability company resulting in an equity interest in the new entity. The fair value of the
land contributed to the new entity was $5,625,000. The related cost basis of the contributed land was $2,019,000, which resulted in a gain of $3,606,000. This gain was netted with
other operating expenses resulting in a decrease 0£'$3,606,000 in other operating expenses as compared to the same period in the prior vear.

Fagility rent expense increased $3,045,000, or 7.1%, to $46,227,000 in 2025. Depreciation and amortization. increased 7.0% to $44,920,000 in 2025. Tnterest expense increased
52,236,000 to $6,371,000 in 2025 from $4,135,000 in 2024 related to the outstanding long-term debt due to the White Oak acquisition in Angust 2024,

Other income

Non—operating income decreased by $1,583,000, or 8.0% to $18,107,000 in 2025 compared to the prior year, as further detailed in Note 4 to our consolidated financial
statements.

We recorded unrealized gains in the amount of $22,344,000 for the increase in fair vahue of our marketable cquity securities portfolio for the year ended December 31, 2025,
The marketable equity securities portfolio consists mainly of publicly-traded healtheare REIT’s and other blue-chip public companies held within our insurance companiss,

Income taxes
The income taxprovision for 2025 is $39,826,000 (an effective income tax tate of 24.5%).
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2024 Compared to 2023

Net operating revennes and stinmlus income for the year ended December 31, 2024 totaled $1,307,382,000 conpared to $1,141,544,000 for the year ended December 31,
2023, an increase of 14.5%. The nat operating revenues increase was primasily driven by the August 1, 2024 acquisition of White Oak Manor ("White Oak”),

For the year ended Decerber 31, 2024, GAAP net income attributable to NHC was $101,927,000 compared to net income of $66,798,000 for the same period in 2023,
Excluding the urealized gains in our marketable equity securities portfolio and other non-GAAP adjustments, adjusted net incone was $76,862,000 for the year ended December
31, 2024 compated to $34,934,000 for the same period a year ago. The increase in non-GAAP eamings for the year ended Decerber 31, 2024 compared to 2023 was primarily due to
the skilled nursing per diem increases fomsome of our govetmment payurs, the continued reduction of nuise agency staffing expense within our operations, and the White Ozk
operations being accretive to eamings.

On August 1, 2024, the Company purchased the White Oak portfolio, including its long-term care pharmacy. The White Oak porifolio consists of 15 skilled numsing
facilities, two assisted living facilities, and four independent living facilities. The White Oak cperations have 1,928 licensed skillad nursing beds, 48 assisted living units, and 302
independent living units in the states of South Carolina and North Carolina.

Net operating vevenues and grant income
Net patient tevenues totaled $1,251,759,000 in 2024, an increase of$164,145,000, or 15.1%, conpared to 2023,

The overall average census in owned and leased skilled nuising facilities for 2024 was 88.6% conpared to 87.9% in 2023. The composite skilled nursing facility per diem
increased 6.8% in 2024 compared to 2023, Medicare and managed care per diemrates increased 5.0% and 0.7%, respectively, in 2024 compared to 2023. Medicaid and private pay
per diemrates increased 8.6% and 12.3%, 1espectively, in 2024 compared to 2023,

White Ouak, with five months of operations since the acquisition date, attributed to an increase of $96,052,000 in net patient revennes for the year ended December 31, 2024
compared to 2023, On March 1, 2024, the Company exited  lease and transferred the operations of two skilled nursing faclities (included assisted lLiving units) and one memory
care facility located in Missouri. The exiting of these operations resulted in net patient revenues decreasing $26,929,000 for the year ended Decenber 31, 2024 compared to the prioi

year. Also included in net patient revenues for the years ended December 31, 2024 and 2023, respectively, is $12,749,000 and $20,214,000 of supplemental Medicaid payments that
were received to help mitigate the healthcare workforce crisis and the inflationary labor market.
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Other revenues in 2024 were $46,178,000, a decrease of $7,152,000, or 14.4%, as finther detailed in Note 3 to our consolidated financinl statemants. In Decensber 2023, we
contributed land to a newly-formed limited ability company resulting in an equity interest in the new joint venture, The fhir value of the land contributed to the entity was
$8,000,000 and the related cost basis in the Iand was $1,770,000, which resulted in 4 gain of $6,230,000.

During the year ended December 31, 2024, the Conpany recognized $9,445,000 related ta the Employee Retention Credir ("ERC”) that was established by the CARES Act
and intended to help businesses retain their workforce and avoid layoffs during the pandemic. The BRC provided a per enplovee credit to eligible buginesses based on a
percentage of qualified wages and health insurance beneiits paid to employees. During the second quarter of 2024, all conditions related to the assistance were met and the credit
was recognized as govemment grant incame.

Total costs and expenses
Total costs and expenses were $1,217,487,000 for 2024, an increase of $133,401,000, or 12.3%, from $1,084,086,000 in 2023,

Salaries, wages, and benefits increased $98,586,000, or 13.8%, to $810,930,000 in 2024 fiom $712,344,000 in 2023. Salaties, wages, and benefits as a percentage of net
operating revenues and grant income was 62.0% compared to 62.4% for the years ended December 31, 2024 and 2023, respectively.

The White Oak eperations attributed to an increase of $63,223,000 in salaries, wages, and benefits for the year ended December 31, 2024 compared to the prior year, On
March 1, 2024, the Conpany exited the lease and transferad the opemtions of twe skilled nursing facilities (includad assisted living units) and one memoty care fcility located in
Missoun. The exiting of these operations resuited in salaties, wages, and benefits decreasing 520,169,000 for the year ended December 31, 2024 conpared to the prior year.

We continue to face wotkforce and labor shoriages within all of our operations. The labor and workforce shertages have resulted in us contracting with agency nurse
staffing companies. For the year ended Decerber 31, 2024 our agency nurse staffing expenses decreased $19,962,000, or approxmately 66.2%, compared to the sawe pericd a year
ago.

Other operating expenses increased $33,207,000, or 11.5%, to $321,390,000 for the year ended December 31, 2024 compared to $288,183,000 for the prior year Other
operating expenses as a percentage of net operating revenues and grant income was 24.6% and 25.2% for the years ended December 31, 2024 and 2023, respectively.

The White Oak operations attributed to an increase of $20,554,000 in other operating expenses for the year ended Decenber 31, 2024 compared to the prior year. On March
1, 2024, the Company exited the lease and transferrsd the operations of two skilled nursing facilities (inchided assisted living units) and one memory care facility located in
Missouri, The exiting of these operations resulted in other operating expenses decrensing $7,101,000 for the year ended December 31, 2024 corppared to the prior year. We continue
to face inflationaty pressures in certain categories within other operating expenses as well, such as foad/dietary supplies and drugs/phanmaceutical supplies.

Facility rent expense incroased $1,657,000, or 4.0%, to $43,182,000 in 2024 Depreciation and amortization decreased 0.1% to $41,985,000 in 2024. Tnterest expense increased
$3,811,000 to $4,135,000 in 2024 from $324,000 in 2023. At December 31, 2024, we have outstandin B long-term debt of $137,000,600 due to the White Qak acquisition, Tn 2023, we
didn't have any outstanding long-term debt.

Orther income

Non—operating income increased by $3,030,000, or 18.2% to $19,690,000 in 2024 compared to the prior year, as further detailed in Note % to our censolidated financial
statements.

We recorded unrealized gains it the amount of $30,958,000 for the increase in fair value of our marketable equity securities portiblio for the year ended December 31, 2024.
The marketable equity securities portfolio consists mainly of publicly-traded healthcare REFT's and other blue-chip public companics held within our insuramee companies.

Income taxes
The income taxprovigion for 2024 is $34,322,000 {an effective income taxrate of 25.2%).
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Non-GAAP Financial Presentation

The Conpany is providing cetiain non-GAAP Fnancial measures as the Company believes that these figures are helpful in allowing investors to more accurately assess
the ongoing nature of the Company’s operations and measure the Company’s performance more consistently across periods. Therefore, the Company believes this information is
meaning il in addition to the information contained in the GAAP presentation of financial information. The presentation of this additional non-GAAP financial inforwwation is not
intended to be considered in isolation or as a substitute for the financial information prepared and presented in accordance with GAAP,

Specifically, the Company believes the presentation of non-GAAP financial information that excludes the unvealized gains or losses on our marketable equity securities,
stock-based compensation expense, gains on sale of property and equipment, operating resulls for start-up healthcare operations not at full capacity, acquisition related expenses,

the recognition of the employee retention credit, and gains on sales of unconsolidated companies is helpful in allowing investors to assess the Cowpany’s operations more
accurately,
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The table below provides reconciliations of GAAP to non-GAAP itens (dollars in thousands, except per share data):

Year Ended December 31,

2025 2024 2023
Net income attributable to National HealthCare Corporation b 120015 § 101,927 $ 66,798
Non-GAAP adjustments:
Unrealized gains on marketable equity securities (22,344) (30,958) (14,944)
Stock-based compensation expense 4,399 4,160 2782
Gain on sale of property and equipment (3,606} - (6,230)
Operating results for newly-opened operations not at full capacity - 130 2,359
Acquisition-related expenses - 3.266 =
Employee retention credit = (9.445) =2
(Gain on sale of unconsolidated company - (1,024) -
Income taxexpense on non-GAAP adjustments 5,603 8,806 4,169
Non-GAAP Net Income $ 104,067 § 76,862 % 54,934
GAAP diluted eamings per share $ 767 § 653 § 434
Non-GAAP adjustments:
Unrealized gains on marketable equity securities (1.43) (1.98) (0.97)
Stock-based compensation expense 0.28 0.28 0.18
Gain on sale of property and equipment (0.23) = (042)
Operating results for newly-opened operations not at full capacity - 0.01 0.15
Acquisition-related expenses - 0.21 -
Emplovee retention credit - (0.61) =
Gain on sale of unconsolidated company - (0.07) -
Incone taxexpense on non-GAAP adjustments 0.36 0.56 0.27
Non-GAAP diluted earnings per share 5 665 § 493 % 3.55

Liquidity, Capital Resources and Financial Condition
Souwrces and Uses of Funds

Cur prinary sources of cash include revenues from the operations of our healthcare operations, management and accounting services, rental income, and investment
income. Our primary uses of cash include salaries, wages and other operating costs of our healthcare operations. the cost ol additions to and acquisitions of real property, facility

rent expenses. and dividend distributions. These sources and uses of cash are reflected in our consolidated statements of cash flows and are discussed m further detail below.
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The following is a summary of our sources and uses of cash flows (dollars in thousands):

Year Ended One Year Change Year Ended One Year Change
12/31/25 12/31/24 3 Ya 12/31/24 12/31/23 S %Yo

Cash, cash equivalents, restricted

cash, and restricted

cash equivalents at beginning of

period $ 96,922 § 125968 § (29,046) (23.1)% § 125968 § 74865 § 51,103 68.3%
Cash provided by operating

activities 185,078 107,303 71,775 725 107,303 111.216 (3.913) (3.5)
Cash used in investing activities (33,858) (236,693) 202,835 85.7 (236,693) (17,568) (219,125) (1,247.3)
Cash (used in)/ provided by

financing activities (135,955) 100,344 (236,299) (235.5) 100,344 (42,545) 142,889 3359
Cash, cash equivalents, restricted

cash, and restricted

cash equivalents at end of period $ 112,187 § 96,922 § 15,265 157% § 96922 § 125968 § (29.046) (23.1)%
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Cperating Activities

Net cash provided by operating activities for the year ended December 31, 2025 was $185,078,000 as compared to $107,303,000 and $111,216,000 for the years ended
December 31, 2024 and 2023, respectively. Cash provided by aperating activities consisted ofnet income of $122,606,000 and adjustments for non—cash items of 330,244,000. There
was cash provided by working capital needs in the amount of $33,395,000 for the year ended Decenber 31, 20235, Tn 2024, thete was cash used for working capital in the amount
of 25,717,000,

Included in the adjustments for non-cash items are depreciation expense, equity in eamings of unconsolidated investients, unrealized gains on our marketable equily
securities, gain on the sale of property and equipment, deferred taxes, and stock compensation.

Investing Activities

Nel cash used in investing activities totaled $33,858,000 for the year ended December 31, 2025, as compared to $236,693,000 and $17,568,000 for the years ended December
31, 2024 and 2023, respectively. Cash used for property and equipment additions was $36,446,000, $27,600,000, and $27,901,000 for the years ended December 31, 2025, 2024 and
2023, respectively. For the year ended December 31, 2025, we contributed capital of $5,629,000 For two joint venturg, nulti-family developments that are under construction in
Nashville, Tennessee compared to $14,293,000 for the same period in the prior yeat Proceeds fromthe sale of marketable securities, net of purchases, resulted in cash proceeds of
$7,705,000, $16,913,000, and $17,895,00¢ in 2025, 2024, and 2023, respectively.

On August 1, 2024, the acquisition of White Oak Senior Living resulted in cash used of $215,896,000. In January 2024, the Conpany sold its ownership interest in a
homeacare agency resulting in proceeds fromthe sale of $2,100,000.

Financing Activities

Net cash used in finanemg activities totaled $135,955,000 for the year ended Decertber 31, 2025. Net cash provided by financing activities totaled $100,344,000 for the year
ended Decenber 31, 2024. Net cash used in financing activities totaled $42,545,000 for the year ended Decenber 31, 2023. Cash used to pay down the outstanding principal balance
of our long-term debt was $97,000,000 and $13,000,000 for the years ended December 31, 2025 and 2024, respectively, Dividends paid to common stockholders was $38,704,000,
$36,964,000, and $35,560,000 for the years ended Decermber 31, 2025, 2024 and 2023, respectively. Proceeds fromthe issuance of cornmon stock totaled $14,214,000, $14,268,000, and
$313,000 for 2025, 2024 and 2023, respectively. We repurchased conmon shares outstanding in the amount of $14,730,000, $13,502,000, and $2,482,000 for the years ended December
31, 2025, 2024, and 2023, respectively.

In 2024, the funding for the White Oak acquisition was provided by the Company’s cash on hand and borrowings under the credit facility of $150,600,000.
Shori—term liguidity

We expect to meet our shori—term liquidity requirements primarily fromour cash flows fromaperating activitizs. In addition to cash flows from operations, we have current
cash on hand of $92,829,000 and unrestricted mutketable equity securities o $162,972,000, We also have unencumbered real estate and the borrowing capacity on our $50 million
available line of credit. We believe these various resources are adequate to neet cur conéractual obligations and growth and development plans in the next twelve months.
Long—term liguidity

We expect to meet our long—term liquidity requirerents primarily from our cash flows from operating activities, our curtent cash on hand of $92,829,000, our wnrestricted
matketable equity securities of $162,972,000, and our borrowing capacity on the $50 million available line of credit. We also have substantial value in our unencumbered real estate
aysets, which could potentially be used as collateral in future bowowing opportunities.

Cur ability to meet our leng—terin contractual obligations and to fimance our operatmyg requirements, growth and development plans will depend upon our future
perfonmance. Onr fiture performance will be affected by business, economic, financial and other factors, including potential changes in state and federal govertunent payment rates
for health care, customer dermand, success of our matleting efforts, pressures fromcompetitors, and the state of the cconomy, inclnding the state of [inancial and credit maricets, as

well as many unforescen factors.
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Contingencies

See Note 16 to the consolidated financial staternents for additional information on pending litigation and other contingencies.
Guarantees

At Decenber 31, 2025, we have no agreements lo guarantee the debt obligations of other parties.

We have no outstanding letters of credit. We may or may not in the future elect to use financial derivative instruments to hedge interest rate exposure in the future. At
December 31, 2025, we did not participate in any such financial instrurments.

New Accounting Pronounceinents
See Note | to the consolidated financial staterments for the impact of any new accounting standards.
Application of Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles gencrally accepted in the United States of America requires us to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts ofrevenues and expenses during the reporting period. Actual results could differ fromthose estimates and cause our reporied net income to vary significantly fromperiod
to period.

Our critical accounting policies that are both importani to the portrayal of our financial condition and results and require our most difficult, subjective or complex
judgments are as follows:

Net Patient Revenues and Accounts Receivable

Net patient revenues are derived fom services rendered to patients for skilled and intermediate nursing, rehabilitation therapy, assisted living and independent living,
home health care services, hospice services and behavioml health services. Net patient revenue is reported at the amount that reflects the consideration to which the Conpany
expects to be entitled in exchange for providing patient services. These amounts are due from patients, governmental programs, and other third-pasty payors, and mnclude variable
censideration for retroactive revenue adjustments due to settlement of audits, reviews, and investigations.

The Company recognizes revenue as its performance obligations are conpleted. Routine services are treated as a single perfornance obligation satisfied over tine as
services are rendered. These reutine services represent a bundle of services that are not capable of being distinct. The performance obligations are satisfied over time as the
patient sinmltanecusly receives and consumes the benefits of the healthcare services provided. Additionally, there nay be ancillary services which are not included i the daily
rates for routine services, but instead are treated as separate performance obligations satisfied at a point in tine when those services are rendered. Contract labilities are recorded
for payments the Company receives in which performence obligations have not been completed.

The Company determines the transaction price based on established billing rates reduced by explicit price concessions provided to third party payors. Explicit price
concessions are based on contractual agreements and historical experience. The Company considers the patient's ability and intent to pay the amount of consideration upon

admission. Credit losses are recorded as bad debt expense, which is Included as a conponent of other operating expenses in the consclidated statements of operations,
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Accrued Risk Reserves

We are self-insured for risks related to workers® conpensation and general and professional liability insutance, We have two whelly—owned limited pirpose insurance
companies that insure risks related to workers' compensation and general and professional liability insurance claims. The accrued risk reserves inclhide a liability for reported clains
and estimates for incurred but unreporied clains. Our policy is to engage an extemal, independent actuary to assist in estimating our exposure for clairs obligations (for both
asserted and unasserted claims). We reassess our accrued risk reserves on a quarterly bagis.

Professional Lability remning an atea of particular concern to us. The long-term care industry has seen an increase in personal injury/wrongful death claims based on
alleged negligence by skilled nursing facilities and their employees in providing cere to residents. The Company has been, and continues to be, subject to claims and legal actions
that arise in the ordinary course of business, inclnding potential clains related to patient care and treatmont, A significant increase in the number of these claims, or an increase in
the amounts due as a result of these clains could have a material adverse effect on our consolidated financial position, results ef operations and cash flows. It is also possible that
fature events could cause us to meke significant adjustiments or revisions to these reserve estimates and canse our reported net incom to vary significantly fromperiod to period.

We are principally self-insured for incidents ocourring in all centors owned or leased by us. The coverages include bath piimary policies and excess policies. In all years,
settlements, ifany, in excess ofavailable insurance policy limits and our vwn 1eserves would be expensed by us.

ITEM7A.  QUANTITATIVE AND QUALITATIVE DIS CLOS URE ABOUT MARKET RISK

Market risk represents the potential economic loss arising from adverse changes in the fair value of financial ingtroments. Cuarrently, our exposure to market risk relates
primatily to our fixed—income and equity portfolios, These investment portfolios are exposed primarily to, but not linited to, interest tate risk, credit risk, equity price risk, and
concentration risk. We also have exposure to market risk that includes our cash and cash equivalents. The Company's senior management has established comprehensive risk
fanagerrent policies and procedures to menage these market risks.

Interest Rate Risk

The fair values of our fixed—income investments fluctuate in response to changes in market interest rates. Increases and decreases in prevailing interest rates generally
translate into decreases and increases, respectively, in the fair values of those instrurments. Additioally, the fair values of interest rate sensitive instruments nay be affected by
the creditworthiness of the issuer, prepayment options, the liquidity of the instrument and other general market conditions. At December 31, 2025, we have available for sale
martketable debt securities in the amount of $123,293,000. The fixed income portfolic is conprised of investments with privarily short—term and intenmediate—tenm maturities. The
portfolio composition allows flexibility in reacting to fluctuations of intorest rates. The fixed income portfolio allows our insurance company subsidiaties to achieve an adequate
tisk-adjusted retin while maintaining suificient liquidity to meet obligations.

Our cash and cash equivalents consist ofhighly liquid investments with a natwrity of less than three months when purchased, As a result of the shori-term nature of our
cash instruments, a hypothetical 1% change in interest rates would have mininal impact en our firture earnings and cash flows related to these instruments.

Our Credit Facility exposes us (o vatiability in interest payrents dus to changes in Secured Ovemight Financing Rate ("SOFR") interest rates. We manage our exposure
to this interest rate risk by monitoring available financing alteretives. Our credit agreement requires principal and interest payments to be paid throngh maturity, pursuant to the
amortization schedule.

We do not cwrrently use any derfvative instruments to hedge our interest rate exposure. We have not used derivative instruments for trading purposes and the usc of
such mstruments in the futuve would be subjeet to approvals by the Investment Committee of the Board of Directors.

Credit Risk

Credit risk is rmanaged by diversifying the fixed incorre portfolio to aveid concentrations in any single indusiry group or issuer and by limiting investments in securities
with lower credit ratings. Corporate debt securities and assei—backed securities comprise approximately 61% cf the fair value of the fised income pertivlio. At December 31, 2025,
the credit quality ratings for owr fixed income portfolio consistad of the following investment and non-investment grades (a3 a percent of fair value): 5% AAA mted, 40% AA rated,
3%% A rated, 12% BEB rated, and 4% BB rated.

Eqguity Price and Concentration Risk

Our marketable equity securities are recorded at their fair market value based on quoted maket pricos. Thus, there is exposure to equity price risk, which is the potential
change in fair value due to 2 change in quoted market prices. At December 31, 2025, the fuir value of our merketable equity securities is approximately $180,169,000. Qur investment
in NII comprises approximately $124,532,000, or 69.1%, of the total fair value of our maretable equity securities. We manage our exposure to NHI by closely monitoring the
{inancial condition, performance, and outlook of the company. Hypothetically, a 10% change in quoted market prices would result it a related increase or decrease in the fit value
of our equity investments of approximately $18,016,000. At December 31, 2025, our equity securities had net untealized gains of $136,889,000. Of the total unrealized gains in our
matketable equity securitics, approximetely $99,798,000 is related 1o our investment in NHL
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
RITORT OF INDEPENDINT REGISTERYD PUBLIC ACCOUNTING FIRM

To the Stockhoiders and the Board of Directors of National HealthCare Corperation
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheet of National HealthCare Corperation (the "Cormpany™) as of Decerber 31,2025 , the telated consolidated statements
of gperations, comprehensive income, equity, and cash flows, for the period ended December 31, 2025, and the related notes {collectively referred ta as the "financial staterments™),
In our epinion, the financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2025 and the results of its operations and its
cash Rows for the period ended December 31, 2025, in conformity with accounting principles generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOR), the Company's intetnal control over
finaneial reporting as of Decerber 31, 2025, based on criteria established in Internal Control — Integrated Framework (2013) issued by the Comrmittee of Sponsoring
Organizations of the Treadway Commission and our report dated February 26, 2026, expressed an unqualified opinion on the Company's internal control over financial reporting.

Basis for Opinion

These financial statements ars the respensibility of the Company's management. Our responsibility is to express an opinion on the Company's fnancial staterients based on our
audits. We are a public accounting firmregistered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federa] securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we pian and performthe audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement, whether due to eror or frand. Our sudits included performing procedures to assess the risks of material
misstaterrent of the financial statements, whether due to ervor or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant estimates
mede by management, as well 45 evaluating the overall presentation of the financial staterents. We believe that our audits provide a reasonable basis for our opinion.

Critical Awdit Matter

The critical audit matter comnunicated below is & matter arising fomthe cumrent-period audit of the fmancial statements that was commnicated or required to be commumicated to
the zudit committze and that (1) relates to accounts or disclosures that are material to the inancial statements and (2) involved our especially challenging, subjective, ar complex
judgients. The communication of eritical audit matters does not alier in any way our opinion on the financial statements, taken as a whole, and we are not, by communicating the
ctitical audit ratter below, providing a separate opinion on the critical audit matter or on the accounts or disclosures to which it relates.
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Estimation of Accrued Risk Reserves « General and Professional Liability Claims— Refer o Note 16 to the financial statements

Critical Audit Matter Description

The Company has retaied significant self-insured visk for general and professional liability claims related to patient care and treatment. The accrued risk reserves include a liability
for reported claims and estimates for projections of asserted and unasserted clains. The Company uses independent actuaries to assist management in estimating the claims
obligations {for both asserted and unasserted claims) related to exposures in excess of coverage limits. Such estimates are based on many variables including historical and
statistical information and other factors.

We identified the evaluation of the Conpany's acerued risk reserves for professional liability claims as a critical sudit matter because the projection of settlement values for
teported and unreported claims involves significant estimation by management. Auditing whether reserves for professional liability claims were appropriately recorded as of
December 31, 2025 requirad a high degree of auditor judgment and an increased extent of effort, including the need to involve our actuarial specialists,

How the Critical Audit Matter Was Addressed in the Audit

Qur audit procedures related to the estimation of accrued tisk reserves for professional liability claime include the following, among others:

 Tested the effectiveness of mmagenent’s internal controls ever the estimation of professional lability claims, including those aver the projection of obligations for asserted and
unasserted claims.

* Obtained and reviewed the Company’s insurange policies and conpared the coverage and temns to the asswmptions used by management.

* Tested the underlying data that served as the basis for the actuarial analysis, including historical clains, to test that the inputs to the actuarial estinate were accurate and
couplete.

- With the assistance of our actuarial specialists, evaluated the methods and assumptions used by management to estimate the selfinsurance reserves for general and professional
liability <faims by:

+ Performing a retrogpective review by comparing management’s prior year estimate to reported and paid losses for professional elaing in the current year.

+ Developing an independent range of estimated losses for the general and professional liability reserve and comparing management's estimate o our estimated independent
range.

/s/ Deloitte & Touche LIP

Nashville, Tennessee
Fobruary 26, 2026

We have served as the Company's audilor since 2025,
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Report of Independent Registered Public Accounting Firm
To the Stecklwlders and the Board of Directors of National HealthCare Corporation
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheet of National HealthCare Corporation {the Company) as of Deceniber 31, 2024, the related consolidated statements of
operations, comprehensive income, equity and cash flows for each of the two years in the petiod ended December 31, 2024, and the related notes (coflectively referred to a5 the
“conselidated financial statements™). In our opinion, the consolidated financial statements present faitly, in all material respects, the financial position of the Company at December
31,2024, and the results of its operations and its cash flows for each of the two vears in the petiod ended Decerrber 31, 2024, in conformity with U.S. generally accepted aceounting
principles.

Basis for Opinion

These financial staterents are the responsibility of the Corpany’s management. Our responsibility is to express an opinion on the Company’s financial staterments based on our
audits, We are a public accounting firm registered with the PCAOB and are requited fo be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable ritles and reguiations of the Securities and Exchange Commission and the PCAQB.

We conducted our audits in accerdance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whather the financial statements are free of material misstatement, whether due to emor or fiaud. Our audits included performing procedures to assess the risks of material
migstaterent of the financial staternents, whether due to error or faud, and performing procedures that respond to those tisks. Such procedures inchided examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statemonts. Our audits also included evaiuating the accounting principles used and significant estimates
nrde by managerent, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinien,

/s/ Bmst & Young LLP

We served as the Company's auditor fom 2009 to 2025,

Nashville, Tennessce
February 28, 2025
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Revenues:
Net patient revenues
Other revenues
Government stimulus mcome
Net operating revenues and stimulus income

Costs and expenses:
Salaries, wages and benefits
Other operating
Facility rent
Depreciation and amortization
Total costs and expenses

Income fromoperations

Other ncome {expense):
Non-operating income
Interest expense
Unrealized gains on marketable equity securities

Income before incone taxes

Income tax provision

Net income

Net (income) loss attributable to noncontrolling interest

Net meome attributable to National HealthCare Corporation

NATIONAL HEALTHCARE CORPORATION
Consolidated Statements of Operations
(in thousands, except share and per share amounts)

Year Ended December 31,

Farnings per share atributable to National HealthCare Corporation stockholders:

Basic
Diluted
Weighted average common shares outstanding:
Basic
Diluted

Dividends declared per common share

2025 2024 2023
$ 1469631 S 1.251,759 § 1087614
48,150 46,178 53,930
= 9,445 =
1,517,781 1,307,382 1,141,544
G21.080 §10.930 712,344
377,202 321,390 288,183
46,227 43,182 41,525
44,920 41,985 42,034
1,380,429 1,217 487 1,084,086
128,352 89,895 57458
18,107 19,690 16,660
(6,371} (4.135) (324)
2234 30,958 14,944
162,432 136,408 88,738
(39,826) (34,322) (23,450)
122,606 102,086 65,288
{2,591) (159) 1,510
s 120015 § 101927 8 66,798
3 776§ 662 § 4.36
$ 767 § 653 8§ 434
15,472,185 15,393,782 15,310,142
15,646,338 15,598,528 15,377,343
5 25% '§ 242§ 234

The accompanying notes to consolidated financial statements are an integral part of these consolidated statements
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NATIONAL HEALTHCARE CORPORATION
Consolidated Statements of Comprehensive Income
fin thousands)

Year Ended December 31,

2025 2024 2023

Net income 5 122606 § 102,086 % 65,288
Other comprehensive income:

Unrealized gains on mvestments n marketable debt securities 3937 909 3434

Reclassification adjustment for realized losses on sale of marketable debt securities 660 1,388 17

Income tax expense related to items of other comprehensive income (660) (409) (523)
Other comprehensive income, net of tax 3937 1,888 2,928
Net (income) loss attributable to noncontrolling interest (2,591) (159) 1,510
Comprehensive inconx attributable to National HealthCare Corporation $ 123952 § 103,815 § 69,726

The accompanying notes to consolidated financial statements are an integral part of these consolidated statements
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NATIONAL HEALTHCARE CORPORATION
Consolidated Balance Sheets
(in thousands)

December 31,

2025 2024
Assets
Current Assets:
Cash and cash equivalents S 92829 § 76,121
Restricted cash and cash equivalents, current portion 18,118 19,568
Marketable equity securities 162,972 140,064
Restricted marketable equity securities 17,197 23,190
Restricted marketable debt securities, current portion 18,062 11,529
Accounts receivable 139,002 135,325
[nventories 7,795 9,039
Prepaid expenses and other assets 5,845 9,572
Total current assets 461,820 424,408
Property and Equipment:
Property and equipment, at cost 1.308.891 1.281,736
Accumulated depreciation and amortization (635,094) (597,447
Net property and equipment 673,797 684,280
Other Assets:
Restricted cash and cash equivalents, less current portion 1.240 1,233
Restricted marketable debt securities, less current portion 105,231 108,275
Deposits and other assets T478 8,837
Operating lease — right-of-use assets 47,778 79,167
Goodwill 170478 170,478
Intangible assets 19,864 19,864
Investments in unconsolidated companies 38,733 27,878
Total other assets 390,802 415,732
Total assets $ 1,526419 § 1,524,429

The accompanying notes to consolidated financial statements are an integral part of these consolidated statements.
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NATIONAL HEALTHCARE CORPORATION
Cons olidated Balance Sheets
(in thousands, except share and per share amounts)

December 31,
2025 2024
Liabilities and Equity
Current Liabilities -
Trade accounts payable $ 22767 $ 25,493
Operating lease liabilities, current portion 33611 31,841
Accrued payroll 103.917 92,719
Amounts due to third party payors 13,739 15,351
Accrued risk reserves, current portion 36,180 31,096
Other current liabilities 25977 21,377
Dividends payable 9,941 9,420
Long-termdebt due within one year 7.500 7.500
Total current liabilities 253,632 234797
Long-term debt 32,500 129,500
Operating lease liabilities, less current portion 13,461 45,925
Accrued risk reserves, less current portion 85415 72,520
Refundable entrance fees 6,178 6,063
Deferred income taxes 42,687 35,550
Other noncurrent liabilities 18,031 16,911
Total liabilities 451,904 541,266
Equity:
Common stock, $.01 par value; 45,000,000 shares authorized: 15.536.427 and 15,450,003 shares, respectively, issued and
outstanding 155 154
Capital in excess of par value 236412 232,530
Retained eamnings 832,984 752,193
Accunulated other comprehensive loss (779) (4,716)
Total National HealthCare Corporation stockholders” equity 1,068,772 980,161
Noncontrolling interest 5,743 3,002
Total equity 1,074,515 983,163
Total liabilities and equity § 1,526,419 § 1,524,429

The accompanying notes to consolidated financial statements are an integral part af these consolidated statements.
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NATIONAL HEALTHCARE CORPORATION
Consolidated Statements of Cash Flows
{in thousands)

Cash Flows From Operating Activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Equity in eamnings of unconsolidated investments
Distributions fromunconsolidated investments
Unrealized gains on marketable equity securities
(Cains) losses on sale of marketable securities
Gain on sale of unconsolidated company
Gain on sale ol property and equipment
Deferred income taxes
Stock-based compensation
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other assets
Operating lease obligations
Trade accounts payable
Accrued payroll
Amounts due to third party payors
Accrued risk reserves
Other current liabilities
Other noncurrent liabilities
Net cash provided by operating activities
Cash Flows From Investing Activities:
Purchases of property and equipment
Acquisition of White Oak Manor, net of cash acquired
[nvestments in unconsolidated companies
Purchases of marketable securities
Sale of marketable securities
Collections of (investments in) notes receivable
Acquisition of other businesses, net of cash acquired
Proceeds fromsale of assets
Net cash used m investing activities
Cash Flows From Financing Activities:
Borrowings under credit facility
Repayments under credit facility
Dividends paid to common stockholders
Issuance of conmon shares
Repurchase of common shares
Noncontrolling interest contributions
Entrance fee deposits (refunds)
Debt issuance costs
Principal payments under finance lease obligations
Net cash (used in) / provided by financing activities
Net Increase (Decrease) in Cash, Cash Equivalents, Restricted Cash, and Restricted Cash
Equivalents

Cash, Cash Equivalents, Restricted Cash, and Restricted Cash Equivalents, Beginning of Period

Cash, Cash Equivalents, Restricted Cash, and Res tricted Cash Equivalents, End of Period

Balance Sheet Classifications:
Cash and cash equivalents
Restricted cash and cash equivalents

Total Cash, Cash Equivalents, Restricted Cash, and Restricted Cash Equivalents

L

Year Ended December 31,

2025 2024 2023
5 122,606  § 102,086 § 65,288
44,920 41,985 42,034
(218) (589) (2,015)
616 512 70
(22,344) (30,958) (14,944)
(1,167) (1,093) 667
- (1,024) -
(3,606) == (6.230)
6,477 17,941 5,768
4,399 4,160 2,782
(3.677) (26,441) (8,539)
1,244 (599) (298)
4,574 6,283 (669)
695 273 (1,244)
(2,726) 6,299 2,236
11,198 4,951 11,600
(1,612) (3,018) 1,738
17,979 357 790
4,600 (3,349) 5376
1,120 (10,473) 6,426
185,078 107,303 111,216
(36,446) (27,600) (27.901)
= (215,896) -
(3.629) (14,298) (4,661)
(65,188) (35,057) (29,501)
72,893 51,970 47,396
512 ©) (201)
- 2,097 (2,700)
— 2,100 -
(33,858) (236,693) (17,568)
- 150,000 -
(97,000 (13,000) L5
(38,704) (36,904) (35,360)
14214 14,268 313
(14,730) (13,502) (2.482)
150 1,115 -
115 (313) 169
=5 (400) =
- (860) (4,985)
(135,955) 100,344 (42,545)
15,265 (29.046) 51,103
96,922 125,968 74,865
S 112,187 § 96,922 § 125,968
3 92829 § 6121008 107,076
19,358 20,801 18,892
) 112,187 § 96922 § 125,968




Supplemental Information:
Cash payments for interest

Cash payments for income taxes

NATIONAL HEALTHCARE CORPORATION
Consolidated Statements of Cash Flows
(continued, in thousands)

Year Ended December 31,

2025 2024

2023

$ 7030 3 3416

$ 24719 § 17,525

The accompanying notes to consolidated financial statements are an integral part of these consolidated statements.
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Balance at January 1, 2023
Net income
Other comprehensive loss
Stock-based compensation
Shares sold —options exercised
Repurchase of common shares
Dividends declared to common stockholders
($2.34 per share)
Balance at January 1, 2024
Net mcome
Contributions attributable to noncontrolling
interest
Other comprehensive ncome
Stock—based compensation
Shares sold — options exercised
Repurchase of common shares
Dividends declared to common stockholders
(82.42 per share)
Balance at January 1, 2025
Net income
Contributions attributable to noncontrolling
nterest
Other comprehensive mcome
Stock—based conpensation
Shares sold — options exercised
Repurchase of common shares
Dividends declared to common stockholders
($2.53 per share)
Balance at December 31, 2025

NATIONAL HEALTHCARE CORPORATION
Consolidated S tatements of Equity
(in thousands, excep! for share and per share amounts)

Accumulated

Capital in Other Non-
Common Stock Excess of Retaned Comprehensive controlling Total
Shares Amount Par Value Eammgs Loss Interest Equity

15,357,746  § 15558 22691 §$ 656,664 § (9532) % 3238 § 877514
- - - 66,798 - (1,510) 65,288

= = = = 2928 = 2,928

- - 2,782 - - — 2,782

37264 - 313 - - = 313
(44,349) - (2,482) - - - (2,482)
- - — (35,863) — = (35,863)
15350,661 § 153 % 27604 § 687599 § (6,604) $ 1,728  § 910,480
- = - 101,927 = 159 102,086

- - - - - L1153 1115

i - - 1,888 = 1,888

= - 4,160 - - - 4.160

232,493 1 14268 - - = 14,269
(133,151) - (13,502) - - - (13.502)
= = (37.333) = = (37,333)
15450003 § 154§ 232530 % 752,193 % 4.716) § 3002 8§ 083.163
- - - 120,015 - 2591 122,606

- - - - - 150 150

- - - - 3,937 - 3,937

= - 4,399 - - = 4,399

213,762 1 14,213 - - — 14214
(127,338) - (14.730) - - - (14,730)
= L . (39.224) = =l (39.224)
15,536427 8§ 155§ 236412 § 832984 S (779 $ 5743 § 104515

The accompanying notes to consolidated financial statements are an integral part of these consolidated statements.
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Notes to Consolidated Financial Statements
Note 1 - Summary of Significant Accounfing Policies
Nature of Operations

National HeallhCare Corporation ("NHC" or "the Company™) operates, manages or provides services to skilled nursing facilities, assisted living facilities, independent
living facifities, home health care agencies, hospice agencies, and behavioral health hospitals located in 9 Southeastern and Midwestem states in the Uhited States. The most
significant pari of our business relates to skilled and intermediate nursing care settings in which we also provide assisted living and retirement services, rehabilitative therapy
services, memory and Alzheimer’s cate services, hore health and hospice services, and behaviotal health services. In addition, we provide insumance services, management and
accounting services, and we lease properties to operators of skilled nursing and assisted living facilities. The health care environment has continually undergone changes with
regard fo federal and state reimbursement programs and other payor sources, compliance regulations, competition among other health care providers and patient care litigation
issues. We continually monitor these industry developrments as well as other factors that affect our business,

Principles af Consolidation and Basis of Presentation

The consolidated financial statements, which are prepared in accordance with U.S. generally accepted accounting principles ("GAAP™), include our wholly owned and
contiolled subsidiaries and affiliates. All significant intercompany transactions and balances have been eliminated in consolidation, The Company presents noncontrolling interest
within the equily section of its consolidated balance sheets. The Company presents the amount of consolidated net income that is atiributzble to NHC and the noucontrolling
inferest in its consolidated statements of operations.

Use of Estimates

The preparation of financjal statements in conformity with U.S. GAAP requires us to meke estimates and assunptions that atfect the reported ammmts of assets and
liabilities and disclosure of contingent assets and liabilities af the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ fromthose estimates and could cavse cur reported net income to vary significantly fomperied to period.

Nat Patient Revenues and Accounts Receivable

Nel patient revenues are derived from services rendered to patients for skifled and internediate nursing, rehabilitation therapy, assisted living and independent Jiving,
howe health care services, hospice services, and behaviora! health services. Net patient revenue is reported at the amount that reflects the consideration to which the Company
expects to be entitled in exchange for providing patient services. These amounts are due from patients, govetnental programs, and other third-panty payors, and include variable
consideration for retreactive revenue adjustments due to settlement ofaudits, reviews, and inves tigations.

The Company recognizes revenue as its perfoumance obligations are completed. Routine services are ireated as a single performance obligation satisfied over time as
services are rendered, These routine seivices represent a bundie of services that are not capable of being distinct. The performance obligations are satisfied over time ag the
patient simullanecusly receives and consumes the benefits of the healthcare services provided. Additionally, there may be ancillary services which are not included in the daily
rates for routine services, but instead are treated as separate performance obligations satisfied at 2 point in time when those services are rendered.

‘We determine the transaction price based on contractually agreed-upon amounts or rates, adjusted for estimates of variable consideration, such as implicit price
concessions. We utilize the cxpected value method to determine the amount of variable consideration that should be included to arrive at the fransaction price, using contractial
agreements and historical reimbursement experience within each payor type. We constrain the transaction price, such that net revenues are recorded only to the extent that it is
probable that a significant reversal in the amount of the curmlutive revenue recognized will not cecur in the future. If actual amounts of consideration ultimately received differ
fromour estimates, we adjust these estimates, which would affect net revenue in thes period such variances become known.
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Other Revenney

Other revenues inchide revenues ffom the provision of insurance services to other healthcare providers, management and accounting services to other long—term care
providers, and rental incorne. Qur insurance revenues consist of premiuns that are generally paid in advance and then amortized into income over the policy period. We charge for
management services based on a percentage of net revenues, We charge for accounting services based on a monthly fes or a fixed foe per bed of the healthcare center under
contract. We tecord other revenues as the performance obligations are satisfied based on the terms ofour contractual amrangements.

We recognize rental income based on the terns of our operating leases. Under certain of our leases, we receive variable rent, which is based on the increase in revenues of
a lessee over a base year. We recognize vatiable rent annually or monthly, as applicable, when the actual revenue of the lessee is samed.

Government Granis

We account for govemment grants in accordance with International Accounting Standard ("IAS™) 20, Accounting for Government Grants and Disclosure aof Government
Assistance, and as such, we recognize grant income on 2 systematic basis in line with the recognition of specific expenses and lost revenues for which the grants are intended to
compensate.

For the year ended December 31, 2024, all conditions related to the Employee Retention Credit ("ERC') were met and the credit was recognized as government
grant income. The ERC was established by the CARES Act and intended to help businesses retain their workforce and avoid layoffs during the pandemic, The FRC provided a per
employee credit to eligible businesses based on a percentage of qualified wages and health insurance benefits paid to employees. The qualified wages and health insurance
benefits paid by the Company were related to the second, third and fourth quarters of 2020.

Segment Reporting

In accordance with the provisions of Accounting Standards Codification ("ASC") 280, Segment Reporting, the Company is required to report financial and deseriptive
information about its reportable operating segrents. The Company has two reportable operating segments: (1) inpatient services, which includes the operation of skilled nursing
facilities, assisted and independent living facilities, and behavioral health hospitals, and (2) homecare and hospice services. The Company also reports an "all other™ category that
includes revenues from rental income, management and accounting services fees, insurance services, and costs of the corporate office. See Note 5 for further disclosure of the
Company’s operating segments.

Other Operating Expenses

Other operating expenses include the costs of care and services that we provide to the residents of our facilities and the costs of maintaining our facilities. Our primary
patient care costs include drugs, medical supplies, purchased professional services, food, and professional Hability insumnce and licensing fees. The primary facility costs include
utilities and property msmance.

In 2025, we contributed land to a newly-formed lirited liability company resulting in an equity interest in the new entity. The fair value of the land contributed to the new
entity was §5,625,000. The related cost basis of the contiibuted land was $2,019,000, which resulted in a gain of $3,606,000. The gain has been inchided as a reduction of "other
operating expenses” in the consolidated financial statement of operations.

General and Administrative Costs

With the Company being a healthcare provider, the majority of our expensas are "cost of revenue” items. Costs that could be classified as "general and adrinistrative” by
the Company would include its corporate office costs, exclnding stock-based compensation and incentive compensation, which were $27,498 000, $26,236,000, and $21,412,000 for
the years ended December 31, 2025, 2024, and 2023, respectively.

Cash and Cash Equivalents
Cagh equivalents include highly liquid investients with an original matwity of three months or less when purchased.
Restricted Cash amd Cash Equivalents and Restricted Markelable Securities

Resuricted cash and cash equivalents and restricted marketable securities represent assets that are primarily held by our wholly owned limited purpose insurance
conpanies for workers' compensation and professional liability claims,

Investments in Marketable Securities and Restricted Marketable Securities

Our investments in watketable equity securities are carried at fajr value with the changes in wnealized gains and logses recognized in our results of operations at each
neasurement date, Our investments in marketable debt securities are classified as available for sale securities and camied at fafr value with the unrealized gaing and losses
recogniznd through accunmlated other comprehensive income/loss at cach measurement date. For available for sale debt scourities in an unrealized loss position, we first assess
whether we intend to sell, or it is more likely than not that we will be required to sell the sscurity before recovery of the amortized cost basis, Ff either of the criteria regarding intent
or requirenent to sell is met, the secwity’s cost basis is written down to fair value through our results of operations. For debt securities that do not meet the aforementioned
criteria, we evaluate whether the decling in fair value has tesulted fromcredit losses or other factors. If a eredit logs exis ts, the present value of cash flows expected to be collected
fromthe security are compared to the cost basis ofthe security. Ifthe present value of cash flows expected to be collscted is kess than the amortized cost basis, a credit loss exists
and an allowance for credit losses is tecorded for the credit loss, limited by the amount that the fair value is less than the amortized cost basis. Realized gains and losses from
securities arc recognized in results of operations upon disposition of the securitiss using the specific identification method on 2 trade date basis.
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Inventarias
Inventories consist generally of food and supplies and are valued at the lower of cost or matket, with cost determined on a first—in, first—out (FIFO) basis.
Properiy and Equipment

Propeity and equipment are recorded at cost. Depreciation is provided by the straight-line method over the expected useful lives of the assets estimated as follows:
buildings and improverents, 20-40 years and equipment and fomiture, 3-15 years, Eeasehold improvements are anortized over periods that do not exceed the non—cancelable
respective lease terms using the straight—line method.

Expenditures for repairs and maintenance are charged to expense as incurred. Betterments, which significently extend the useful fe, are capitalizad, We remove the costs
and related allowances for accunmlzted depreciation or amortization fromthe accounts for properties sold orretired, and any resulting gains or losses are included in income.

In accordance with ASC Topic 360, Properry, Plant, and Equipment, we evaluate the recovermbility of the carying values of our pioperties on a property-by-property
basis. We review our properties for recoverability when events or circumstances, including significant physical changes in the property, significant adverse changes in general
econemic conditions, and significant deteriorations of the undenlying cash flows of the property, indicate that the canying amount of the property may not be wecoverable, The
need to recognize itpainent is based on estimated future undiscounted cash flows froma property over the rermaining useful life compared to the canying value of that property.
Ifrecognition of inpairment is necessary, it is measured as the amount by which the cartying amount of the property exceeds the estimated fair value of the property.

Investmenis in Unconselidated Companies

We use the equity method to account for our investiments in joint ventures in which we have the ability to exercise significant influence. Original investents in these
entities are recorded at cost and subsequently adjusted by our share of equity in income or losses, As of December 31, 2025, the nejority of our nvestiments in unconsolidated
companies relates to a omlti-family development that is under construction in Franklin, Tennessee, in which we own a 53% non-controlling interest.

Business Combinations

We account for ransactions that represent business combinations using the acquisition method of accounting in accordance with FASB ASC Topic 805, Business
Combinatlons (Topic 805). Acquisitions are accounted for as purchases and are included in our consolidated Fnancial statements fiom their respective aequisition dates. Assets
acquited and liabilities assumed, if any, are measured at fair value on the acquisition date using the appropriate valuation method. Such fair values that are not finalized for
reporting perfods following the acquisition date are estinmted and recorded as provisional amounts during the mpasurement period. The measurement period is defined as the date
through which all infornmtion tequired to identify and measure the consideration trans ferred, the assets acquired, the liabilities assumed and any noncontrolling interests has been
obtained, limited (o one year fromthe acquisition date.

Goodwill generated from business combinations is recognized for the excess of the purchase price over the fir value of tangible and identifiable intangible assets
acquired and labilities assumed, In determining the fair value of identifiable assets, we use various valuation techniques. These valuation methods require us to make estimates
and assumptions surronnding projecied revenues and costs, frture growth, and discount rates

Long-Term Leases

The Company’s loase portfelio primarily consists of operating real estate leases for certain skilled nusing facilities, assisted and independent living facilities, homecare
and hospice offices, and phammacy warehouses. The otiginal terms of the keases typically range fromtwo to fifteen years. Several of the real cataic lbases include renewal oplions
which vary in length and may not include specific rent renewal amounts. We determine if an amangement is a lease at inception of a contract. We determine the lease term by
assuming exercise o {renowal options that are reasonably certain.

The Company records right-oFuse assets and liabilities for non-cancelable real estate operating leases with original or remaining lease terms in excess of ene year. Leases
with a lease temm of 12 months or less at inception are not recorded and are expensed on a straight-line basis over the lease term. We reco gnize lease compenents and non-lease
components togethor and not as separate parts of a lease for real estate leases.
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Operating lease right-of-use assets and liabilities are recorded at the present value of the Jease payments over the lease term The present value of the lease payments are
discounted using the incremental bortowing rate associated with each lease. The variable components of the lease payment that [uctuate with the operations ofa health facility are
not included in determining the right-of-use assets and lease liabiitios. Rather, these variable components are expensed as incurred.

Goodwill and Other Iitangible Assets

Goodwill represents the excess of the purchase price over the fir value of identifiable net assets acquired in business combinations. We perform our annual goodwill
impairment assessment on the frst day of the fourth quartet. Tests are performed more frequently if events ocour, or circunstances change that would more likely than not reduce
the fir value of the reporting unit below its canving amount, In sccordance with ASC Topic 350, Intangibles - Goodwill and Other (" ASC 350"), the guidance provides the option
to first assess qualitative factors to defermine whether it i more likely than not that the fair value of a reporting wnit is less than its cartying valug, If, based on a review of
qualitative faciors, it is more likely than not that the fair value of a reporting unit is less than ifs camying value, the Company performs a gocdwill impairment test by comparing the
canying value of each reporting unit to its respective [air value, The Company determines the estimated [air value ofeach teporiing unit using a discounted cash flow analysis. The
fair value of the reporting wnit is implied ir value of goodwill. In the event a reporting unit's carying value exceeds its fair value, an impairment loss will be recognized. An
impairroent loss is measured by the diffsrence between the camying value of the reporting unit and its fair value. The Company elocted to performa qualitative assessment during
both fiscal years 2025 and 2024 and determined for both periods that no indicators of impairment existed.

The Company’s indefinite-fived intangilyle assets consist of trade names and certificates of need and licenses. The Company reviews indefinite-lived intangible assets for
impairment on an annual basis or more frequently if events or changes in circumstances indicate that the cairying amount of'the intangible asset is below its canying amount.

Aecrued Risk Reserves

We are self-insured for risks related to workers' compensation and general and professional liability insurance. We have two wholiy—owned lmited purpose insurance
cormpanies that insure these risks. Accrued risk reserves represent the acerual for risks associated with workers® compensation and professional liability claims. The accrued risk
reserves inchide a liability for unpaid reporied claims and estimates for incured but unreported claims. Our policy with tespect to a significant portion of our workets’
compensatior: and professional and general liability clains is to use an actuary to assist management in estimating our exposure for clains obligation (for both asserted and
unagserted cliiing), We reassess our accrued risk reserves on a quarterly basis, with changes In estinwted losses being recorded in the consolidated statements of operations in
the period first identified.

Other Current Liabilities

Other cureent liabilities primarily represent aceruals for current fedsral and state incoine taxes, real estate taxes and other current Habilities.
Continuing Care Contracts and Refundable Enirance Fees

We have continuing care retirement centers ("CCRC™) within our operations. Residents may enter inte continuing cate contracts with us.

Non-refundable fees are included as a conponent of the transaction price and are amottized nto revenue over the actuasially determined renwining life of the resident,
which is the expected period of cccupancy by the resident. We pay the refundable portion of our entey fees to residents when they relocate from our cermmunity and the apartment
is re-ocoupied. Refundable entrance fees are not included ag pert of the transaction price and are classified as refiundable entrance fees in the Company's consolidated balance
sheets. The balances of refundable ensrance fecs as of December 31,2025 and Decenber 31, 2024 were $6,173,000 and $6,063,000, respectively.

We aitnually estimate the present value ofthe net cost of firture services and the use of facilities to be provided to the current CCRC residents and compare that amount
with the balance of non—refundable deferred revenue from entrance fees received. Ifthe present value of the net cost of future services exceeds the related anticipated revenues, a
liability is recorded (obligation to provide future services} with a corresponding charge to income. The obligation to provide future services is included in other noncurrent
liabilities in the Company’s consolidated balance sheets. At December 31, 2025 and 2024, we have recorded a fture service obligation in the amounts of $1,482,000 and $1,474,000,
respectively,

Other Noncurvent Liabilities

Other noncwrrent liabilities include reserves primatily refated to vatious uncertain income tax positions, defored revenue, and obligations to provide services to our CCRC

residents, Deferred revenus inclndes the defeired gain on the sale of assets to National Health Corporation ("National”) and the non-refundabie portion of CCRC entiance fees

beiug amortized over the remaining life expectancies of the residents.
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Income Taxes

We utilize ASC Topic 740, facome Taxes, which requires an asset and Liability approach for financial accounting and reporting for income taxes. Under this guidance,
deferred tax assets and liabilities are determined based upon differences between financial reporting and tax basis of assets and liabilities and are measured using the enacted tax
laws that will be in effect when the dilferences are expected to reverse. The effect on deferred (ax assets and liabilitics of a change in taxrates is recognized in income in the period
that includes the enactirent date, See Note 12 for farther discussion ef our accounting for income taxes.

Also, under ASC Topic 740, fncame Taxes, tax positions are evaluated for recognition using a moere-likely-than—not threshold, and those tax positions requiring
recognition are measured at the largest amount of tax benefit that is greater than 50 percent liely of being realized upon ultimate seitlement with a taxing autherity that has full
knowledge of all relevant information. Liabilities for income tax matters include amounts for income taxes, applicable penalties, and interest thereon and are the result of the
potential altemative interpretations of tax laws and the judgrrental nature of the timing of recognition of taxable income.

Noncontrolling Interest

The noncontrolling interest in a subsidiaty is presented within total equity in the Company’s consolidated balance sheets. The Company presents the noncontolling
interest and the amount of consolidated net income attributable to NEHC in its consolidated staterments of operations. The Company’s eamings per share is calculated based on net
income atiributable to NHC's stockholders, The cawrying amount of the nencontrolling inerest is adjusted based on an allocation of the subsidiary eamnings, contributions, and
distributions.

Stock-Based Compensation

Stock-based awards granted include stock options, restricted stock units, and stock puwrchased under our employee stock purchase plan. Stock-based conpensation cost
is measured at the grant date, based on the fair value of the awards, and is recognized as expense over the requisite service period only for those equity awards expected Lo vest.

The fair value of the restricted stock units is determined based on the stock price on the date of grant. We estimated the fair value of stock options and stock purchased
under our employes stock purchase plan using the Black—Scholes model. This model utilizes the estimated fair value of common stock and requires that, at the date of grant, we use
the expected termof the grant, the expected volatility of the ptice of our conmmon stock, risk—free interest rates and expected dividend yield of our conmon stock. The Fair value is
amortized on a straight—line basis over the requisite service periods of the awards.

Comprehensive Income

ASC Topic 220, Comprehensive Income, tequires that changes in the amounts of certain items, including unrealized gams and losses on marketable debt securities, be
shovm in the consolidated financial statements as comprehensive income. We report comprehensive nconk in the consclidated statements of comprehensive ncome and also in
the consclidated statements of stockholders” equity,

Concentration of Credit Risks

Our eredit risks primarily relate to cash and cash equivalents, restricted cash and cash equivalents, accounts receivable, marketable securilies, and restricted marketable
securities. Cash and cash equivalents are primarily held in bank accounts and ovemight investments. Resiricted cash and cash equivalents are primarily mvested in commercial
paper and certifivates of deposit with financial instilutions and ather interest-bearing accounts. Accounts receivable consist primarlly of amounts due from patients (fanded
through Medicare, Medicaid, other contractual prograns and through private payors) and from other health care companies for managerent, accounting and other services, We
perform centinual credit evaliations of our clients and maintain appropriate allowances for doubtful accounts on any accounts receivable proving uncollsctidle, and continually
menitor and adjust these allowances as necessary, Marketable securitics and restricted marketable securities are held primarily in accounts with brokerage mstitutions.

At any point in time we have funds in our operating accounts and restricted cash accounts that are with third party financial institutions. These balances in the U.S, may
excead the Federal Deposil Insurence Cotporation {"FDIC”) insurance limits. While we monitor the cash balances in our operating accounts, these cash and restricted cash
balances could be impacted ifthe underlying financial institutions Gl or could be subject to other adverse conditions in the financial markets.

Our financial instruments ate subject to the possibility of loss of the eanying values as a result of the fajlure of other parties to perform according to their contractual
obligations. We cvaluate the need to provide reserves for potential credit losses on our financial instruments based on management's periodic review of the portfolio on an

instoment-by-instrument basis.

58




Recently Adopted Accounting Guidance

In December 2023, the Financial Accounting Standards Board ("FASE™) issued Accounting Standards Update ("ASUY 2023-09 "lncome Taxes (fopic 740}:
Improvemenis to Income Tix Disclosures," which Tequires cormpenies to disclose disaggregated Jjurisdictional and categorical information for the tax rate reconciliation, inceme
taxes paid and other incorms tax related amounts, ASU 202309 is effective for annual periods beginning with the Company's fiscal year 2025, with eatly adoption permitted and may
be applied prospectively or retrospectively to prior petiods. The Company has adopted the standard prospectively and has included the appropriate disclosures in our notes to the
financial statements,

Recent Accounting Guidance Not Yet Adopted

In October 2023, the FASB issued ASU 2023-05, " Codification Amendments in Response fo the SEC's Disclosure Update and Simplification hitiative," which amends
US. GAAP 1o include certain disclosure requiterrents that are currently required under SEC Regulation S-X or Regulation S-K. Each atrendment will be effective on the date on
which the SEC removes the related disclosure requirement from SEC Regulation S-X or Regulation $-K. The adoption is not expected to have a material impact on the Company's
financial staterments as these requirements were previously incorporated under the SEC Regulations.

In November 2024, the FASB issued ASU 2024-03 " Disaggregation of lncowme Stotement Expenses," which requires the Company Lo disagpregate key espense categories
such as employee compensation and depreciation within its financial statements, ASI 2024-03 is effective for annual periods beginning with the Company's fiscal year 2027, and
interim periods with the Company's fiscal year 2028, with early adoption permitted, We are currently evaiuating the impact this ASU will have on the company's financial statements
and relaied disclosures.

Reclassifications

Certain accounts in the prior-year financial statemenis have been teciassified for comparative purposes to conform to the presentation i the cument-year financial
staterents.
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Naote 2 — Net Patient Revenues
The Company disaggregates revenue fomcontracts with customers by service type and by payor.
Revenue by Service Type

The Company's net patient services can genenlly be classified into the following two categoties: (1) inpatient services, which inciudes the operation of skilled nurs ing
facilities, assisted and independent living facilities, and behavioral health hospitals, and {2) homecare and hospice services (in thousands).

Year Finded Decerrber 31, :

2025 2024 2023

Inpatient services 3 1315545 3§ L1300 § 956,077
Homecare and hospice services 154,086 140,459 131,537
Total net patient revenues $ 1,469631 § 1,251,759  § 1,087,614
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For inpatient and hospice services, revenue is recognized on a daily basis as each day represents a separate contract and performance obligation. For homecare, revenue
is recognized when services are provided based on the number of days of service rendered in the period of care or on a per-visit basis. Typically, patients and third-party payors
are billed monthly afier services are performed or the patient is discharged. and payments are due based on contract terms.

As our performance obligations relate to contracts with a duration ofone year or less. the Company is not required to disclose the aggregate amount of the transaction
price allocated to performance obligations that are unsatisfied or partially unsatisfied at the end of the reporting period. The Company has minimal unsatisfied performance
obligations at the end of the reporting period as our patients are typically under no obligation to remamn adnutted in our facilities or under our care. As the period between the time

ofservice and time of payment is typically one vear or less. the Company did not adjust for the effects of a significant financing component.

Revenue by Payor

Certain groups of patients receive funds to pay the cost of their care froma common source, The following table sets forth sources of net patient revenues for the periods
mdicated:

Yeur Ended December 31,

Source 2025 2024 2023

Medicare 31% 33% 34%
Managed Care 12% 10%, 10%%
Medicaid 30% 29% 30%
Private Pay and Other 27% 28% 26%
Total 100% 100% 100%

Medicare covers skilled nursing services for beneficiaries who require nursing care and/or rehabilitation services following a hospitalization of at least three consecutive
days. For each eligible day a Medicare beneficiary is in a skilled nurs ing facility, Medicare pays the facility a daily payment, subject to adjustment for certain factors such as a wage
index in the geographic area. The payment covers all services provided by the skilled nursing facility for the beneficiary that day, including room and board, nurs mg, therapy and
drugs, as well as an estimate of capital-related costs to deliver those services

For homecare services, Medicare pays based on the acuity level of the patient and based on periods of care. A period of care is defined as a length of care up to 30 days
with multiple continuous periods allowed. The services covered by the payment include all disciplines of care, in addition to medical supplies, within the scope of the home health
benefit.

For hospice services. Medicare pays a daily rate to cover the hospice’s costs for providing services included in the patient care plan. Medicare makes dailv payments
based on 1 of 4 levels ofhospice care. All hospice care and services offered to patients and their families must follow an individualized written plan of care that meets the patient’s
needs.

Our hospice service revenue is subject Lo certain limitations on payments from Medicare, We are subject Lo an inpatient cap limit and an overall Medicare payment cap for
cach provider number. We monitor these caps on a provider-by-provider basis and estimate amounts due back to Medicare if we estimate a cap has been exceeded. If applicable,
we record these cap adjustments as a reduction to revenue.

Medicaid is operated by individual states with the financial participation of the federal govemnment. The states in which we operate currently use prospective cost—based
rembursement systens. Under cost-based reimbursement systems, the skilled nursing facility is reimbursed for the reasonable direct and indirect allowable costs it incurred in a
base year in providing routine resident care services as defined by the program

Private pay, managed care, and other payment sources include commercial insurance, individual patient funds, managed care plans and the Veterans Administration.
Private paying patients, private insurance carriers and the Veterans Adminis tration generally pay based on the healthcare center's charges or specifically negotiated contracts. For
private pay patients in skilled nursing, assisted living and independent living facilities, the Company bills for room and board charges, with the remittance being due on receipt of
the statement and generally by the 10th day of the month the services are performed.

Certain managed care payors for homecare services pay on a per-visit basis. This revenue is recorded on an accrual basis based upon the date of services at amounts
equalto its established or estimated per-visit rates.

State Relief Supplemental Funding
The Company received supplemental Medicaid payments fom various states. The funding generally incorporates specific use requirements primarily for direct patient
care including labor related expenses or various patient care related expenses. We have recorded $7,246.000, $12,749,000 and 820,214,000 in ner patient revenues for these

supplemental Medicaid payments for the years ended December 31, 2025, 2024, and 2023, respectively.
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Third Party Payors

Laws and regulations governing the Medicare and Medicaid prograns are complex and subjeet to interpretation. Noncompliance with such laws and regulations can be
subject to regulafory actions including fines, penalties, and exclusion fiom the Medicare and Medicaid prograns. We believe that we are following all applicable laws and
regulations.,

Medicare and Medicaid program revenues, as well as certain Managed Care program tevenues, are subject to audit and retroactive adjustment by government
representatives or their agents. Settlements with third-party payors for retroactive adjustiments due to audits, reviews or investigations are considered variable consideration and
are inclded in the determination of the estimated transaction price for providing patient care, These settlements are estimated based on the terms of the paymant agtestent with
the payor, cotrespondence from the payor and the Company’s historical settlement activity, including en assessment to ensure that i is probable that a significant reversal in the
amouat of cunmlative revenue tecoghized will not oceur when the uncertainty associated with the retroactive adjustment is subsequently resolved. Estimated settlements are
adjusted in future periods as adjustrents become known, or as years are settled or are no longer subject te such audits, reviews, and investigations. We believe that any
differences between the net revenues recorded, and final determination will not materially affect the consolidated fnancial statements. We have made provisions of approximately
$13,739,00C and $15,351,000 as of December 31, 2025 and 2024, respectively, for various Medicare, Medicaid, and Managed Care claims reviews and current and prior year cost
repouts.

Note 3 - Other Revenues

Other revenues are outliied in the table below. Revenues from rental incowre include health care reel estate preperties owned by us and leased to third party operators.
Revenues from management and accounting services include fees provided to manage and provide accounting services to other healthcare operators. Revenues from insurance
services include premiurs for wotkers’ cormpensation and professional liability insurance policies that our wholly owned insurance subsidiaries have written for certain healthcare
operators to which we provide management or accounting services. "Other” revenues include niscellaneous health care related samings (in thousands).

Year Ended Decenber 31,
2025 2024 2023
Rental income . 3 24966 § 24042 % 23,926
Management and accounting setvice fees 18,185 17,237 18,544
Insurance services 3,405 3344 3,857
Other 1,594 1,555 1373
Gain on sale of propetty and equipment ) - — 6,230
Total other revenues $ 48,150 § 46,178 § 53,930

Rental Income

The Company leases real estate assets consisting of skilled nursing facilities and assisted living facilities to third party operators. Additionally, we sublease four Florida
skilled nutsing facilities included in our lease from National Health Tnvestors ("NHT?) as noted in Note 6 — Long Term Leases. NEI is a publicly-traded real estate investment trust.
Mr. Robert G Adans, non-executive Chairman of the NHC Board, alse serves on the Board of Directors of NHI. Rental income reflected in the consolidated statements of
operations consisted ofthe following (in thousands):

Year Ended Decerrber 31,
2025 2024 2023
Operating lease payiments $ 299 § 2594 % 22,928
Variable leaze payments 2,037 1,048 998
Total rental income $ 24966 3 24042 § 23,926
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Variable lease payments are based on revenue increases as compared to a base year.

The following table sets forth the undiscounted cash flows for future minimum lease payments receivable for leases in effect at Decermber 31, 2025 (in thousands):

2026 S 23429
2027 3,095
2028 3,028
2029 3,022
2030 3,022
Thereafter —

Total future minimum lease payments

Management Fees from National

We have managed skilled nursing facilities for National since 1988, and we currently nunage five facilities. Sce Note 17 regarding our relationship with National.

During 2025, 2024 and 2023, we recognized approximately $5,799,000, $5.643,000, and $5.200.000, respectively, of management fees and interest on nunagement fees from
National. Unrecognized and unpaid management fees and interest on management fees from National total $18,730,000 and $18,975.000 at December 31, 2025 and 2024, respectively,

The unpaid fees from these five facilities, because collection of substantially all of the contract consideration was not probable when the performance obligation was
satisfied, will be recognized as revenues only in the period in which the amounts are received. Under the terms of our management agreement with National, the payment of these
fees to us may be subordinated to other expenditures of the five skilled nursing facilities. We continue to manage these facilities so that we may be able to collect our fees in the
future and because the incremental savings from discontinuing services to a facility may be smull compared to the potential benefit. We may receive payment for the unrecognized
management fees in whole or in part in the future only if cash flows from the operating and investing activities of centers or proceeds from the sale of the centers are sufficient to
pay the fees. There can be no assurance that such future improved cash flows will occur.

Management Fees and Financial and Accounting Services for Other Healthcare Centers

We provide management services and financial and accounting services to certain healthcare facilities (in addition to the five National centers ) operated by third party
owners. For the years ended December 31, 2025, 2024 and 2023, we recognized management fees and financial and accounting fees of $12.386,000, $11,594.000, and $13,344,000 from
these centers, respectively.
Insurance Services

For workers” compensation insurance services, the premium revenues reflected in the consolidated statements of operations for the years ended December 31, 2025, 2024
and 2023 were $2.247.000, $2,186,000, and $2,611.000, respectively. Associated losses and cxpenses are reflected in the consolidated statements of operations as "Salaries, wages
and benefits.”

For professional liability insurance services, the premium revenues reflected in the consolidated statements of operations for the years ended December 31, 2025, 2024 and
2023 were 51,158,000, S1,158,000, and $1,246,000, respectively. Associated losses and expenses including those for self~insurance are included in the consolidated statenents of
operations as "Other operating costs and expenses”.

Gain on Sale of Property and Equipment

[n December 2023, we contributed land to a newly-formed limited liability conpany resulting in an equity interest m the new jomt venture entity. The fair value of the land
contributed to the new entity was $8.000.000. The related cost basis of the contributed land was $1,770,000, which resulted in a gain of $6,230,000.
Note 4 — Non—Operating Income

Non-operating meone includes equity in eamnings of unconsolidated investments, dividends and other realized gains and losses on marketable securities, and interest
income (in thousands).

Year Fnded Decenber 31,

2025 2024 2023
Interest income $ 984 § 10,104 § 8,383
Dividends and net realized gains or losses on the sale of securities 8,045 7.973 6,262
Equity in earnings of unconsolidated investments 218 589 2,015
Gain on sale of unconsolidated company — 1,024 -
Total non-operating income 5 18,107 § 19,690 § 16,660

Gain on sale of unconsolidated company

In January 2024, the Company sold its 30% joint venture ownership interest in a homecare agency located in Nashville, Tennessee. The total consideration paid to the
Conmpany was $2,100,000, which resulted in a gain of $1.024,000.




Note 5 - Business Segments

The Company has two reportable operating segments: (1) inpatient services, which includes the operation of skilled nursing facilities, assisted and independent living
facilities, and behavioral health hospitals; and (2) homecare and hospice services. These reportable operating segments are consistent with information used by the Company’s
Chief Executive Officer, as chief operating decision maker ("CODM™), to assess performance and allocate resources. The Company also reports an "all other” category that
includes revenues fromrental income, management and accounting services fees, insurance services, and costs of the corporate office.

The Conpany’s CODM evaluates performance including pretaxearnings and allocates capital resources to each segment based on an operating model that is designed to
improve the quality of patient care and profitability of the Company while enhancing long-term sharcholder value. The CODM does not review assets by segment in his resource

allocation and therefore, assets by segment are not disclosed below.

The following tables set forth the Company’s consolidated statements of operations by business segment (i thousands):

Revenues:
Net patient revenues
Other revenues
Net operating revenues

Costs and Expenses:
Salaries, wages and benefits
Other operating
Facility rent
Depreciation and amortization
Total costs and expenses

Income (loss) from operations

Non-operating income

Interest expense

Unrealized gains on marketable equity securities

Income before income taxes

Revenues:
Net patient revenues
Other revenues
Government stimulus income
Net operating revenues and stinulus income

Costs and Expenses:
Salanes, wages and benefits
Other operating
Facility rent
Depreciation and amortization
Total costs and expenses

Income (loss) from operations

Non-operating income

Interest expense

Unrealized gains on marketable equity securities

Incone before income taxes

Year Ended December 31, 2025

Inpatient Homecare
Services and Hospice All Other Total
1,315545  § 134086 S - 8§ 1,469,631
1,467 — 46,683 48,150
1,317,012 154,086 46,683 1,517,781
T75477 93,535 52,068 921,080
336,746 27,537 12.919 377,202
35972 2373 7.382 46,227
41,066 581 3273 44,920
1,189,261 124,026 76,142 1,389,429
127,751 30,060 (29,459) 128,352
= = 18,107 18,107
(6,371) - — (6,371)
= = 22,344 22,34
121,380 S 30,060 3 10,992 § 162432
Year Ended December 31, 2024
Inpatient Homecare
Services and Hospice All Other Total
LITL300 S 140459  § - 5 1,251,759
1,315 = 44,863 46,178
= = 9445 0,445
1,112,615 140,459 54,308 1,307,382
668,029 85,712 57,189 810,930
280,867 25,927 14,596 321,390
33,787 2,205 7,100 43,182
37,988 737 3,260 41,985
1,020,671 114.671 82,145 1,217,487
91,944 25788 (27,837) 89,895
= - 19,690 19,690
(4,135) . (4.135)
- - 30,958 30,958
87809 § 25788 8§ 22811 § 136,408




Year Ended December 31, 2023

Inpatient Homecare
Services and Hospice All Other Total
Revenues:
Net patient revenues S 956,077  § 131537 % - 8 1,087,614
Other revenues 1,141 — 52,789 53,930
Net operating revenues 957,218 131,537 52,789 1,141,544
Costs and Expenses:
Salaries, wages and benefits 589279 80,610 42,455 712,344
Other operating 254539 23,529 10,095 288,183
Facility rent 32,542 2,172 6,811 41,525
Depreciation and amortization 38172 786 3.076 42,034
Total costs and expenses 914,552 107,097 62,437 1,084,086
Income (loss) from operations 42,666 24,440 (9,648) 57,458
Non-operaling mcome - - 16,660 16,660
Interest expense (324) - - (324)
Unrealized gamns on marketable equity securities — = 14,944 14,944
Income before income taxes 3 42342 § 24440 S 21956 8 88,738

Note 6 — Long—Term Leases

Operating Leases

At December 31, 2025, we lease from NHI the real property of 32 skilled nursing facilities and three independent living centers under one master lease agreement. As part
of the lease agreement. we sublease four Florida skilled nursing facilities to a third-party operator. We have two remaining contractual options to renew the lease for 5-year periods
commencing Janvary 1. 2027 and January 1. 2032, with a base rent for cach renewal term equal to the fair rental value of the lease property as negotiated between the parties,
without including any value attributable to improvements to the lease property voluntarily made by us at ourexpense, In October 2025, we sent NHI a notice of our exercise of our
option to renew the Master Lease for one five-year term commencing January 1. 2027. See Note 16 — Contingencies, Commitments and Other Matters for further discussion of the
lease.

The annual base rent is $32,225.000 in 2025 and $31.975,000 in 2026 with the lease term expiring at December 31, 2026, The percentage rent is based on a quarterly
caleulation of revenue increases and is payable on a quarterly basis. Percentage rent expense under the NHI lease agreements for 2025, 2024, and 2023 was $8,171,000, $6,289,000
and 35,549,000, respectively.

We have a right of first refusal with NHI to purchase any of the properties should NHI receive an offer from an unrelated party during the term of the lease or up to 180
days after termination of the related lease.




Minimum Lease Payvments

The following table summarizes the maturity of our operating lease liabilities as of December 31, 2025 (in theusands):

Operating
Leases
2026 5 35,548
2027 2,781
2028 2,117
2029 1.769
2030 1,515
Thereafter 10.361
Total minimum lease payments $ 54,091
Less: amounts representing interest (7.019)
Present value of fiuture minimum lease payments 47,072
Less: current portion (33,611)
Noncurrent lease liabilities 3 13,461

As of December 31, 2025 and 2024, the weighted average remaining lease term is 4.0 vears and 3.7 years, respectively. As of December 31, 2025 and 2024, the weighted
average discount rate used to determine lease liabilities is 6.7% and 7.0%, respectively.

Lease Costs

Lease costs recorded m the consolidated statement of operations are as follows (in thousands) .

December 31,
2025 2024 2023
Operating lease costs: 3 $ b
Operating lease costs 36,850 35,669 34953
Variable lease costs 8,171 6,289 5,549
Short-term lease costs 1.206 1,224 1,023
Total operating lease costs $ 46227 § 43,182 § 41,525

Cash paid for amounts included in the measurement of lease liabilities were 36,155,000, $35.394.000 and $36.198.000 for the years ended December 31, 2025, 2024 and 2023,
respectively,
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Note 7 — Earning Per Share

The following table summarizes the eamings and the weighted average number of common shares used in the caleulation of basic and diluted eamings per share (i
thousands, except share and per share amounts):

Year Ended December 31,

2025 2024 2023
Basic:
Weighted average conimon shares outstanding 15,472,185 15,393,782 15,310,142
Net income attributable to common stockholders of National Healthcare Corporation 3 120,015 § 101,927 § 66,798
Earnings per common share, basic 3 Te06-——8 662 § 4.36
Diluted:
Weighted average common shares outstanding 15,472,185 15,393,782 15,310,142
Dilutive effect of stock options 174,153 204,746 67,201
Assumed average common shares outstanding 15,646,338 15,598,528 15,377,343
Net mcome attributable to common stockhalders of National Healthcare Corporation 5 120015 § 101,927 8 66,798
Eammgs per common share, diluted S 767 § 653 % 4.34

For the years ended December 31, 2025, 2024 and 2023, there were no stock options excluded from the calculation of diluted weighted average shares of common stock
outstanding.

Note § — Investments in Marketable Securities

Marketable securities consist of the following (in thousands):

December 31, 2025 December 31, 2024
Fair Fair
Book Value Value Book Value Value
Investments available for sale:
Marketable equity securities 3 30,176 § 162972  § 30176 S 140,064
Restricted investments available for sale:
Marketable equity securities 13,104 17.197 18,534 23,190
Corporate debt securities 58,458 58,898 58,927 57471
Asset—backed securities 16,886 16,236 15,593 14.410
U.S. Treasury securities 43384 42,836 46,811 44,186
State and nunicipal secuntics 5,282 5323 3,787 3,737
$ 167,290 303462 § 173828 § 283,058

[ncluded in the marketable equity securities available for sale are the following (in thousands, except share amounts):

December 31, 2025 December 31, 202
Fair Fair
Shares Cost Value Shares Cost Value
NHI Common Stock 1,630,642 §$ 24734 S 124,532 1,630,642 § 24734 % 113,003
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The amortized cost and estimated fair value of debt securities classified as available for salc. by contractual maturity, are as follows (in thousands):

December 31, 20235

December 31, 2024

Fair Fair
Cost Value Cost Value
Maturities:

Within | year S 14309  § 14236 % 25707 § 25317
1to 5 years 69316 68,390 66,117 63,379
6o 10 years 40,385 40,667 32,648 30,606
Over 10 years o = 646 502
$ 124010 § 123293 § 125118 § 119,804

Cross unrealized gains related to marketable equity securities are $137.436.000 and $115.259,000 as of December 31, 2025 and 2024, respectively. Gross unrealized losses

related to marketable equity sceurities are $547,000 and $715,000 as of December 31, 2025 and 2024, respectively. For the years ended December 31, 2025
Company recognized net unrealized gains of $22,344,000, $30,958,000, and $14.944,000 respectively, in the consolidated statements of operations.

2024, and 2023, the

Gross unrealized gains related to available for sale marketable debt securities are $1.464.000 and S135.000 as of December 31. 2025 and 2024, respectively. Gross unrealized

losses related to available for sale marketable debt securities are 32,181,000 and $5.449.000 as of Decenber 21, 2025 and 2024, respectively.

The Company’s unrealized losses in our available for sale marketable debt securities were determined to be non-credit related. The Conpany has not recognized any credit

related mpairments for the vears ended December 31, 2025 and 2024,
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For the matketable debt securities in gross unrealized loss positions, (a) it is mote likely than not that the Company will not be tequired to sell the investment securities
before recovery of the unrealized losses nor does the Company have the intent te sell before recovery of unrealized losses, and (b) the Company expects that the contractual
principal and interest vill be received on the investment securities.

Preceeds fromthe sale ofavailable for sale marketable securities duting the years ended December 31, 2025, 2024, and 2023 were $72,893,000, $51,970,000, and $47,396,000,
respectively, Nef investment gains of $1,167,000 and $1,053,000 and net investment losses of $667,000 were realized on these sales during the years ended December 31, 2025, 2024,
and 2023, respectively.

Nete 9 — Fair Value Measurements

The aceounting standard for fair value measurements provides a fiamework for measuring fair value and requires expanded disclosures regarding fair valie measurements.
Fair value is defined as the price that would be received for an assel or the exit price that would be paid to transfer a liability in the principel or most advantageous market in an
orderly transaction between market participants on the measurement date. This accounting standard establishes a fair value hietarchy, which requires an entity to maximize the use
of observable inputs, where available, The following sunwmarizes the three lovels of inputs that may be used to measure fair value:

Level | - The valuation is based on quoted prices in active markets for identical instruments.

Level 2 - The valuation i based on observable inputs such as quoted prices for similar instraments in active narkots, quoted prices for identical or similar instruments in
markets that are not active, and model-based valuation techniques for which all significant assumptions are obgervable in the market.

Level 3 - The valuation is based on unobservable inputs that are supported by minirmal orne market activity and that are significant to the fair value of the instrment,
Level 3 valuations are typically performed using pricing models, discounted cash flow nethodologies, or similar techniques that incorporate mamagement’s owr: estimates
of assurgptions that market participants would use in pricing the nstrument, or valuations that require significant management judgment or estimation.

A finanefal instiument’s level within the fair value hicrarchy is based on the lowest level of input that is significant to the fair value measurement.

The Company's non-financial assets, which includes goodwill, intangible assets, property znd equipment and right-of-use assets, are not required to be measuted at fair
value on & recurring basis. However, on a periodic basis, oz whenever events or changes in circurrstances indicate that their canrying value Ay not be recoverable, the Company
assesses ils long-lived assets for impairment. When inpairment has oceured, such long-lived asseis are written dowm to fair value.

Voluation of Marketable Securities

The Company determines fair value for ratketable securities ‘with Level 1 iputs through quoted nerket prices. The Company determines fair value for narketable
securitios with Level 2 inputs through broker or dealer quotations ot akernative pricing sources with reascnable levels of price transparency. Our Level 2 markstable securities have
been initially valved at the transaction price and subsequently valued, at the end of sach month, typically utilizing third party pricing services or other market observable data. The
pricing services utilize industry standard valuation models, including both income and market-based approaches and cbservable market inputs to determine value, These
observable market inputs include reportable trades, benchrmrk yields, credit spreads, broker/dealer quotes, bids, offers, and other industry and economic events.

We validated the prices provided by our broker by revigwing their pricing mothods, obtaming market values Gom other pricing sources, analyzing pricing data in certain
instances and confirming that the relevant markets ave active, A fler completing our validation procedures, we did not adjust or override any fair value measurements provided by
our broker as of December 31, 2025 or 2024,

Other

‘The canying amounts of cash and cash equivalents, restricted cash and cash equivalents, accounts receivable, and accounts payable approximate fair value due to their
short—termnature, At Decenber 31, 2025 and 2024, there were no material differences between the carrying ammounts and fair values of NHC’s financial instruments.
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The following table summarizes fair value measurements by level at December 31, 2025 and December 31, 2024 for assets and liabilities measured at fair value on a recurring
basis (in thousands):

Fair Value Measurements Using

Quoted

Prices in

Active Significant

Markets Other Significant

For Identical Observable Unobservable
Fair Assets Inputs Inputs
December 31, 2025 Value (Level 1) (Level 2) (Level 3)

Cash and cash equivalents 5 92,829 § 92829 § Rt =
Restricted cash and cash equivalents 19,358 19.358 =~ —
Marketable equity securities 180,169 180,169 - -
Corporate debt securities 58,808 45,948 12,950 =
Asset—backed securities 16,236 = 16,236 -
LS. Treasury securities 42 836 42,8360 - —
State and municipal securities 5323 877 4,446 —
Total financial assets 5 415649 § 382,017 § 33,632 —

Fair Value Measurements Using

Quoted
Prices in
Aclive Significant
Markets Other Significant
For Identical Observable Unobservable
Farr Assets [nputs Inputs
December 31, 2024 Value (Level 1) (Level 2) (Level 3)
Cash and cash equivalents 3 76,121 § 76,121 3 - % -
Restricted cash and cash equivalents 20,801 20,801 - -
Marketable equity securities 163,254 163,254 - -
Corporate debt securities 57471 43,656 13.815 =
Asset—backed securities 14410 - 14,410 i
U.S. Treasury securities 44,186 44,186 = ==
State and municipal securities 3,737 806 2,931 -
Total financial assets 3 379,980 $ 348824 S 3,156 § -
Note 10 — Property and Equipment
Property and equipment, at cost, consists of the following fin thousandsi:
December 31,
2025 2024
Land § 98,389 § 99,815
Leasehold mprovements 138,640 133,049
Buildings and improvements 849,927 835,851
Furniture and equipment 207,149 200,872
Construction in progress 14,786 12,149
Property and equipment, at cost 1,308,891 1,281,736
Less: Accurmlated depreciation (635,094) (597,447)
Net property and equipment 3 673,797  § 684,289
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Note 11 — Goodwill and Other Intangible Assets

As of December 31, 2025, we evaluated potential tnggering events that might be indicators that our goodwill and indefinite lived intangibles were mpaired. The Company
performs its goodwill impairment analysis for each reporting unit that constitutes a component for which (1) discrete financial information is available and (2) segment management
regularly reviews the operating results of that component, in accordance with the provisions of ASC Topic 350, Intangibles - Goodwill and Other. No goodwill or intangible asset
impairments were recorded during the vears ended December 31 2025, 2024, and 2023.

The following table represents activity in goodwill by segment as of and for the year ended December 31, 2025 (in thousands):

Year Ended December 31, 2025

Inpatient Homecare
Services and Hospice All Other Total
January 1, 2024 3,741 164,554 - 168,295
Additions 2,183 - — 2,183
December 31, 2024 5924 164,554 - 170,478
Additions - = — -
December 31, 2025 5924 § 164554  § - § 170,478
Indefinite-lived intangible assets consist ofthe following (in thousands):
December 31, December 31,
2025 2024
Trade names S 15806 § 15,896
Certificates of need 1,756 1,756
Licenses 2212 2,212
Total $ 19864 S 19,864
Note 12 — Income Taxes
[ncome before mconme taxes was as follows (in thousanes):
Year Ended December 31,
2025 2024 2023
United States 3 162432 § 136408 § 88,738
Income betore income taxes g 162432 § 136408 $ 88,738
The provision for incone taxes is conprised of the following components (in thousands):
Year Ended December 31,
2025 2024 2023
Current tax provision
Federal S 25589 § 12900 S 14,520
State 7,049 3,490 3,137
Foreign - = -
Total current tax provision 32,638 16,390 17,657
Deferred taxprovision
Federal 5,638 13,841 4,142
State 1,550 4,091 1,651
Foreign - - o
Total deferred tax provision 7.188 17,932 5,793
Income tax provision g 39826 § 34322 § 23,450
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The deferred taxassets and liabilities, consisting of temporary differences taxeffected at the respective income taxrates, are as follows (in thousands):

December 31,
2025 2024
Deferred taxassets:
Accrued nsk reserves § 2361 § 2,012
Accrued expenses 9,547 7,695
Stock based compensation 1.350 1,181
Deferred revenue 2,941 3,154
Operating lease labilities 11,963 19,896
Other 1,105 847
Total gross deferred taxassets 29267 34,785
Less: valuation allowance (212) (517)
Deferred tax assets less valuation allowance $ 29055 % 34,268
Deferred tax labilities:
Unrealized gains on marketable securities 3 (35415 $ (28,581)
Deferred gain on sale of assets. net (2,048) (2,035)
Book basis in excess of taxbasis of intangible assets (6,283) (5,635)
Book basis in excess of tax basis of securities (2,787) (4.042)
Book basis in excess of taxbasis of fixed assets (10,460) (6,579)
Long—terminvestments (2,605) (2,652)
Operating lease assets (12,144) (20,254)
Total deferred tax liabilitics S (71,742)  § (69.818)
Net deferred tax hability S (42,687)  § (35,550)

A reconciliation of income tax expense and the amount computed by applying the statutory federal income tax rate to income before income taxes afier the adoption of
ASU 2023-09 15 as follows (dollars in thousands):

Year Ended December 31,

2025
Taxprovision at federal statutory rate H 34,111 21.0%
State and Local Income Taxes, net of federal benefit (1) 7,834 48
Changes in Valuation Allowances (303) (0.2)
Nontaxable and Nondeductible Items (237) (0.2)
Changes in Unrecognized tax benefits (389) (0.2)
Other Adjustments (1,188) (0.7)
Effective taxrate g 39.826 21 3%

(1) The states and local jurisdictions that contribute to the majority (greater than 30%) of the taxeffect in this category include Tennessee.

A reconciliation of income tax expense and the amount computed by applying the statutory federal income tax rate to income before income taxes for vears prior to the
adoption of ASU 2023-09 is as follows (in thousands):

Year Ended December 31,

2024 2023

Taxprovision at federal statutory rate $ 28646 8 18,635
Increase in income taxes resulting fron:

State, net of federal benefit 6,349 4,600

Unrecognized tax benefits 690 1,227

Expiration of statute of limitations (932) (1491)

Tax (expense) benefit of noncontrolling interest (34) 317

Other, net (357) 162

Total increases 5,676 4,815

Effective income tax expense 3 34322 3§ 23450

Our deferred tax assets have been evaluated (or realization based on historical taxable income. tax planning strategies, the expected timing of reversals of existing
temporary differences and future taxable mcome anticipated. Our deferred tax assets, with the exception of certain deferred tax assets associated with unrealized losses on
marketable securities, are more likely than not to be realized in full due to the existence of sufficient taxable income of the appropriate character under the tax law. As such, the only
valuation allowance relates to unrealized losses on marketable securities.

Uncertain tax positions may arise where tax laws may allow for alternative interpretations or where the timing of recognition of income is subject to judgment. Under ASC
Topic 740, tax positions are evaluated for recognition using a more—likely—than—-not threshold, and those tax positions requiring recognition are measured at the largest amount of
tax benefit that is greater than 50 percent likely ofbeing realized upon ultimate settlement with a taxing authonty that has full knowledge of all relevant information.

In accordance with current guidance, the Company has established a liability for unrecognized tax benefits. which are differences between a tax position taken or expected
to be taken in a tax return and the benefit recognized and measured. Generally, a lability is created for an unrecognized tax benefit because it represents a company’s potential
future obligation to a taxing authority for a tax position that was not recognized per above. We believe that our liabilities reflect the anticipated outcome of known uncertain tax
positions in conformity with ASC Topic 740 ncome Taxes. Our liabilities for unrecognized tax benefits are presented in the consolidated balance sheets within other noncurrent
labalities.




A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows (in thousands):

Liability
For
Deferred Liability For Interest
Tax Unrecognized and Liability
Asset Tax Benefits Penaltics Total
Balance, January 1, 2023 h) 4754 8§ 8505 § 2678 § 11,183
Additions based on taxpositions related to the current year 1,454 1454 s 1,454
Additions (reductions) for tax positions of prior years (198) 324 1,583 1,907
Reductions for statute of limitation expirations (361) (1.030) (823) (1,853)
Balance, December 31, 2023 5,649 9,253 3,438 12,691
Additions based on tax positions related to the current vear 835 835 - 835
Additions (reductions) for tax positions of prior years (1,380) (1,097) 859 (238)
Reductions for statute of limitation expirations (232) (392) (572) (1,164)
Balance, December 31, 2024 4872 8,399 3,725 12,124
Additions based on taxpositions related to the current vear 754 754 - 754
Additions (reductions) for tax positions of prior years (531) (409) (934) 1,576
Reductions for statute of limitation expirations (233) (602) (568) (1.403)
Balance, Decenber 31, 2025 $ 4862 3§ 8142 % 2223 8§ 13,051

Unrecognized tax benefits of $4,040,000, net of federal benefit at December 31, 2025, attributable to pernanent differences, would favorabl

recognized. We do not expect significant increases or decreases in unrecognized tax benefits for the 2026 year, except for the effect of decreases
limitations estimated at $964,000.

y impact our effective tax rate if
related to the lapse of statute of

Interest and penalties expense related to U.S. federal and state mcome tax retums are included within income tax expense. The Company is no longer subject to US.

federal and state examinations by taxauthorities for years before 2022 (with few state exceptions).

The amount of cash ncome taxes paid by the Company were as follows (in thousands):

Year Ended December

31,
2025
Federal 5 20,688
State
Tennessee 1,785
Other states 2,246
Total income taxes paid, net $ 24719

The amount of cash incone taxes paid by the Company during the years ended December 31, 2024 and 2023 was S17.525,000 and $14,571,000, respectively.

Note 13 — Stock Repurchases

During 2025, the Company purchased 127,338 shares of its common stock for a total cost of $14,730,000, During 2024, the Company purchased 133,151 shares of its
common stock for a total cost of $13,502,000. During 2023, the Company purchased 44,349 shares of its common stock for a total cost of $2.482,000. The shares were funded from
cash on hand and were cancelled and returned to the status of authorized but unissued.

Note 14 - Stock—Based Compens ation

NHC recognizes stock-based compensation for all stock options and restricted stock granted over the requisite service period using the fair value for these grants as
estinated at the date of grant either using the Black-Scholes pricing model for stock options or the quoted market price for restricted stock.

The Conpensation Committee of the Board of Directors ("the Conmiittee”) has the authority to select the participants to be granted options; to designate whether the
option granted is an meentive stock option ("I8O"), a non—qualified option, or a stock appreciation right: to establish the number of shares of common stock that may be issued
upon exercise of the option; to establish the vesting provision for any award; and to establish the term any award may be outstanding. The exercise price of any 180’ granted will
not be less than 100% of the fair market value of the shares of common stock on the date granted and the term of an ISO may not be any more than ten vears. The exercise

price of
any non—qualified options granted will not be less than 100%

v of the fair market value of the shares of common stock on the date granted unless so determined by the Commuttee.
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Tit May 2020, our stockholders approved the 2020 Omnibus Equity Incentive Plan (the "2020 Equity Incentive Plan”) pursuant to which 2,500,000 shares of our common
stock were available Lo grant for resiricted stock, stock appreciation rights, stock aptions, and an employee stock purchase plan. The employee stock purchase plan allows
emmployees to purchase our shares of stock through payroll deductions. At Decerber 31, 2025, 1,272,632 shares were available for future grants under the 2020 Equity Incentive
Plan.

Compensation expense is recognized only for the awards that ultiately vest. The Company accounts for forfeitures when they occur. Stock-based compensation totaled
$4,399,000, $4,160,000, and $2,782,000, for the yeats ended Decernber 31, 2025, 2024, and 2023, respectively. Stock—based compensation is inchuded in salaries, wages and benefits in
the consolidated statements of operations. The total intrinsic value of shares exercised (and tax deductions taken) was $9,464,000, $9,143,000, end $2,769,000 for the years ended
Decenber 31, 2025, 2024 and 2023, respectively.

At December 31, 2025, the Company had $5,019,000 of unrecognized compensation cost related to unvested stock-based compensation awards. This unrecognized
compensation cost will be amortized over an approximate two-year period.

Stock Options

The Conpany is required to estinate the fair value of stock—based awards on the date of grant. The fair value of each option award is estimated using the Black-Scholes
option valuation wodel with the weighted average assunptions indicated in the following table. Each grant is valued as a single award with an expected termbased upon expected
employment and termination behavior Compensation cost is recognized over the requisite service period in a manner consistent with the option vesting provisions. The straight—
line attribution method requires that compensaticn expense is recognized at least equal to the perticn of the grant—date fair value that is vested at that date. The expected volatility
is devived using weekly historical data for periods frmmediately preceding the date of grant. The risl—free interest rate is the approximate yield on the Uniled States Treasury Strips
having a life equal to the expected option fife on the date of grant, The expected life is an estimate of the number of years an option will be held before it is exercised. The fallowing
table sumiarizes the assumptions used to valus the options granted in the periods shown.

Year Ended December 31,
2025 2024 2023

Risk-fiee interest rate 4.1% 4.4% 4.5%

Expected volatility 27.0% 24.1% 29.3%

Expected life, in years 29 28 25

Expected dividend vield 28% 2.6% 4.4%

The following table summarizes option activity:
Weighted Aggregate
Nunber of Average Intrinsic
Shares Exercise Price Valug

Options outstanding at Januery 1, 2023 445144 § 66.62 -
Options granted 299,278 54.44 -
Options exercised {103,481) 64.72 -
Options cancellad (52,407 60,58 -
Options outstanding at December 31, 2023 588,334 6130 -
Options granted 297,783 9442 -
Options excicised : (219,573} 64.73 -
Options cancelled (35,102} 79.20 -
Options outstanding at Decémber 31, 2024 631,242 7473 -
Options granted 306,148 91.42 -
Options exercised (202,281) 7017 -
Options cancelled (87,134 85.94 -
Options outstanding at December 31, 2025 : o975 8 8253 8§ 35,350,779
Options exercisable at December 31, 2025 208964 § 7285 % 13,424,673
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Weighted

Average
QOptions Weighted Remaining
Quistanding Average Contractual
December 31, Exercise Life in
2025 Eeercise Prices Price Years
199,607 $53.94 — $71.64 ] 59.88 1.8
448,368 $00.62 — 810648 92.62 3.8
647,975 $ 82.53 32
Note 15 — Long-Term Debt
Long—term: debt consists ofthe following (dellars in thousands):
Interest rate
at .
December 31, December 31, December 31,
2025 Maturity 2005 2024
Credit facility, interest payable monthly Vatiable, 5,3% 2020 $ 40000 §$ 137,000
Less current portion {7,500) (7,500)
Long-termdebt, less current portion 3 32,500 § 129,500

On August 1, 2024, the Conpany entered into a $200,000,000 senior credit facility with & five-year termconsisting ofa $150,000,000 term facility and a $50,000,00C revolving
line of credit (the "Credit Facility™). The Credit Facility i for generl corporate pumposes, including working capital and acquisitions. The loans bear interest at either (i) Tem
Secured Ovemight Financing Rate ("S0) "} for interest periods of one, three or sixmonths, plus the applicable nargin or, at NHCs option, (if) the Base Rate plus the applicable
margin. The applicabls margin is an intersst rate per annum between 1.30% and 1.65% for Term SOFR loans and between -30% and .65% for Base Rate Ioans, depending upon the
Company meeting cettain conditions. The tevolving Hine of credit contains a commitient fee equal to 0.25% of the unused bonowing capacity. Thete are no amounts outs tanding
on the revolving line of credit at Decerber 31, 2025.

NEHC's obligations under the Credit Facility are unsecured, The Credit Facility contains customary representations and warranties, financial covenants, and other
customary affirmative and negative covenants. The Credit Facility also containg customary events of default. A3 of Decenber 31,2025, the Conpany is compliant with all fnancial
covenants, Based on level 2 inputs, the carrying vale ofthe Company's long-term debt is considered to approximate the fair value of such debt based upen the interest rates that
the Company believes it can currently obtain for similar debt.

The aggregate maturities of long—teim debt for the five years subsequent to December 31, 2025 are as follows (in theusands):

Long—Term Debt

2026 $ 7,500
2027 7.500
2028 7,500
2020 17,560
2030 -

Total ¥ 40,600
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Naote 16 — Contingencies, Commitments and Other Matters
National Health Investors, Ine. Lease

As discussed in Noie 6 - Long-Term Leases, our wholly-owned subsidiary, NFIC/OP, LP, {"the tenant"), is the tenant under a Master Agreement to Lease with NHI dated
October 17, 1991, as amended (the "Master Lease™), for 32 skilled nursing facilities and three independent living centers fcollectively, the "Leased Property"). Cn July 29, 2025, the
Tenant received 2 letter fiom NHI notifying the Tenant of allegations it was not in compiiance with four non-monetary provisions of the Master Lease and tequesting conpliance
by August 29, 2025.

The Tenant's legal counsel sent NHIs legal counsel a letter dated August 15, 2025 stating the Tenant's belief that the Tenant was in compliance with the Master Lease
and requesting clarifying information so that it could expeditionsly and adequately address any alleged potential non-compliance with the Master Lease,

NHI's counsel’s first substantive response to the August 15, 2025 letter was a letter dated Septenber 8, 2025 fomully alleging the Tenant is in default under the Master
Lease as a result of the Tenant'’s non-compliance with the same four non-monetary provisions of the Master Lease, stating that the cure period under the Master Lease (discussed
below) was commencing, and stating that faitue to cure the alleged defaults within thidty (30) days would result in an "Bvent of Default” under the Master Lease, entitling the
Landlord to putsue any and all remedies under the Master Ieage. The September 8, 2025 letter also included limited clarification on the allegations made in the July 29, 2025 letter.

Under the Master Lease, an "Fvent of Default” occurs with respect Lo the areas of alleged non-monetary non-compliance, if such non-complisnce continues for a period
of thirty (30) days after written notice is given to the Tenant by NHI; or, if by reason of the natute of such non-compliance, it cannot be remedied within thirty (30) days, the Tenant
fails to proceed with reasonable diligence (satisfctory to NHI) after receipt of the notice to cure the alleged nen-compliznce.

The Tenant continues to dispute that the alleged areas of non-monetary non-compliance represent a default under the Master Lease and believes that any arzas that do
iepresent non-compliance are subject only to the obligation to proceed with reasonable diligence te cure the alleged non-corpliance, and that the Tenant has so proceeded. The
Tenant continues to review the allsgations and has been and intends to continue to remin in communication with NEI and NHI's counsel concerning NHI's allegations.

Prior to the Landlord’s initial July 29, 2025 letter, the Tenant began negotiations with the Landlord concerning the Master Lease and intends to continue these
negotiations while addressing the non-monetary matters alleged in the September 8, 2025 letter. Any termination of the Master Lease that deptives the Tenant of the benefit of the
continuing tight to occupy the Leased Property through the renewal terirs of the Master Lease could have a material adverse itmpact on out results of operations, cash flows and
financial position. Based ot curpresent knowledge ofthe facts, we do not believe a material loss is probable,

Acerued Risk Reserves

We are selF-insured for risks related to workers’ compensation and general and professional liability ingurance. We have two wholly-owned limited puipese insurance
companies that insure risks related to workers’ compensation and general and professional liabiliy insurance claims both for our owned and leased entities and certain of the
entities fo which we provide management or accounting sorvices. The liability we have recognized for reported claims and estimates for incurred but unreported clains totals
121,595,000 and $103,616,000 at Decernber 31, 2025 and 2024, respectively. The liability is included in accrued risk reserves in the consolidatad balance sheets and i subject to
adjustment for actual claims incurred. It is possible that these claims plug unasserled cleims could exceed our insurance coverages and our reserves, which could have a material
adverse effect on our consolidated financial position, resulis of operations and cash flows,

As 2 result of the terms of ow insurance policies and cur use of wholly owned limited purpose insurance companies, we have retained significant insurance 1isk with
respeet to woikers” compensation and general and professional liability. We consider the professional services of independent actuaries to assist us in estimating our exposures
for claims obligations (for both asserted and unasserted claims) related to deductibles and exposures in excess of coverage limits, and we mmintain reserves for these obligations.
Such estinates are based on many variables inchuding historical and statistical information and other factors,

Workers® Compensation

For wotkers” compensation, we utilize a wholly owned Tennessee domiciled property/casvalty insurance corpany to wrile coverage for NHC alfiates and for third—party
customers. Policies are written for a duration of twelve months and cover only risks related to workers’ compensation losses. All customers are companies which operate in the
long-termn care industry. Business is waitten on a direct basjs.

Gemeral and Prafessional Liability Insurance and Lawsuits

The senior care industry has experienced significant increases in both the number of personal injury/wrongiil death clains and in the severity of awards based upon
alleged negligence by skilled nusing facilities and theie enployees in providing care to residents. The Company has been, and continues to be, subject to claims and legal actions
that arise in the ordinary course of business, including potential claims related to patient care and treatment. The defense of these lawsuits may result in significant legal costs,
regardless of the outcome, and can result in large settlement amounts or darmge awards.

Insurance coverage for all years includes prinary policics and excess policies. The primary coverage is in the amount of a per incident claimand a per location claim with
an annual primry policy aggregate bimit that i adjusted on an annual basis. Additional insurence is purchaged through third party providers that serve to supplenxent the
coverage provided through our wholly owned captive insurance company.

There is certain additional litigation incidental to cur business, none ofwhich, based upon information available to date, would be material to our Gnancial position, results
of operations, or cash flows. Tn addition, the long-term care mdustry s centinuously subject to scrutiny by governmental regulators, which could result in litigation or clairs
telated to regulatory compliance matters.
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Civil Investigative Demand / Qui Tam Complaint

On or about May 21, 2024, Caris Healtheare, LP. ("Caris™) received a Civil Investigative Demend ("CID") from the U.S. Attomey’s Office for the Bastern District of
Tennessee, The CID requested the production of certain medical records for patients at Caris” Nashville office and other documents relatsd to the billing for hospice services for
the period of January 1, 2019, through the date of the CID. The Company cooperated with respect to the tequests.

On June 23, 2025, a Notice of Hlection to Decline Intervention (the "Notice of Declination”} was filed by the United States of America, the State of Tennessee, the
Commonwealth of Virginia, and the State of Georgia, in a case styled US. ex vel. Marshali v. Caris HealthCare, LF, Case No. 3:23-CY-00330, in the U.S. District Coutt for the
Eastern District of Tennessee (the "Qui Tam Case™). Subsequent to the Notice of Declination fling, an undetlying gui tom complaint, otiginally filed on Septerber 12, 2023, was
unsealed. Following the Notice of Declination, the relators filed a Notice of Voluntary Dismissal on September 25, 2025, which concluded the matter,

Indemnities

From time to time, the Company enters into certain types of conlacts that contingently require i to indenmify parties against third-party claims. These contracts primavily
include (i) certain real estate leases, under which the Company may be required to indemnify property owners or prior facility operators for post-tiansfer liabilities and other claims
aising fromthe Company’s use of the applicable premises, (ii) operations transfer agreenents, in which the Company agrees to indenmify past operators of facilities against certain
liabilities arising from the transfer of the operation and/or the operation thereof after the transfer to the Conpany or its subsidiary, (i) certain lending agisements, under which the
Company nay be requited to indennify the lender against various claims and liabilities, (iv) certain agreenents by and between the Cormpany and/or its subsidiaties or affiliates,
and (v) certain agroements with the Company officers, directors and others, under which the Conpany may be required to indemnify such persons for liabilities arising cut of the
nature of their relatienship to the Company and/or its subsidiaries and affiliates. The terms of such obligations vary by contract and, in mwost instances, do not expressly state or
include a specific or maxinmm dollar amount. Generally, ameunts under these contracts cannot be reasenably estimated until a specific claimis asserted.

Governmenial Regulations

Laws and regulations govering the Medicare, Medicaid and other federal healthoare prograus are complex and subject to interprefation. Management believes that i is
following all applicable laws and regulations in all material respects. However, compliance with such laws and regulations can be subject to future govemment review and
interpretation as well as significant regulatory action including fines, penaliies, and exclusions from the Medicare, Medicaid and other feder] healtheare programs,

Debt Guarantees

At December 31, 2025, no agreement to guarantes the debt of other parties exists.

Note 17 — Relations hip with National Health Corporation

National Health Corporation ("National"), which is wholly owned by the National Health Corporation Leveraged Enployee Stock Ownership Plan ("ESOP"), was fomred in
1986 and is our administrative services affiliate and contractor. As discussed below, all of the peisonnel conducting our business, including our executive management team, are
employees of National and may have ownership interests in National only through their participation as employees in the ESOP.

Management Contracts

We cnrrently manage five skitled nursing facilities for National under a management contiact. The management contract has been extended until January 1, 2028. See Note
3 for additional information: regarding management services fees recognized from National.

Firnancing Activities

In conjunction with our manegement contract, we have entered into a line of credi arnangerment whereby we may have amounts due fiom National from time te time. The
traximum loan comimitiment vnder the line of credit is $2,000,000. At Decomber 31, 2025 and 2024, Nationai did not have an outstanding balance en the line of credit.

The wexinum line of eredit comartment amount of $2,000,000 s also the amount of a defexred gain tht has been outstanding sinec NHC s0ld certain assets to National in
1988. The amount of the defemed gain is expected to remain deferred until the management contract with National expires, currently scheduled in January 2028. The deferred gain is
included in deferred revenue in the consolidated balance sheets,

Payroll and Related Services

The personnel conducting our business, including our executive management teany, are employees of National and may have ownership interests in National only through
their patticipation in the ESOP: National provides payroll services to NHC, provides ewployee fiinge benefits, and maintains certain liability insurance. We pay to National all the
costs of persormel enyployed for our benefit, as woll as an administeative fee equal te 1% of payroll costs. The aduinistrative foe paid to National for the years ended December 31,
2025, 2024, and 2023 was $6,218,000, $5,878,000, and $5,431,000, regpectively. At December 31, 2025 and 2024, the Cornpany has recorded $911,000 and $2,933,000, respectively, in
accounts payable in the consolidated balance sheets as a result of the tining differences between mterim payments for payroll and enployee benefits services costs.

National's Ownership of Qur Stoek

AtDecomber 31, 2025 and 2024, National owns 1,030,887 shares of our outstanding common stock. This accounts for 6.6% and 6.7%, respectively, of the total
outstanding shares of common siock.
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Consalidation Considerations

Because of the contractal and management relationships between NHC and National as described in this note above, we have considered whether National should be
consolidated by NHC under the guidance previded in ASC Topic 810, Consolidation, We do not consolidate National because (1) NHC does net have any obligation or rights
(current or future) to absorb losses or to receive benefits fromMational. The ESOP participants bear the current and fature financial gain or burden of National, (2) National’s equity
at risk is sufficient to finance its activitiss without past or future subordinated support from NHC or other pariies, and (3) the equity hokders of National {that is collectively the
ESOP, its trustees, and the BSOP participants) possess the characteristics of a controlling financial interest, including voting rights that are proportional to their economic interests,
Supporting the assertions above is the following: (1) substantive independent trustees are appointed for the benefit of the ESOP participants when decisions rmust be made that
may create the appearance of a conilict of interest between NHC and the ESOP, and (2) National was designed, fommed and is operated for the purpose of creating variability and
passing that variability along to the ESOP participants—that is, to provide retirement benefits and value to the employess of NHC and NHC's affiliates. The contractual and
menagement relationships between NHC and National are with the skilled nursing facilities that are substentially less than 50% of the fair value of the total aggets of National. NHC
does not have a variable interest in National as a whole.

1TEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None,

ITEM9A, CONTROLS AND PROCEDURES

Limitations on Effectivencss of Controls and Pracedures

In designing and evaluating our disclosure controls and procedures, nanagement recognizes that any controls and procedures, no matter how well designed and
operated, can provide only reasonable assurance of achieving the desired control objectives. In addition, the design of disclosure controls and procedures must reflect the fact
that there are resource constraints and that management is required to apply judgment in evalnatin g the benefits of possibie controls and procedures relative to their costs.

Evaluation of Disclosure Controls and Procedures

Based on their evaluation as of Decernber 31, 2025, the Chief Executive Officer and Chief Financial Officer of the Conpany have concluded that the Company’s disclosure
controls and procedures (as defined in Rules 13a-15(g) and 15d-15(¢} under the Securities Exchange Act of 1934, as amended) were effective to ensure that the infonmation
required to be disclosed by us in this Annual Report on Form 10-K was recorded, processed, surmarized and reported within the time periods specified in the SECs rules and
instructions for Formn 10-K.

MANAGEMENT’S REFORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

We are responsible for establishing and maintaining adequate intemal control over financial reporting (as defined in Rule 132—15(f) under the Securities Brchange Act of
1934, as armended). We assessed the elfectiveness of our internal centrol over financial reporting as of December 31, 2025. In making this assessment, our management used the
criteria set forth by the Commitiee of Sponsoring Crganizations of the Treadway Commissicn {"COSO") m Interal Control-Integrated Framework (2013 Framework). We have
concluded that, as of Decerber 31, 2025, our internal control over financial reporting is effective based on these criteria. Our independent registered public accounting firm,
Deloitte and Touche LLP, has issucd an attestation report on the effoctiveness af the Cotnpany’s mtemal control over financial reporting included herein.
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REPORT OF INDEPENDENT REGIS TERID PUBLIC ACCOUNTING FIRM
To the stockholders and the Board of Directors of Mational Health Care Corporation
Opinion on Internat Control over Financial Reporting

We have audited the intemal control over financial reporting of National HealthCare Corporation (the "Company™) as of Decerrber 31, 2025, based on criteria established in
Internal Control — htegrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Conrmnission (COSQ0). In our apinion, the Company
maintained, in all material respects, effective intemal control over financial reporting as of December 31, 2025, based on criteria established in Internal Control — Integrated
Framework (2013) issued by COSO.

We have also andited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the consclidated financial statements as of
and for the year ended December 31, 2025 of the Cornpany and our report dated February 26, 2026, expressed an unqualified opinion on those fnancial statements.

Bagis for Opinion

The Company's management is responsible for maintaining effective intemal contro! over financial reporting and for its assessment ol the effsctiveness of internal control over
financial reporting, ncluded in the accompanying Management's report an Internal Control over Financial Reporting. Our responsibility is to express an opinion on the
Company's intemal control over financial repotting based on our audit. We ave a public accounting firmregistered with the PCAOB and are required to be independent with respect
to the Company in accordance with the U.S, federal secutities laws and the applicable mles and regulations of the Securities and Fxchange Commission and the PCACB.

We conducted our audit in accordence with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonabile assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit included obiaining an understanding of internal control over financial
repolting, assessing the risic that a material wealmness exists, testing and evaluating the design and operating effectiveness of intemal control based on the assessed risk, and
performing such other procedures as we considered necessary in the circunstances. We believe that our audit provides & reasonable basis for our epinion.

Definition and Limitations of Internal Control over Financial Reporting

A conpany's intemal contrel over financial reporting is a process designed to provide reasonable assurance regarding the reliability of fimancial repotting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles. A company's internal control over financial reperting includes those
policiss and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of'the assets of the
company; (%) provide reasonable assutance that irensactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and
(3) provide reasonable assurance regarding prevention or timely detection ofunauthorized acquisition, use, or disposition ofthe company's assets that could have a material effect
on the financial statemrents,

Because ofits inherent limitations, intemal control over financisl reporting may not prevent or detect misstatements, Also, projections ofany evaluation of effectiveness to future
periads are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

/s/ Deloitte & Touche LIP

Nashville, Tennessee
Febmary 26, 2026
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Changes in Internal Conirol

There were no changes in our internal control over financial reporting that eccurred during the quarter ended December 31, 2025 that have materially affected, ot are
reasonably likely to materially affact, our intemal control over financial reporting,

[TEMY9B.  OTHER INFORMATION

Nete.

ITEM9C.  DISCLOSURE REGARDING FORTIGN JURISDICTIONS THAT PREVENT INS PECTIONS
Not Applicable.

PART II

ITEM10.  DIRECTORS, EXECUTIVE OFFICFRS AND CORPORATE GOVERNANCE

The informetion in our definitive 2026 proxy statement set forth under the captions Directors of the Company and Executive Qfficers of the Company is hereby
incorporated by reference.

MM 11.  EXECUTIVE COMPENSATION

The information in our definitive 2026 proxy statsmant set forth under the caption Compensation Discussion & Analysis is hereby incorporated by reference.

ITFM12.  SECURITY OWNFRSHIP OF CERTAIN BENEFICTAL OWNERS AND MANAGEMENT AND RELATID § TOCKHOLDER MATTERS

This information is incorporated by reference fomour definitive 2026 proxy siaterrent.

ITEM13.  CERTAIN RELATIONSHII'S AND RELATED TRANSACTIONS AND IRECTOR INDEPENDENCE

The information in our definitive 2026 proxy statement set forth under the caption Certain Relationships and Related Transactions is hereby incotporated by reference.

ITEM14.  PRINCIPAL ACCOUNTING FEES AND SERVICES

The infomation in our defimitive 2026 proxy statement set forth under the caption Report of the Audit Committee is kereby incorporated by reference (which will be filed
within 120 days of the end of the fiscal year fo which this report relates).
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ITEM 15,  EXHIBILS AND MNANCIAL STATEMENT SCHEDULE

The following documents are filed as a pait of this report:

(a) {1 Fmancial Statements:

PART1V

The following financial statemonts are incuded in ltem 8 of this Annual Report on Form 10K and ave fled as part of this report:

Report of Independent Registered Public Accounting Firm (PCAOB 1D:42)
Conselidated Statements of Operations — Years ended December 31, 2025, 2024, and 2023

Consolidated Statements of Comprehensive Income — Years ended December 31, 2025, 2024, and 2023

Consolidated Balance Sheets — At Decenber 31, 2025 and 2024
Consolidated Statements of Cash Flows — Years ended Decentber 31, 2025, 2024, and 2023

Consolidated Statemsnts of Equity — Years ended December 31, 2025, 2024, and 2023

Notes to Consclidated Financial Statements

2} Financial Statement Schedule:

NATIONAL HEALTHCARE CORPORATION

SCHEDULE I - VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 2025, 2024, AND 2023

(in thousands)

Coluin A Columm B Celun C Column I Column E
Additions
Balance— Charged to Charged Balance—
Beginning Costs and 1o other End of
Description of Period Espenses Accounts Deductions Periad
For the year ended December 31, 2023
Allowance for doublful accounts $ 646 § 7424 % $ 5616(1) § 8,054
Acerued dsk reserves $ 102469 § 81,364 § £ 80,574 5 103,259
For the year ended December 31, 2024
Allowance for doubtful accounts $ 8054 § 883l § $ 71831 3 9,702
Accrued risk reserves 5 103,259 % L®wl  § $ 91564  $ 103,616
For the year ended December 31, 2025
Allowance for doubtful accounts $ 9702 % 13354 % $ 81281y 3 14,928
Accrued risk reserves § 103616 § 130627 § 3 12648 3 121,595

(1} Amounts written o(f, net of recoveries

Allother financial statement schedules ave not required under the related instructions or are napplicable and therefore have been omitted.
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(3)

Exhibits:

EXHIBIT INDEX
Exhibit No. Description Page No. or Location
31 Centificate of Incorporation of National HealthCare Corporation Incorporated by reference to Exhibit 3.1 to the Registrant’s
registration statement on Form S—4 (File No. 333-37185) dated
October 3, 1997)
32 Certificate of Amendment to the Certificate of Incomoration of National HealthCare Incorporated by reference to Exhibit 3.5 attached to Form 10-)
Corporation filed on August 3, 2017
33 Certificate of Designations of Series A Convertible Preferred Stock of National Incomorated by reference to Exhibit 2.1 to the current report on
HealthCare Corporation Form &K filed on December 20, 2006
34 Certificate of Designation Series B Junior Participating Preferred Stock Incorporated by reference to Exhibit 3.1 to the Registrant’s
registration statement on Form 8-A, dated August 3, 2007
35 Restated Bylaws as amended February 14, 2013 Incorporated by reference to Exhibit 3.5 to the quarterly report
on Form 10-Q) filed on May §, 2013.
4.1 Form of Common Stock Incorporated by reference to Exhibit 4.1 attached to Form 10-)
filed on August 3, 2017
42 Description of each class of securities registered under Section 12 of the Exchange Act Incorporated by reference to Exhibit 4.2 attached to Form 10-K
filed on February 21, 2020
10.1 Master Agreement of Lease dated as of October 17. 1991 by and amone National Health  Incorporated by reference to Exhibit 10.1 to the Registrant's
Investors. Inc. and National HealthCorp. LP. registration statement on Form $—4 filed October 3, 1997
10.2 Formof Service Agreement by and between National Health Corporation and National Incorporated by reference to Exhibit 10.5.1 to the Registrant's
HealthCare Corporation registration statement on Form $— filed October 3, 1997
10.3 Anendment No. | to Master Apreenent to Lease between National Health Investors Incorporated by reference to Exhibit 10.19 from 2005 Form 10—K
Inc. and National HealthCorp LP, filed March 16, 2006
10.4 Amendment No. 2 to Master Agreenent to Lease between National Health Investors. Incorporated by reference to Exhibit 10.20 from 2005 Form 10-K
Inc. and National HealthCare L.P. filed March 16, 2006
10.5 Amendment No. 3 to Master Agreenent to Lease between National Health Investors, Incorporated by reference to Exhibit 1021 from 2005 Form 10-K
Inc. and National HealthCare [P. filed March 16, 2006
10.6 Amendment No. 4 to Master Agreement to Lease between National Health Investors Incorporated by reference to Exhibit 10.22 fiom 2005 Form 10-K
Inc. and National HealthCare LP, filed March 16, 2006
10.7 Amendment No. 5 to Master Agreement to Lease between National Health Investors Incorporated by reference to Ehibit 10.23 from 2005 Form 10-K
Inc. and National HealthCare Corporation filed March 16, 2006
*10.8 National HealthCare Corporation's 2010 Omnibus Equity Incentive Plan Incorporated by reference to Exhibit A to 2010 Proxy Statement
filed April 1, 2010.
*10.9 Incorporated by reference to Exhibit 10.16 from 2015 Form 10-K

First Amendment dated February 14, 2011 to the National HealthCare Cormoration 2010
Omnibus Equity Incentive Plan
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*10.10

*10.11

*10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.2]

10.22

10.23

Amendment dated March 10, 2015 to National HealthCare Corporation's 2010 Omnibus
Equity Incentive Plan

2017 NHC Executive Officer Performance Based Compensation Plan

National HealthCare Corporation's 2020 Ommibus Equity Incentive Plan

Amendment to Purchase and Sale Agreement with Modifications to Master Aereement

to Lease between National Health Investors, Inc. and National HealthCare Corporation

Agreement to Lease between NHI-REIT of Northeast, [1.C, Landlord and NHC/OP, LP.
and National HealthCare Corporation, Co—Tenants

Amended and Restated Amendment No. 6 to Master Agreement to Lease between
National Health Investors. Inc. and National HealthCare Corporation

Amendment No. 7 to Master Agreement to Lease between National Health Investors.
Inc. and National HealthCare Corporation

Contribution Agreement dated December 29, 2011 between National HealthCare

Coporation and Caris HealthCare, L.P. pursuant to which NHC acquired a 7.5% interest
in Caris fromMcRae in exchange for $7.500,000

Assigniment of membership interest in Solaris Hospice. LI.C dated December 29, 2011
and effective on January 1. 2012, whereby NHC assigned its membership interest to
Caris in exchange for an additional 2.7% linited partnership interest in Caris.

Purchase and Sale Agreement and Extension of Master Lease dated December 26. 2012
between National Health Investors. Inc. and National HealthCare Corporation

Amendment No. 8 to Master Agreement to Lease between National Health Investors
Inc. and National HealthCare Corporation

Purchase and Sale Agreement dated June 11. 2021 between NHC/OP, LP.. a wholly
owned subsidiary o fNHC. and Norman C. McRae and McRae Investment Company.
LLC

Amendment No. 9 to Master Agreement to Lease between National Health Investors
Inc. and National HealthCare Corporation

Amendment No. 10to Master Agreement to [ease between National Health Investors
Inc. and National HealthCare Corporation

oa
oI

Incorporated by reference to Appendix A to 2015 Proxy
Statement filed April 1, 2015,

Incorporated by reference to Appendix B to 2017 Proxy
Statement filed April 4, 2017,

Incorporated by reference to Appendix A to 2020 Proxy
Statement filed April 6, 2020

[ncorporated by reference to Exhibit 10.1 of National HealthCare
Corporation's Form [0-0Q) filed on November 5, 2013

Incorporated by reference to Eshibit 10.4 of National HealthCare
Corporation's Form 10-() filed on November 5, 2013

Incorporated by reference to Exhibit 10.2 of National HealthCare
Corporation's Form 10-Q) filed on November 5, 2013

Incorporated by reference to Exhibit 10.3 of National HealthCare
Corporation’s Form 10-Q filed on November 5, 2013

Incorporated by reference to Exhibit 10.26 to National
HealthCare Corporation's annual report on Form 10-K filed on
February 21, 2014

Incorporated by reference to Exhibit 10.27 to National
HealthCare Corporation's annual report on Form 10-K filed on
February 21, 2014

Incorporated by reference to Exhibit 10.29 to National
HealthCare Corporation’s annual report on Form 10-K filed on
February 21,2014

[ncorporated by reference to Exhibit 10.20 to National
HealthCare Corporations annual report on Form 10-K Filed on
February 19, 2021

Incorporated by reference to Eshibit 10.21 to National
HealthCare Corporation annual report on Form 10-K Filed on
February 18, 2022

Incorporated by reference to Exhibit 10.1 of National HealthCare
Corporation's Form 10-Q) filed on November 3, 2022

Incorporated by reference to Exhibit 102 of National HealthCare
Corporation's Form 10-Q) filed on November 3, 2022




1024 National HealthCare Corporation Conpensation Recoupment Policy Incorporated by reference to Exhibit 10.25 of National HealthCare

Corporation’s Form 10-K filed February 16, 2024

1025 Purchase and Sale Agreement dated May 31, 2024 between NHC/OP, LP.. a wholly Incorporated by reference to Exhibit 10.1 to the quarterly report on
owned subsidiary of NHC, and Douglas M. Cecil, Oliver K. Cecil. Ir.. Dorothy Dean Form 10-Q filed on August 8, 2024

Cecil, Jeni Cecil Feeser, Beth Creech Cecil, John Barber And Teresa J. Cecil. As Trustee
Of The Teresa J. Ceeil Revocable Trust U/A Dated July 20, 2006, As Amended And
Restated On February 15, 2023

14 Code of Ethics of National HealthCare Corporation Available at NHC’s website www nhecare.comor in print upon
request to:
National HealthCare Corp
Atin: Investor Relations
P. O. Box 1398
Murfrecsboro, TN 371331398
Telephone (615) 890-2020

16 Letter from Emst & Young LLP to the Securities and Exchange Commission Incorporated by reference to Exhibit 16.1 to the current report on
Form 8-K filed on April 8, 2025

19.1 National HealthCare Corporation General Policv on Insider Trading Incorporated by reference to Exhibit 10.24 of National HealthCare
Corporation’s Form 10-K. filed February 16, 2024
19.2 Amended and restated Nationa] HealthCare Corporation General Policy on Insider Incorporated by reference to Exhibit 10.27 of the National
Trading HealthCare Corporation’s Form 10-K filed February 28, 2025
21 Subsidiaries of Registrant Filed Herewith
231 Consent of Independent Registered Public Accounting Firm—Deloitte and Touche LIP  Filed Herewith
232 Consent of Independent Registered Public Accounting Firm - Frnst & Young LLP Filed Herewith

34




311 Rule 13a—14(a)/15d—14(a) Certification of Chief Executive Officer Filed Herewith
312 Rule 13a—14(a)/15d—14(a) Certification of Chief Financial Officer Filed Herewith

32 Certification pursuant to 18 U.S.C. Section 1350 by Chief Executive Officer and Chief Filed Herewith
Financial Officer

101.INS Inline XBRL Instance Document (the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within the
Inline XBRL document)
101.SCH Inline XBRL Taxonomy Extension Schema Document
101.CAL Inline XBRL Taxononwy Extension Calculation Linkbase Document
101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document
101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document
101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document
104 Cover Page Interactive File (embedded within the Inline XBRL document and included in Exhibit 101)

*Indicates management contract or compensatory plan or amangement.
ITEM 16. FORM 10-K SUMMARY

Not applicable.




SIGNATURES

Pursuant to the requirerents 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 HEA LTHCARE CORPORATION

Date: Eebruary 25, 2026 BY:  /s/Stephen T, Flatt
Stephen F. Flatt
Chief Exacutive Officer and Director

Pursuant to the requirements of the Securities Fxchange Act of 1934, this Repert has been signed below by the following persons on behalf of the registrant and in the
capacities and on the dates indicated.

Date: February 26, 2026 {8/ Stephen . Flatt
Stephen F. Flatt
Chiel Executive Oificer and Director
(Principal Executive Qfficer)

Date: Febmary 26, 2026 {5/ Brian F. Kidd
Brian F. Kidd
Senior Vice President and Chief Financial Officer
{Principal Financia! Qfficer)

Date: February 26, 2026 /s/ Robert G Adans
Robert G Adams
Chaiunan of the Board

Date: February 26, 2026 /s/ §. Paul Abemathy
1. Paul Abemathy

Director

Date; February 26, 2026 /s/ Emil E Hassan
Emil E Hassan
Director

Date: Febmary 26, 2026 /8/ Sandra Y. Trail
Sandra Y. Trail
Director

Date: February 26, 2026 {s/ Richard F. LaRoche, Jr,
Richard F. LaRoche, Jr.
Director

Date: Febmary 26, 2026 {3/ Lisa Pisrcey
Lisa Plorcey
Director
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EXHIBIT 21
Subsidiaries of the Regis tramt

Name %0 Owned State of Organization
INHC/Delaware, Inc. 10054 Delaware
INHIC/OP, LD, 100% Delaware
National Health Realiy, LLC 100% Delaware
Premier Group Ins. Co. 100% [Tennessee
National Healthcare Center of Fort Oglethoipe, L2, 100% Tennesgee
MNutritional Support Services 100%% [Tennessee
[NEIC HealthCare/Anniston, ELC 10054 Aldabatm
NHC Place/Anniston, LLC 100% Alabama
NHC HealthCare/Moulton, LLC 100%% |Alabama
Premier Pius Insurance Co, 1004 Cayman Islands
Knoxville Center for Behavioral Medicine, LLC 65% Delaware
Maryland Heights Properties, LLC 100% Delaware
Middlebrook Property Partners, ILC 88.98% Delaware
INHC Delaware Investments Ing. 100% Delaware
INFIC-Maury Regional Transitional Care Center, LLC 80% Delaware
Osage Beach Center for Behavicral Health, LI.C 100% Delaware
Post Acute Service Solutions, LLC 100% Delaware
St. Peters I Holdings, LLC 1009 Delaware
[The Heslth Center of Tlermitage, LLC 10054 Delaware
INHC HealthCare/Lake City, Inc. 100%% Florida
INHC HealthCare/Pensacola, Inc. 100% Elorida
INHC Place Merritt Island, LLC 100% Flotida
INHC Place Stuart, LLC 100% Florida
INFIC Place Vero Beach, LLC 100% Florida
[udson HealthCare Advisors, LLC 106% Florida
[Georgia IenlthCare Advisors, LLC 100% Georgia
INHIC HealthCare/Rossville, LLC 100% Georgia
INHC HealthCare/Clasgow, LLC 100%% Eentucky
Buckley HealthCere Center, LLC 100% Massachuseits
Holyoke HealthCare Center, LLC 100% Massachuseits
John Adams HeglihCare Center, LLC 100% Massachusetts
[Taunton HealthCare Center, LLC 100% Massachuseits
Maryland Heights Center for Behavioral Health, LLC 100% Missouri
IMisscuri HealthCare Advisors, LLC 100% Missonri
INHC Advantage, LIL.C [75.56% Missouri
INEC HealthCare/Desloge, TLC 100% Missouri
INHC HealthCare/Joplin, LIC 100% Missouri
INHC HealthCare/Kennett, LLC 100% Missauri
INHC Place/Lake St. Chartles, LLC 100% hMissouri
INHC HealthCare-Macon, LLC 100% Missouri
NHC HealthCare/Maryland Heights, LLC 100% Missouri
NHC HealthCare-Osage Beach, LLC 100% Missouri
NHC HealthCare-Springfield Missouri, LLC 100% Bissouri
INHC HealthCare/St. Charles, LLC 100% Missouri
NHC HealthCare/West Plains, LLC 100% MMissouti
INHC Homecargs Migsouri, LLC 100% Migsouri
St. Peters Memory Cate Operations, 1L.LC 100% Missouri
St. Peters Memory Care Realty, LLC 100% Missouri




Villages of St, Peters, LLC 100% Missouri
Villages of Jackson Creek, LLC 100% biss ouri
Villages of Jackson Creek Memory Care, LIC 100% bissouri
Fleartlard HealthCare Center, LLC 100% New Hampshire
Pearl Street Health Care Center, LLC 100% New Hamps hire
Villa Crest HealthCare Center, LLC 100% New Hampshire
INEIC HealthCare/Burlington, ILC 100% North Caroling
INEIC HealthCare/Charlotte, LLC 100% North Caroling
NEIC Flealthcare/Kings Mountain, LLC 100% Norih Carolina
NHC Healthcare/Shelby, LLC 100%: [North Carclina
INHC Healtheare/ Tryon, [ILC 100%% Noxth Carolina
INHC HealthCare/Washaw, LLC 100%% Narth Carclina
INHC North Carolina Properties, LLC 100% North Carolina
INHC HealthCare/Aiken, LLC 100% [South Carolina
INHC HealthCare/ Anderson, LIC 100% South Carolina
INHC HealthCare/Bluffton, LLC 100% South Carolina
INHC HealthCare-Charleston, LLC 100% South Carolina
INFIC Health Care/Clinton, ELC 100% South Carolina
[INIIC HealthCare/Garden City, LLC 100%% South Carolina
INLIC HealthCare/Geeenville, LLC 160% South Carolina
INIIC HealthCare/ Greenwood, LLC 100% South Carolina
INFIC HealthCare/Laurens, LILC 100% South Carolina
INFIC HealthCare/Lexington, LLC 100% South Carolina
NEIC HealthCare/Mauldin, LLC 100% south Carolina
INFIC HealthCare/North Augusts, LLC 100% Scuth Carolina
NIIC HealthCare/ Parldane, 11.C 100%% South Caroling
INHC Honeeare -- South Caroling, LLC 100% South Caroling
INFIC Place-Charles ton, LLC 100% South Carolina
[The Palinettos of Bluflton, LLC 100% South Carcling
[The Palimettos of Garden City, LLC 100% South Carolina
[The Palimettos of Parklane, TIC 100% South Carolina
South Caroling HealthCare Advisors, LIC 100% South Carolina
Network Pharmacy WO, LLC 100% South Carolina
INHC Estates, L1C 100% South Carolina
INHC HealthCare/Charleston WO, LLC 100% South Carolina
INFC HealthCare/Colurrbia WO, LLC 100% South Carolina
IHC HealthCare/Lancaster, LLC 100% South Carolina
INHIC HealthCare/Newbeny, LLC 100% South Carolina
NHC HealthCare/North Grove, LLC 100% South Carolina
NHC HealthCare/Rock Hill, LLC LG0%% South Carolina
INHC HealthCare/Spartanburg 100% Bouth Carolina
INHC HealthCare/ York 100% South Carolina
INHC South Carolina Properties, LLC 100% South Carolina
|AdansPlace, LLC 100% [Tennessee
Caris HealthCare, LD, 100% Tennessee
[HealthCare Transition Center, LLC 100%% [Teunessee
Knoxville Health Care Center, LP. 100% [Tennessee
WHC Farragut Memory Care, LLC 100% [Tonnassee
NHC HealthCare/Athens, LILC 100% [Tonnesses
NHC HealthCare/Chattanooga, LLC 100% [Tennossee
INHIC FleglthCare/Cohuvbia, L1C 100% [Tennesses
INHC HealthCare/Cool Springs, LLC 100% [Tennessee




NHC HealthCare/Tickson, LLC 100% [Tennessee
NEC HealthCare/Fatragut, LLC 100% [[ennessee
INHC HealthCare/Franklin, L1.C 100% [Tennessee
INEIC HealthCare/Hendersonville, LLC 100% [Tennessee
NEC HealthCare/Heartland, TIC 100% [Tennessee
INLIC HealthCare/Hillview, T1.C L00% [Tennesses
INEIC HealthCare/Holston Fills, LLC 100% [Tennosgee
INEIC HealthCare/Johnson City, LLC L00% [Tennesses
INLIC IHealthCare/Kingsport, LLC 100% [Tennessee
INEHC HealthCare/Knoxville, LLC 100% [Tennessee
INEC HealthCare/Lewisburg, LLC 100% [Tennessee
INHC HealthCare/McMinnville, LLC LO0%% [Tennessee
INIIC HealthCare/Milan, LLC 100% [Tennessce
INITC HealthCare/ Oakwood, LLC 160% [Tennessee
INFIC HealthCare/Pulaski, LLC 100% [Tennesses
INHIC TTealthCare/Scott, LLC 100% [Tennesses
INHC HealthCare/Sequatchie, LLC 100% [Tennesses
INHC HealthCare/Smithville, 11.C 100% [Tennessee
INHC HealthCare/Somerville, LLC 100% [Tennesses
NHC HealthCare/Sparta, LLC 100% [Tennessee
INHC HealthCare/Springfield, LLC 100% [lennessee
INHC HealthCare-Sumner, [LT.C 100% [Tennessee
NHC HeaithCare/Tullahoma, TIC 100% Tennesses
INFIC-Maury Regional FleallhCare, LLC 100% [Tennessee
INFIC Middlebrook Behavipral Services, LLC 100% [Tennesses
INHC Middlebrook Properties, LLC 100% [Tennesses
[INEIC Place at the Trace, LEC 100% [Tennesses
Mational Hospice, Inc. 100% [Tennessee
Renal Health Services, LLC 100% [Tennessee
Standifer Place Properties, LLC 100% [Tennessee
Tennessee HealthCare Advisors, I1.C 100% [Tennessee
Tennessee Hone Care Holdings, L1C 50% [Tennessee
City Corperation 100% [Tennessee
City Center, LP. 99%% [Tennessee
Medical Personnel Services, LLC 100% [Tennessee
[Tranzion, LLC 100% [Tennessee
INHC Cool Springs Properties, LLC 100% [Tennessee
[Tennessee Care Coordination Services, LLC 75% Tennessee
INHC Health:Care/Bristol, LLC 100% Vitginia




EXTHBIT 23.1

CONSTNT OF INDEPENDENT REGIS TERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement Nos. 333-129462, 333-167685, 333-216085, 333-238900 on Form 8-8 of our tepoits dated February 26, 2026,
relating to the consolidated financial statements of National HealthCare Corporation and the effectiveness of National HealthCare Corporation's intemal control over financial
repotting appearing in this Annual Report on Form 10-K ofthe Company for the year ended December 31, 2025.

/s/ Deloitte & Touche LIP

Nashvills, Tennessee

February 26, 2026



EXTHBIT 23.2

Consent of Independent Registered Publie Accounting Iirm

We consent to the incorporation by reference in the following Registration Statements:

(1) Registration Statement (Form 5-8 No. 333-129462) pertaining to National HealthCare Corporation’s 2005 Stock Option, Employee Stock Purchase, Physician Stock
Purchase & Stock Appreciation Rights Plan and 2004 Non-Qualified Stock Option Plan

(2) Registration Statements (Forms S-8 No. 333-167685 and No. 333-216085) pertaining to National HealthCare Corporation’s 2010 Omnibus Equity Incentive Plan

(3) Registration Statement (Form S-8 No. 333-238900) pertaining to National HeaithCare Corporation’s 2020 Omnibus Bquity Incentive Plan

of our report dated February 28, 2025, with respect to the consolidated financial statements of National HealthCare Corporation included in this Annual Report (Form 10-K) of
National HealthCare Corporation for the year ended Decenber 31, 2025,

fs/ Fmst & Young LLP

Nashville, Tennessce
February 26, 2026




EXTIBIT 35.1

CERTIFICATION

1, Stephen . Flait, certily that:

L

2.

I have reviewed this annual report on Form 10-K of National HealthCare Corporation;

Based on my knowledge, this annual repert does not contain any untrue statenent ofa material fact or omit 1o state a material faot necessaty to make the statements made,
in light of the circumstances under which such statements were made, not nisleading with respect to the period covered by this annual report;

Based en my knowledge, the financial statements, and other financial information included in this repert, fairly present in all naterial respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant's other certifying officer and T are responsible for establishing and maintaining disclosure controls and procedures {as defined in Exchange Act Rules 132-
15(e) and 15d-15(g)) and internal centrol over financial reporting (as defined in Bxhange Act Rules 13a-15{f) and 15d-15(f)) for the regisirant and have:

a.

Designed such disclosure controls and proceduss, or caused sueh disclosure contrals and procedures to be designed under our supervision, te ensure that
material information relating to the registrant, including its consolidated subsidiaries, is mede lnown to us by others within those entities, particularly during the
period in which this report is being prepared;

Designed such mternal control over financial reporting, or caused such intemal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reportting and the preparation of Enancial staterments for external purposes in accordance with generally
accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this repott our conclisions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant's intetnal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the
tegistrant’s fourth fiscal quarter in the case of an annual report) that hag niterially affected, or is reasonably likely to materizlly affect, the registrant's internal
control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors
and the audit committee of the registrant's board of directors (or persons performing the equivalent function);

All significant defisiencies and material weaknesses in the design or operation of internal control over financial reporting which aie reasonably likely to adversely
affect the registrant's ability to record, process, summarize and report financial information; and

Any fiaud, whether or not material, that involves memagement or other employees who have a significant role in the registrant's intetnal control over financial
reporting,

Date: Februaty 26, 2026

/s/ Stephen T, Tlatt
Stephen F. Flatt
Chief Executive Officer




LEXHDSIT 31.2

CERTIFICATION

I, Brian F. Kidd, cextify that:

1L

2

I have reviewed this annual report on Form 10-K of National HealthCare Corporation;

Based on my lnowledge, this nnnual report does not contain any untrue siatement of a material fat or onuit to state a material fact necessary to make the statements rmde,
in light of the eircunmstances under which such statements were mmade, not misleading with respect to the period covered by this annual report;

Based on my knowledge, the financial statements, and other financial information included in this report, faidy present in all material respects the fnancial condition,
results of operations and cash flows of the registrant as of, and fox, the periods presented in this report;

The registrant's other certifying officer and 1 are responsible fior establishing and maintaining disclosure controls and procedures {as defined in Exchange Act Rules 13a-
15(2) and 15d-15(e)} and intemal control over [mancial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(E)) for the registrant and have:

a

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the ragistrant, including its conselidated subsidiaties, i made known to us by others within those entities, particulatly during the
period in which this report is being prepared;

Designed such intemal control over financizl reporting, or caused such intemal control cver financial reporting to be designed under our supervigion, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for extemal purposes in accordance with generally
accepted accounting principles;

Evaluated the effectivencss of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the peried covered by this report based on such evaliation; and

Disclosed in this report any change in the registrant's intemal control over finaricial reporting that occurred during the registrant's most recent fiscal quarter {the
registrant's fourth fiscal querter in the case of an annual report) that has matesially affected, or is reasonably likely to materially alfect, the registrant’s internal
control over financial reporting; and

The regisirant's other certifying officer and [ have disclosed, based on cur most recent evaluation of internal control over financial reporting, to the registrant’s auditors and
the audit committee of the registrant’s beard of directors (or persons performing the equivalent fanction):

a.

All significant deficiencies and material weaknesses in the design or operation of intemal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

Any fisud, whether or not mmterial, that involves management or other employees who have a significant role in the registrant's internal control over financial
repotting.

Date: February 26, 2026

/s/ Brien F. Kidd
Brian F. Kidd
Senior Vice President and Chief Financial Officer




Exhibit 32

Certification of Annual Report on Form 10-K
of National IealthCare Corporation
Tor the Year Ended December 31, 2025

The undersigned hereby certify, pusuant to 18 U.8.C. Section 906 of the Sarbanes-Oxley Act of 2002, that, to the undersigned's best knowledge and belief, the Annual

Report on Form 10-K for National HealthCare Corporation ("Issuer") for the peried ending Decersber 31, 2025 as filed with the Securities and Exwhange Commission on the date
hereof (the "Report"):

(a) fully complies with the requirenents of section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

) the information contained in the Report fairly presents, in all rmaterial respects,
the financial condition and results of operations of the Issuer.

This Certification accompanies the Annual Report on Form 10-K of the Issuer for the year ended December 31, 2025.

This Certification is executed as of February 26, 2026.

/s/Stephen F. Flatt
Stephen F. Flatt
ChiefExecutive Officer

/s/ Brian F. Kidd
Brian F. Kidd
Senior Vice President and Chief Financial Officer

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and firnished to the Securities
and Exchange Commission ov it staffupon request.



Appendix B — Five-Year Prospective Financial Statements

[Placeholder ~ Insert Prospective Financial Statements for Fiscal Years 2026-2030]
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m CliftonLarsonAlien LLP
A CLAconnect.com

INDEPENDENT ACCOUNTANTS’ COMPILATION REPORT

Board of Directors
NHC/OP, LP
Spartanburg, South Carolina

Management is responsible for the accompanying projected combined financial statements of
NHC HealthCare, Tryon, LLC, NHC HealthCare, Burlington, LLC, and NHC HealthCare,
Charlotte, LLC, wholly-owned subsidiaries of NHC/OP, LP (the “Combined Subsidiaries”),
which comprise the projected combined balance sheets as of December 31, 2026, 2027, 2028,
2029 and 2030, and the related projected combined statements of operations, shareholder’s
equity, and cash flows for the years then ending, and the related summary of significant
projection assumptions and accounting policies in accordance with the guidelines for
presentation of a financial projection established by the American Institute of Certified Public
Accountants (“AICPA"). We have performed a compilation engagement in accordance with the
Statements on Standards for Accounting and Review Services promulgated by the Accounting
and Review Services Committee of the AICPA. We did not examine or review the projected
combined financial statements nor were we required to perform any procedures to verify the
accuracy or completeness of the information provided by management. Accordingly, we do not
express an opinion, a conclusion, nor provide any form of assurance on these projected
combined financial statements or the assumptions. Furthermore, even if the hypothetical
assumptions as noted in Management's Summary of Significant Projection Assumptions and
Accounting Policies on page 7 (the “Hypothetical Assumptions”) occurs as projected, the
projected results may not be achieved, as there will usually be differences between the
projected and actual results, because events and circumstances frequently do not occur as
expected, and those differences may be material.

The accompanying projection information and this report are intended solely for the information
and use of management, the Board of Directors, and the North Carolina Department of
Insurance (pursuant to the requirements of North Carolina General Statutes, Chapter 58, Article
64A and is included in the Combined Subsidiaries’ disclosure statement filing), and is not
intended to be and should not be used by anyone other than these specified parties.

CLAglobal.com/disclaimer
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Board of Directors
NHC/OP, LP

We have no responsibility to update this report for events and circumstances occurring after the
date of this report.

%Ww%t LA

Cliftonl.arsonAllen LLP

Charlotte, North Carolina
August 27, 2026
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NHC HEALTHCARE, TRYON, LLC,
NHC HEALTHCARE, BURLINGTON, LLC, AND

NHC HEALTHCARE, CHARLOTTE, LLC
{SUBSIDIARIES OF NHC/OP, LP)
PROJECTED COMBINED BALANCE SHEETS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

DECEMBER 31, 2026 THROUGH 2030

ABSETS

CURRENT ASSETS
Cash and Cash Equivalents
Accounts Receivable
Intarcompany Accounts Receivakle
Other Current Agsets
Total Gurent Assets

ASSETS LIMITED AS TO USE - OPERATING RESERVE

PROPERTY AND EQUIPMENT
Less: Accumulated Depreciation
Propery and Equipment, Net

Total Assets

LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Wages and Other Liabilities
Intercompany Accounts Payzble
Total Cument Liabilities

DEFERRED CREDITS
Uneamed Deposit Revenue - Nenrefundable
Deposits cn Apariments
Tetal Deferred Credits

Total Liabilities
SHAREHOLDER'S EQUITY
Retained Eamings

Total Shareholder’s Equity

Total Liabilities and Shareholder's Equity

2026 2007 2028 2029 2030
$ 150,000 5 150,000 § 150,000 $ 150,000 $ 150,000
3,252,044 3,382,126 3,517,410 3,858,107 3,804,431
- - - - 3,728,327
307,684 316,915 326,422 336,215 348,301
3,708,728 3,840,047 3,993,832 4,144,322 8,029,059
908,591 945,676 085,124 1,026,560 1,069,682
55,904,135 57,134,135 58401035 59705941 61,049,094
4,064,300 5,724,450 7,421,655 9,167,117 10,831,967
51,830,745 51,400 685 50,079,580 50,548,624 50,118,007
3 58,459,064 $ 56,204402 $ 55,058,336 $ 55719,706 $ 50,216,748

2026 2097 2028 2020 2030
$ 718460 S 745784 § 775815 § 806,841 % 838,008
2,022,698 2,007,004 2,181,821 2,269,093 2,350,857
43,866,190 39058912 34,041,933 28,812,057 27,088,320
45,807,355 41,002,800 35,099,360 31,887,791 30,287,083
637,012 631,113 576,115 467,059 338,497
142,338 142,338 142,338 142,338 142,336
779,348 773,449 718,451 609,395 480,833
47,388,703 42,676,040 37,717,820 32,497,186 30,767,916
9,072,361 13,528,353 18,240,518 23,222,520 28,448,832
9,072,361 13,528,363 18,240,518 23222520 28,448,832
$ 56,450,084 $ 56,204,402 § 55,958,335 § 55,710,708 § 59,216,748

See Independent Accouniants’ Compilation Report and
Summary of Significant Projection Assumptions and Accounting Pelicies
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NHC HEALTHCARE, TRYON, LLC,
NHC HEAL.THCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)
PROJECTED COMBINED STATEMENTS OF OPERATIONS
ASSUMING THE HYPOTHETICAL ASSUMPTION CN PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

2026 2027 2028 2029 2030
REVENUES

Patient Senice Revenue $ 44,587,467 § 46,370,065 § 48225804 §$ 50,164,836 $ 52,161,029
Apartment Rents 3,407,171 3,643,457 3,685,185 3,832,603 3,985,906
Deposit Amortization 355,990 415,763 481,257 652,365 589,604
Investment Income 15,893 31,788 32,870 34,053 35,295
Other Ravenue 3,860 4,015 4,175 4,342 4,515

Total Ravenues 48,370,381 50,365,988 52,429,301 54,578,189 56,776,350

EXPENSES

Nursing Senices 19,314,790 20,087,382 20,800,877 21,726,513 22,505,573
Ancillaries 3,644,326 3,790,098 3,941,703 4,096,372 4,263,347
Dietary Expenses 4,342 783 4,516,495 4,697,155 4,885,042 5,080,444
Social Senices 541,810 563,483 586,022 609,463 833,842
Activities 482,557 501,859 521,933 542,810 564,523
Medical Records 138,376 138,711 144,259 160,029 166,031
Laundry and Linen €45,626 671,347 698,201 726,129 755,174
Housekeeping 1,368,299 1,423,031 1,479,952 1,539,150 1,600,716
Facility Operations and Maintenance 2,901,311 3,017,363 3,138,067 3,263,580 3,394,124
Pepraciation 1,625,016 1,660,060 1,697,205 1,735,462 1,774,870
Taxes and Insurance 883,810 219,162 055,929 094,166 1,033,834
Employas Berefits 2,272,853 2,383,767 2,458,318 2,556,651 2,658,918
General and Administrative 6,116,576 8,257 238 6,507,627 8,767,828 7,038,542

Jotal Expenses 44,273,031 45,909,005 47,717,138 49,696,195 51,560,038

Net Income § 4,007,350 $ 4455992 § 4712163 $ 4982004 $ 57226312

See Independent Accountants’ Compilation Repert and
Summary of Significant Projection Assumptions and Accounting Policies
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NHC HEALTHCARE, TRYON, LLC,
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)

PROJECTED COMBINED STATEMENTS OF SHAREHOLDER’S EQUITY

ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

BALANCE, DECEMBER 31, 2025
Net income

Distributions to Shareholder
BALANCE, DECEMBER 31, 2026
Net Income

Distributions to Shareholdesr
BALANCE, DECEMBER 31, 2027
Net Income

Distributions to Shareholder
BALANCE, DECEMBER 31, 2028
Net Income

Distributions tc Shareholder

BALANCE, DECEMBER 31, 2023

Neat Incoma
Distributions to Sharehcider

BALANCE, DECEMBER 31, 2030

Total

Common Retained Members' Shareholder's
Stock Earnings Equity Equity

$ - % 4975011 § - ¥ 4,9750M

4,097,350 4,097,350

9,072,361 8,072,361

4,455,992 4,455,092

13,528,363 13,628,363

4,712,163 4,712,163

18,240,516 18,240,516

- 4,982,004 4,982,004

23,222,520 23,222,520

5,228,312 5,226,312

$ - § 28448832 $ - § 28,448,832

See Independent Accountants’ Compitation Report and

Summary of Significant Projection Assumgtions and Accounting Policies
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NHC HEALTHCARE, TRYON, LLC,
NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC
(SUBSIDIARIES OF NHC/OP, LP)
PROJECTED COMBINED STATEMENTS OF CASH FLOWS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to Reconcile Net Income to Net Cash
Provided by Operating Activities:
Depraciation
Deposit Amortization
Deposit Receipts
Change in Current Assats:
Accounts Recelvable
Intercompany Accounts Receivable
Other Current Assets
Change in Cument Liabilities:
Accounts Payable
Intercempany Accounts Payable
Accrued Wages and Other Liabilities
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment
Net Change in Assats Limited as to Use - Operating Resene
Net Cash Used in Inesting Activities

CASH FLOWS FRON FINANCING ACTIVITIES
Cistributions to Shareholder
Net Cash Used in Financing Activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and Cash Equivatents - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR

2026 2027 2028 2029 2030
$ 4,097,350 $ 4455002 § 4712163 $ 4,982.004 § 5,226,312
1,625,016 1,660,060 1,897,205 1,735,462 1,774,870
{355,090) {415,763) (481,257) {562,365) (580,604)
394,100 408,864 426,259 443,309 461,042
385,583 {130,082) {135,284) {140,667) (148,324)
(2.992,338)  (3748,414)  (3,002622)  (4,065,101) (4,230,129
(8,962) (9,231} {2.507) ©,793) (10,086)
233,869 27,315 29,831 31,026 32,265
{2383,150)  (1,088,884)  {1,114357)  (1,166,775) (1,221,935
{103,054) 75,208 83,917 87,272 90,764
912,424 1,266,085 1,306,348 1,346,342 1,387,176
{822,500)  (1,230,000) (1,266,000  (1,304,908)  (1,344,053)
147,043 (38,085) {39,448) (41,438) {43,122)
{774,557y  (1,265,085)  (1,306,848)  (1,346,342)  (1,367,175)
137,867 - - - -
12,133 150,000 150,000 150,000 150,000
$ 150,000 $ 150,000 § 150,000 $ 160,000 § 150,000

See Independent Accountants’ Compilation Report and
Summary of Significant Projection Assumptions and Accounting Policies.
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Summary of Significant Projection Assumptions and Accounting Policies

BASIS OF PRESENTATION

The financial projection (the “Projection”) presents to the best of the knowledge and belief of management
(“Management”) of NHC HealthCare, Tryon, LLC (*Tryon”), NHC HealthCare, Burlington, LLC ("Burlington”),
and NHC HealthCare, Chariotte, LLC {“Charlotte”) (subsidiaries of NHC/OP, LP) (collectively the "Combined
Subsidiaries"), the expected financial position, results of operations and cash flows as of December 31,
2026, 2027, 2028, 2029, and 2030 and for each of the years then ending (the "Projection Period™). All
significant intra-entity activity has been eliminated upaon combination.

A projection, although similar to a forecast, is a presentation of prospective financial information that is
subject to one or more hypothetical assumptions. Management has included assumptions that are
considered to be “Hypothetical Assumptions” as defined by the American Institute of Certified Public
Accountants’ Guide for Prospective Financial Information. A Hypothetical Assumption is defined as follows:
“An assumption used in a financial projection or in a partial presentation of projected information to present a
condition or course of action that is not necessarily expected to occur but is consistent with the purpose of
the presentation.”

Management's Hypothetical Assumption is as follows:

« Management is able to achieve the projected occupancies, operating revenue inflationary rate
increases and operating expense inflaticnary increases as described hereinafter.

Management's purpose for preparing this Projection is for the use of Management, the Board of Directors,
and for inclusion in Management's Disclosure Statements in accordance with Chapter 58, Article 84A of the
North Carolina General Statutes and is not intended to be and should net be used by anyone other than
these specified parties. The Projection reflects management’s judgment as of August 27, 2026, the date of
this Projection, of the expected conditions and its expected course of actions. The assumptions disclosed
herein are those that Management of NHC/OP, LP believes are significant to the projected combined
financial statements. Furthermore, even if the Hypothetical Assumptions were to occur, the projected results
may not be achieved as there will usually be differences between projected and actual results because
events and circumsiances frequently do not occur as expected, and those differences may be material.
Management does not intend to revise this Projection io reflect changes in present circumstances or the
occurrence of unanticipated events.

Unless otherwise noted, references to time periods used in this report refer to the fiscal year of NHC
HealthCare, Tryon, LLC, NHC HealthCare, Burlington, LLC, and NHC HealthCare, Charlotte, LLC which
ends on December 31.

Sea Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

BACKGROUND AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Background

National HealthCare Corporation (“NHC" or the “Company”), began business in 1971. The Company's
principal business is the operation of skilled nursing facilities, assisted living facilities, independent
fiving facilities, homecare and hospice agencies, and behavioral health hospitals. Business activities
include providing sub-acute and post-acute skilled nursing care, intermediate nursing care,
rehabilitative care, memory and Alzheimer's care, senior living services, home health care services,
hospice services, and behavioral health services. In addition, NHC provides management services,
accounting and financial services, as well as insurance services to third party operators of health care
facilites. The Company also owns the real estate of 10 healthcare properties and lease these
properties to third party operators. NHC operates in 9 states and its operations are primarily located in
the Southeastern and Midwestern parts of the United States, On August 1, 2024, NHC acquired White
Oak Manor, Inc and its subsidiaries, which included the following:

White Oak Management, inc.

White Oak Manor — Spartanburg, Inc.
White Oak Manor — Columbia, Inc.
White Oak Manor — Newberry, Inc.
White Oak Manor — Rock Hill, Inc.
White Oak Manor — Shelby, Inc.

White Oak Manor — Kings Mountain, Inc.
White Oak Manor — Tryon, Inc.

White Oak Manor — Rutherfordton, Inc.
White Gak Manor - Burlington, Inc.
White Oak Manor — Charleston, Inc.
White Oak Manor — Charlotte, Inc.
White Oak Estates, Inc.

White Oak Estates Apartments, Inc.
White Oak Estates Assisted Living, Inc.
White Oak Manor ~ Lancaster, Inc.
White Gak Manor — York, Inc.

White Oak Manor — Waxhaw, Inc.
White Oak Manor at North Grove, Inc.

Also included were the accounts of White Oak Estates Wellness Center, a department of White Oak
Estates, Inc.

Three of these subsidiaries, White Oak Manor — Tryon, Inc., White Oak Manor — Burlington, Inc., and
White Oak Manor — Charlotte, In¢. collected entrance fees for certain apartment units.

Summary of Significant Accounting Policies

Basis of Presentation

The combined financial statements are prepared on the accrual basis of accounting pursuant to
accounting principles generally accepted in the United States of America.

Basis of Combination

The projected combined financial statements include the accounts of NHC HealthCare, Tryon,
LLC, NHC HealthCare, Burlington, LLC, and NHC HealthCare, Charlotte, LLC. All related party
balances and intra-company transactions have been eliminated in combination.

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

BACKGROUND AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash Equivalents

Cash equivalents consist of temporary bank deposits, money market instruments, and certificates of
deposit with an original maturity of three months or less at the date of purchase.

Aliowance for Current Expected Credit Losses

The Combined Subsidiaries provide an allowance for current expected credit losses using
Management’s judgment. The adequacy of the Organization’s allowance for credit losses is reviewed
on an ongoing basis, using historical payment trends, write-off experience, aging of receivables, a
review of specific accounts, as well as expected future economic conditions and market trends, and
adjustments are made to the allowance as necessary. Residents are not required to provide collateral
for services rendered. Payment for services is required upon receipt of invoice or claim submitted.
Accounts past due more than 45 days are individually analyzed for collectability.

Assets Limited as to Use — Operating Reserve

Assets limited as to use include assets required to be set aside by the Department of Insurance of the
State of North Carolina as operating reserves, All assets limited as to use are held in cash and cash
equivalents, equity investments, and debt securities.

Property and Equipment

Property and equipment is stated at cost. Routine maintenance, repairs, and renewals are charged to
expenses. Expenditures that materially increase values, change capacities, or extend useful lives are
capitalized. Depreciation is computed by the straight-line method over the estimated useful lives of the
assets. The fair value of property and equipment is assumed to be unchanged during the Projection
Period. The Combined Subsidiaries assume the following purchases of property and equipment during
the Projection Period, based on historical experience.

For the Years Ending December 31,

2026 2027 2028 2029 2030
NHC HealthCare - Tryon $ 283500 $ 378,000 $ 389,340 $ 401,020 $ 413,051
NHC HealthCare - Burlingten 319,500 426,000 438,780 451,943 465,501
NHC HealthCare - Charlotie 319,500 426,000 438,780 451,943 465,501
Total Property and Equipment Purchases $ 922500 $1,230,000 $1,266,800 $1,304,906 $1,344,053

Revenue Recognition

Patient service revenue is reported at the amount that reflects the consideration to which the Combined
Subsidiaries expect to be entitled in exchange for providing resident and patient care. These amounts
are due from residents, patients, third-party payors (including health insurers and government
programs), and others and includes variable consideration for retroactive revenue adjustments due to
settlement of audits, reviews, and investigations. Revenue is recognized as performance obligations
are satisfied.

Performance obligations are determined based on the nature of the services provided by the Combined
Subsidiaries. Revenue for performance obligations satisfied over time is recognized based on actual
charges incurred in relation to total expected (or actual) charges. The Combined Subsidiaries believe
that this method provides a faithful depiction of the transfer of services over the term of the
performance obligation based on the inputs needed to satisfy the obligation. Generally, performance
obligations satisfied over time relate to residents and patients receiving skilled nursing, and assisted
living services. The Combined Subsidiaries consider daily services provided to residents of the skilled
nursing facility and monthly rental for housing services, as separate performance obligations and
measures these on a monthly basis, or upon move-out within the month, whichever is shorter,

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

BACKGROUND AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

For nursing home and assisted living residents, the Combined Subsidiaries measure the performance
obligation from admission into the facility, to the point when it is no longer required to provide services
to that resident, which is generally at the time of discharge

The Combined Subsidiaries determine the transaction price based on standard charges for goods and
services provided, reduced by contractual adjustments provided to third-party payors, discounts
provided to uninsured patients in accordance with the Combined Subsidiaries’ policy andfor implicit
price concessions provided to residents. The Combined Subsidiaries determine its estimates of
contractual adjustments based on contractua! agreements, its policies, and historical experience. The
Combined Subsidiaries determine its estimate of implicit price concessions based on the evaluation of
individual patients. Agreements with third-party payors typically provide for payments at amounts less
than estabiished charges.

A summary of the payment arrangements with major third-party payors follows:

Medicaid — Standard Payments to Nursing Facilities

The Combined Subsidiaries have agreesments with the states of South Carolina and North Carolina
under the Medicaid program, and participates in the Medicare program. The Combined Subsidiaries
have had a long-standing agreement with the state of South Carolina such that the Combined
Subsidiaries provide care to Medicaid patients based upon fixed, prospectively determined rates.

Medicare — Prospective Payment System Payments to Skilled Nursing Facilities

The Combined Subsidiaries’ licensed nursing facilities participate in the Medicare program. This federal
program is administered by the Centers for Medicare and Medicaid Services (CMS). The nursing
facilities are paid the Patient Driven Payment Model (PDPM). The PDPM payment system operates
similar to Medicare’s previous prospective payment system (PPS) in that patients are assigned
standard rates of payment for their specific needs. Under PDPM, therapy minutes are removed as the
primary basis for payment and instead, uses the underlying complexity and clinical needs of a patient
as a basis for reimbursement. In addition, PDPM introduces variable adjustment factors that change
reimbursement rates during the resident's length of stay. Therapy services to residents not in a covered
Part A stay remain the same. Annual cost reports are required to be submitted to the designated
Medicare Administrative Contractor; however, they do not contain a cost settlement.

Nursing facilities licensed for participation in the Medicare and Medical Assistance programs are
subject to annual licensure renewal. If it is determined that a nursing facility is not in substantial
compliance with the requirements of participation, CMS may impose sanctions and penailties during the
period of noncompliance. Such a payment ban would have a negative impact on the revenues of the
licensed nursing facility.

See Independent Accountants’ Compilation Repert
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Summary of Signiﬁcant Projection Assumptions and Accounting Policies

BACKGROUND AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Other

Payment agreements with certain commercial insurance carriers, health mainienance organizations,
and preferred provider organizations provide for payment using prospectively determined daily rates.

Laws and regulations concerning government programs, including Medicare and Medicaid, are complex
and subject to varying interpretation. As a result of investigations by governmental agencies, various
health care organizations have received requests for information and notices regarding alleged
noncompliance with those laws and regulations, which, in some instances, have resulted in
organizations entering into significant setflement agreements. Compliance with such laws and
regulations may also be subject to future government review and interpretation as well as significant
regulatory acticn, including fines, penalties, and potential exciusion from the related programs. There
can be no assurance that regulatory authorities will not challenge the Combined Subsidiaries’
compliance with these laws and regulations, and it is not possible to determine the impact (if any) such
claims or penalties would have upon the Combined Subsidiaries. In addition, the contracts the
Combined Subsidiaries have with commercial payors also provide for retroactive audit and review of
claims.

Settlements with third-party payors for retroactive adjustments due to audits, reviews or investigations
are considered variable consideration and are included in the determination of the estimated
transaction price for providing patient care. These settlements are estimated based on the terms of the
payment agreement with the payor, correspondence from the payor and the Combined Subsidiaries’
historical settlement activity, including an assessment to ensure that it is probable that a significant
reversal in the amount of cumulative revenue recegnized will not occur when the uncertainty associated
with the retroactive adjustment is subsequently resolved. Estimated settlements are adjusted in future
periods as adjustments become known (that is, new information becomes available), or as years are
settled or are no longer subject to such audits, reviews, and investigations.

Generally, residents who are covered by third-party payors are responsible for related deductibles and
coinsurance, which vary in amount. The Combined Subsidiaries estimate the transaction price for
residents with deductibles and coinsurance based on historical experience and current market
conditions. The initial estimate of the transaction price is determined by reducing the standard charge
by any contractual adjustments, discounts, and implicit price concessions. Subsequent changes to the
estimate of the transaction price are generally recorded as adjustments to resident service revenue in
the period of the change. Subsequent changes that are determined to be the result of an adverse
change in the resident’s ability to pay are recorded as credit loss expense.

The Combined Subsidiaries have determined that the nature, amount, timing and uncertainty of
revenue and cash flows are affected by the following factors:

- Payors (for example, Medicare, Medicaid, managed care or other insurance, patient) have
different reimbursement/payment methodologies

- lLength of the patient's service/episode of care

- Method of reimbursement (fee for service or capitation)

- The Combined Subsidiaries’ line of business that provided the service (for example, skilled
nursing, assisted living, independent living, etc.)

The Combined Subsidiaries have provided for final settlements with the Medicare program and with
Medicaid in the period the related services are rendered, and adjusts such estimates as final
settlements are determined.

See Independent Accountants’ Compitation Report
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Summatry of Significant Projection Assumptions and Accounting Policies

BACKGROUND AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fair Value of Financial Instruments

The carrying amount of cash and cash equivalents, assets limited as to use, accounts receivable, net,
and other current and long-term liabilities approximates their respective fair values.

Income Taxes

As C corporations, the Combined Subsidiaries are subject to corporate income taxes. Consequently,
the projected combined financial statements include a provision for income taxes and related liabilities.
The income tax expense and labilities are recorded at the combined subsidiary level and are not
allocated to the individual subsidiaries within these combined financial statements.

Use of Estimates

The preparation of the combined financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
" liabilities at the date of the combined financial statements. Estimates could also effect the reported
amounts of revenues and expenses during the Projection Period. Actual results could differ from those
estimates.

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

MANAGEMENT'S BASIS FOR PROJECTION OF REVENUES

Unless otherwise noted, assumptions are the same for all three Combined Subsidiaries

Facility Utilization

Management has projected the occupancies at NHC HealthCare, Tryon, LLC, NHC HealthCare,
Burlington, LLC and NHC HealthCare, Charlotte, LLC will be as follows during the Projection Period:

NHC HEALTHCARE - TRYON 2026 2027 2028 2029 2030
Average Occupied Units:
Independent Living 08 98 98 98 98
Assisted Living 17 17 17 17 17
Skilled Nursing 64 64 64 64 64
Available Units:
[nclependent Living 101 101 101 101 101
Assisted Living 18 18 18 18 18
Skilled Nursing 70 70 70 70 70
Average Independent Living Occupancy Percentage 97.0% 97.0% 97.0% 97.0% 97.0%
Average Assisted Living Cccupancy Percentage 94.4% 94. 4% 94.4% 94.4% 94.4%
Average Skilled Nursing Cecupancy Percentage 91.4% 91.4% 91.4% 91.4% 91.4%
NHC HEALTHCARE - BURLINGTON 2026 2027 2028 2029 2030
Average Occupied Units:
Independent Living 52 52 52 52 B2
Skilled Nursing 114 117 120 122 122
Available Units:
Independent Living 53 53 53 53 53
Skilled Nursing 160 160 160 160 160
Awverage Indspendent Living Occupancy Percentage 98.1% 98.1% 98.1% 98.1% 98.1%
Awverage Skilled Nursing Occupancy Percentage 71.3% 73.1% 75.0% 76.3% 76.3%
NHC HEALTHCARE - CHARLOTTE 2026 2027 2028 2029 2030
Average Occupied Units:
Independent Living 32 32 32 32 32
Skilled Nursing 141 141 141 141 141
Available Units:
Independent Living 33 33 33 33 33
Skilled Nursing 180 180 180 180 180
Average Independent Living Occupancy Percentage 97.0% 97.0% §7.0% 97.0% 97.0%
Average Skilled Nursing Occupancy Percentage 78.3% 78.3% 78.3% 78.3% 78.3%
Revenue

Patient service revenue includes revenue from residents residing in the nursing facility. Patient service
revenue and the payor mix are based upon historical experience for the Combined Subsidiaries. Patient
service revenue is assumed fo increase 4 percent annually throughout the Projection Period. The
Projection does not assume any third-party payor settlements throughout the Projection Period.

Apartment rents are based on historical expetience of the Combined Subsidiaries. Apartment rents are
assumed to increase 4.0 percent annually throughout the Projection Period.

See Independent Accountants’ Gom pilation Report
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Summary of Signiﬁcant Projection Assumptions and Accounting Policies

MANAGEMENT’S BASIS FOR PROJECTION OF REVENUES {CONTINUED)

Deposit amortization revenue is based on the expected turnover in units at the Combined Subsidiaries’
apartment complexes for the elderly. The expected turnover during the Projection Period is consistent
with the Combined Subsidiaries historical experience. Deposits for apartments range from $15,000 to
$30,000 depending on the size and location of the apartment. Deposits are assumed to be collected
equally throughout the year.

Investment income is projected based on available investment balances earning investment income at
a realized rate of 3.0 percent per year during the Projection Period.

Other revenue is expected to grow by 4.0 percent annually throughout the Projection Period.

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

MANAGEMENT’S BASIS FOR PROJECTION OF EXPENSES

Cost and Expenses

Management fees are charged to the Combined Subsidiaries by NHC/OP, LP in accordance with the
management agreement. Management fees are projected to be approximately $1,596,000 in 2026, and
are included within General and Administrative expenses. Management has projected management
fees to approximate 4.5 percent of operating revenue (excluding deposit amortization) throughout the
Projection Period.

Other costs and expenses for the years ending December 31, are projected based upon historical
operating expenses. Cost and expenses for subsequent years are being inflated 4.0 percent annually
throughout the Projection Period.

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

MANAGEMENT’S BASIS FOR PROJECTION OF OTHER ITENMS

Operating Reserve

North Carolina Statutory Operating Resetrve — Section 58-64A-245 of the General Statutes of North
Carolina, as amended, requires that all continuing care facilities maintain operating reserves equal to
50 percent of the total operating costs (as defined in Section 58-64A-245) for the 12-month period
related to the calculation. Once a continuing care facility achieves a 12-month daily average
independent living unit occupancy rate of ninety percent (90% or higher) a provider shall only be
required to maintain an operating reserve in an amount calculated using the table below, unless
otherwise instructed by the Commission.

Operating Reserve

Independent Living Unit Occupancy Percentage
Rate: Requirement
90% or above 25.00%

86% 10 89.9% 31.25%

83% to 85.9% 37.50%

80% to 82.9% 43.75%
Below 80% 50.00%

A provider who has a 12-month daily average independent living unit occupancy rate equal to or in
excess of ninety-three percent (93%) and has no long-term debt or a debt service coverage ratio in
excess of 2.00 as of the provider's most recent fiscal year-end shall only be required to maintain an
operating reserve equal to twelve and one-half percent (12.5%) of total operating costs of the
continuing care retirement community, unless otherwise instructed by the NCDOI.

As of the Combined Subsidiaries’ most recent fiscal year-end, there was no long-term debt.
Management has projected the average independent living occupancy to be in excess of ninety-three
percent (93%). In addition, Management has not projected the issuance of any long-term debt during
the Projection Period. As such, management has projected an operating reserve of 12.5% of the total
operating costs for each of the Combined Subsidiaries. Such operating reserves may only be released
upon approval of the North Carolina Commissioner of Insurance. Management has projected, based
on its projected occupancies, meeting the 12.5 percent operating reserve requirement for all years of
the Projection Period; however, Management has maintained an operating reserve at 25.0 percent of
operating reserve for purposes of the Projection.

The operating reserves for the Combined Subsidiaries are projected as follows:

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

MANAGEMENT'S BASIS FOR PROJECTION OF OTHER ITEMS

NHC HEALTHCARE - TRYON

2026

2027

2028

2029

2030

Total Projected Operaling Expenses:
Projected SNF Expense
Projected Apartment Expense

Total Projected Depreciation Expense:
Projected SNF Depraciation
Projected Apartment Depreciation

Total Patient Days - SNF

Tetal Patiert Days Alftributable tc Apariment Residents

% of SNF Patient Days Atfributable to Apartmeant Residents
% of SNF Days Atfributable fo SNF Only Residents

Caloulation of Excluded SNF Expenses
Caloulation of Included SNF Expenses

Calculation of Included SNF Depreciation
Expanses Subject to DOI Approvad Cperating Reserve

Cperating Reserve Percentage

Projected Reserve Reguirament

Projected Occupancy as of Year End

See Independent Accountants’ Compilation Report

$ 9418020 $ 9,789,005

$ 10,172,856 $ 10,571,850 $ 10,986,684

2,166,697 2,251,612 2,339,882 2,431,855 2,527,072
11,586,617 12,040,707 12,512,737 13,003,505 13,513,756
242,432 248,239 254,185 260,310 266,618
341,742 349,928 358,310 366,942 375,835
584,174 598,167 612,495 827,252 642 453
23,250 23,250 23,250 23,250 23,250
462 462 462 452 462
1.99% 1.99% 1.99% 1.99% 1.99%
98.01% 98.01% 98.01% 98.01% 98.01%
9,232,464 9,594,292 9,970,415 10,351,470 10,768,049
187,456 194,803 202,440 210,380 218,635
4,824 4,940 5,058 5,180 5,306
2,007,587 2,091,547 2,178,954 2,256,913 2,364,566
25% 25% 5% 25% 25%
$ 501,897 § 522887 % 544730 § 557,478 § 591,142
97.0% 97.0% 97.0% 97.0% 97.0%
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Summary of Significant Projection Assumptions and Accounting Policies

MANAGEMENT'S BASIS FOR PROJECTION OF OTHER ITEMS (continued)

Operating Reserve (continued)
NHG HEALTHCARE - BURLINGTON 2026 2027 2028 2029 2030

Total Projected Operating Expenses:

Projected SNF Expense $ 14755845 $ 15238861 $ 15838157 § 18,461,307 $ 17,100,260
Projected Apartment Expense 1,144,850 1,182,325 1,228,823 1,277,170 1,327,443

15,900,695 16,421,186 17,066,980 17,738,477 18,436,703

Totsl Projected Depreciation Expeanse:

Projected SNF Dsepreciation 407,578 415,885 424 882 434,139 443,674
Projected Apartment Depreciation 181,407 185,109 188,110 193,230 197,474
588,983 601,004 613,002 627,369 641,148

Total Patient Days - SNF 41,610 42,705 43,800 44,530 44,530
Total Patient Days Attributable to Apariment Residents 155 155 155 1565 155
% of SNF Patient Days Attributable to Apartment Residents 0.37% 0.26% 0.35% 0.35% 0.35%
% of SNF Days Affributabla o SNF Only Residents 99.63% 99.64% 99.65% 99.65% 99.65%
Calculation of Excluded SNF Expenses 14,701,248 18,184,001 15,782,723 16,403,602 17,048,378
Caloulation of Included SNF Expenses 54,597 54,860 55,434 57,615 59,882
Calculation of Included SNF Depreciation 1,508 1,457 1,487 1,518 1,583
Expenses Subjact to DOl Approved Operating Resene 1,016,532 1,080,579 1,093,660 1,140,036 1,188,208
Operating Resene Percantage 25% 25% 26% 25% 25%
Projected Resene Requirement 3 254,133 § 262,645 § 273415 ¢ 285,000 § 297,075
Projected Occupancy as of Year End 98.1% 98.1% 98.1% 98.1% 98.1%

NHC HEALTHCARE - CHARLOTTE 2026 2027 2028 2029 2030

Tolal Projected Operating Expensas:
Projected SNF Expense $ 16,063,933 § 16,697,835 § 17,357,512 § 18,043,482 $ 18,755,797
Projected Apartment Expense 721,786 750,268 779,909 810,731 842,782
16,785,719 17,448,103 18,137,421 18,854,213 19,599,579

Total Projected Depreciation Expense:

Prejected SNF Depreciation 344,317 351,197 358,687 366,401 374,347
Projected Apariment Depreciation 107,542 108,692 112,031 114,440 116,922
451,859 460,889 470,718 480,841 491,269

Total Patient Days - SNF 51,517 51,517 51,517 51,517 51,517
Total Patient Days Attributable to Apartment Residents - - - - -
% of SNF Patient Days Afiribuiable to Apartment Residents 0.00% 0.00% 0.00% 0.00% 0.00%
% of SNF Days Aftributable to SNF Only Residents 100.00% 100.00% 100.00% 100.00% 100.00%
Calculation of Excluded SNF Expenses 16,063,933 16,897,835 17,357,512 18,043,482 18,756,797

Caleulation of Included SNF Expanses - - - - -

Cafculation of Included SNF Depreciation - - - - -

Expenses Subject to DOl Approved Operating Reserve 514,244 640,576 667,878 695,291 725,860
Cperating Reserve Percentage 25% 25% 25% 25% 25%
Projected Reserve Requiremant 3 153,561 % 160,144 % 166,970 § 174,073 § 181,465
Projected Occupancy as of Year End 97.0% 97.0% 97.0% 97.0% 97.0%

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

MANAGEMENT’S BASIS FOR PROJECTION OF OTHER ITEMS {continued)

The total operating reserve is funded with cash and cash equivalents, debt securities and equity
investments held by the Combined Subsidiaries and NHC/OP, LP and its wholly-owned subsidiaries.
These assets are restricted and cannot be used without approval by the North Carolina Department of
Insurance.

Intercompany Accounts

Accounts due to affiliates and due from affiliates have been adjusted throughout the Projection Period
as a result of projected activity of operations and to maintain a minimum operating cash bhalance of
$150,000.

Commitments and Contingencies

Management does not assume that there will be any claims on the Combined Subsidiaries for the
Projection Period relating to its self-insurance for professional and general liability coverage or workers’
compensation plan in excess of its annual historical insurance expenses.

Current Assets and Current Liabilities
Cash and Cash Equivalents

Cash and cash equivalents for the Projection Period is projected to maintain a minimum operating cash
balance based upon recent historical experience of each of the Combined Subsidiaries.

Accounts Receivable, Net

Accounts receivable, net is projected based upon historical levels throughout the Projection Period that
approximate the historical days of operating revenues for each of the respective Combined
Subsidiaries.

Other Current Assets
Other current assets are projected based on historic levels throughout the Projection Period.

Accounts Payable

Accounts payable is projected based upon historical levels throughout the Projection Period that
approximate the historical days of operating expenses, net of depreciation, for each of the respective
Combined Subsidiaries.

Accrued Wages and Other Liabilities

Accounts wages and other liabilities is projected based upon historical levels throughout the Projection
Period that approximate the historical days of operating expenses, net of depreciation, for each of the
respective Combined Subsidiaries.

Members’ Equity

Members’ Equity represents the fair value of the property and equipment recorded upon acquisition.
Management has not projected any change in the fair vaiue of the property and equipment during the
Projection Period.

See Independent Accountants’ Compilation Report
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m CliftonLarsonAllen LLP
A CLAconnect.com

INDEPENDENT ACCOUNTANTS’ COMPILATION REPORT ON
SUPPLEMENTAL INFORMATION

Board of Directors
NHC/OP, LP
Spartanburg, South Carolina

Our report on our compilation of the basic projected combined financial statements of NHC HealthCare,
Tryon, LLC, NHC HealthCare, Burlington, LLC, and NHC HealthCare, Charlotte, LLC, as of and for the
years ending December 31, 2026 through 2030 appears on Page 1. The accompanying supplemental
information on Pages 21-32 is presented for purposes of additional analysis and is not a required part
of the basic projected combined financial statements. Such information is the responsibility of
management. Such information has been subjected to the compilation procedures applied in the
compilation of the projected combined financial statements. We have not audited or reviewed the
supplementary information and do not express an opinion, a conclusion, nor provide any assurance on
such information.

Z%xlwz% L7

CliftonLarsonAllen LLP

Charlotte, North Carolina
August 27, 2026

CLAglobal.com/disclaimer
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NHC HEALTHCARE, TRYON, LLC
PROJECTED BALANCE SHEETS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
DECEMBER 31, 2026 THROUGH 2030

2028 2027 2028 2029 2030
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents $ 50,000 § 50,000 % 50,000 $ 50,000 $ 50,000
Accounts Receivable 455,157 473,363 492 287 511,989 532,469
Other Current Assets 56,811 68,815 70,879 73,005 75,195
Total Current Assets 571,568 592,178 613,176 634,994 657,664
ASSETS LIMITED AS TO USE - OPERATING RESERVE 501,897 522,887 544 739 667,478 591,142
PROPERTY AND EQUIPMENT 15,876,638 16,254,538 16,643,878 17,044,898 17,457,849
Less: Accumulated Depreciation 1,477,431 2,075,598 2,688,003 3,315,345 3,057,798
Property and Equipment, Net 14,389,107 14,178,940 13,055,785 13,729,663 13,500,151
Total Assets $ 16,472,972 $ 15,204,006 $ 15,113,700 § 14,632,026 § 14,748,957
2026 2027 2028 2029 2030
LIABILITIES AND SHAREHOLDER'S EQUITY
CURRENT LIABILITIES
Accounts Payabla $ 150,718 § 166,747 $ 163,017 § 160,538 $ 176,319
Accrued Wages and Cther Liabilities 512,443 532,940 554,258 576,428 509,485
Intercompany Accounts Payable 13,799,473 13,018,963 12,203,487 11,351,526 10,461,504
Total Current Liabilities 14,462,634 13,708,850 12,920,762 12,097,492 11,237,308
DEFERRED CREDITS
Unearred Deposit Revenue - Nonrefundable 411,681 407,547 372,659 303,591 222,382
Unearned Deposit Revenue - Refundable - - - - -
Deposits on Apartments 133,500 133,500 133,600 133,500 133,500
Total Deferred Credits 545,181 541,047 506,059 437,091 355,882
LONG-TERM DEBT - - - - -
TFota! Liabilities 15,007,815 14,249,697 13,428,821 12,534,683 41,593,190
SHAREHOLDER'S EQUITY (DEFICIT)
Retained Earnings 485,157 1,044,308 1,686,879 2,397,442 3,155,767
Total Sharcholder's Equity 465,157 1,044,308 1,586,879 2,397 442 3,165,767
Total Liabilities and Sharehclder's Equity § 15,472,972 % 15,264,005 § 15113,700 $ 14,032,025 § 14,748,957

See Independent Accountants’ Compilation Report on Supplemental Information
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REVENUES
Net Patient Senice Revenue
Apartment Rents
Deposit Amortization
Investment Income
Other Revenue
Total Revenues

EXPENSES
Nursing Senices
Ancillaries
Dietary Expenses
Social Sendces
Activitias
Medical Records
Laundry and Linen
Heousekeeping
Facility Operations and Mainienance
Depreciation
Taxes and Insurance
Emplayes Benefits
General and Administrative

Total Expenses

Net Income

NHC HEALTHCARE, TRYON, LLC
PROJECTED STATEMENTS OF OPERATIONS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

20268 2027 2028 2028 2030
§ 10,083,522 § 10,466,062 $ 10,884,704 § 11,320,002 $ 11,772,886
1,800,167 1,872,173 1,047,080 2,024,943 2,105,940
224,487 262,054 303,226 347,034 371,334
8,278 16,557 17,187 17,842 18,624
2,808 3,012 3,132 3,257 3,387
12,099,350 12,618,858 13,156,308 13,714,068 14,272,081
4,357,421 4,531,718 4,712,987 4,801,507 5,097,567
967,378 1,008,071 1,046,314 1,088,167 1,131,694
1,409,107 1,466,471 1,524,000 1,585,054 1,648,486
164,471 171,050 177,892 185,008 192,408
134,033 139,384 144,970 150,769 156,800
31,179 32,426 33,723 35,072 36,475
168,284 175,026 182,027 189,308 196,880
379,251 324,421 410,198 426,606 443,670
938,778 976,329 1,016,382 1,058,997 1,008,237
584,174 598,167 512 495 527,252 842,453
288,831 300,384 312,399 324,885 337,891
625,673 650,700 676,728 703,797 731,948
1,538,029 1,599,550 1,663,532 1,730,073 1,799,276
11,586,617 12,040,707 12,512,737 13,003,505 13,513,758
3 512,733 § 679,161 § 642,571 § 710,663 $ 758,325

See Independent Accountants' Compilation Report on Supplementaf Information
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NHC HEALTHCARE, TRYON, LL.C

PROJECTED STATEMENTS OF SHAREHOLDER’S EQUITY (DEFICIT)

ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

BALANCE, DECEMBER 31, 2025
Net Income

Distributicns to Shareholder
BALANCE, DECEMBER 31, 2026
Net Income

Distributicns to Sharehclder
BALANCE, DECEMBER 31, 2027
Net Income

Distributions to Sharehclder
BALANCE, DECEMBER 31, 2028
Net Income

Distributions to Shareholder
BALANCE, DECEMBER 31, 2029
Net Income

Distributions to Sharsholder

BALANCE, DECEMBER, 31, 2030

Common
Stock

Retained
Earnings

Members'
Equity

Tatal
Shareholder's
Equity

-8

{47,576 &
512,733

$  (47,576)
512,733

485,157
579,151

465,157
579,181

1,044,308
642,571

1,044,308
842,571

1,686,879
710,563

1,686,879
710,563

2,397,442
758,325

2,397,442
768,326

$

3,155,767 $

$ 3,155,767

See Independent Accountants’ Compilation Report on Supplemental Information
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NHC HEALTHCARE, TRYON, LLC

PROJECTED STATEMENTS OF CASH FLOWS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

CASH FLOWS FROM OPERATING ACTIVITIES
Net Loss
Adjustments to Reconcile Net Loss to Net Cash
Provided by Cperating Activities:
Depreciation
Deposit Amortization
Deposit Receipts
Change in Current Assets:
Accounts Receivable

Other Current Assets
Intercompany Accounts Receivable
Ghanga in Current Liabilities:
Accounts Payable
Intercompany Accounts Payable
Accrued Wages and Other Liabilities
Net Gash Provded by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment
Net Change in Assets Limited as to Use - Operating Resene
Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Distributicns to Shareholder
Net Cash Used in Financing Acthties

NET INCREASE IN CASH AND CASH
EQUIVALENTS

Cash and Cash Equivalents - Beginning of Yaar

CASH AND CASH EQUIVALENTS - END OF YEAR

2026 2027 2028 2029 2030
$ 512733 § 579151 § 542571 $ 710,563 § 758,325
584,174 508,167 612,495 627,252 642,453
(224,487) (262,054) (303,225) (347,934) (371,334)
248,000 267,920 268,237 278,986 280,125
(39,574) {18,206) {18,934) (19,692) {20,480
(1,946) {2,004 {2,064 (2,126) {2,190}
765,191 - - - -
23,718 6,020 8,270 6,621 6,781
{1,543,151) {780,510) {815,476) (861,961) {890,022)
(2,328) 20,407 21,318 22,170 23,057
322,330 308,080 411,192 473,750 436,715
(283,500) (378,000} (369,340) {401,020) {@13,061)
5,989 (20,000) (21,852} (22,739) {23,664)
(274,511 {398,900) @11,192; (433,759) {436,715)
47,819 . - - -
2,181 50,000 50,000 50,000 50,000
$ 50000 § 50000 $ 50000 $ 50,000 $ 50,000

See Independent Accountants’ Compilation Report on Supplemeantal Information
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NHC HEALTHCARE, BURLINGTON, LLC
PROJECTED BALANCE SHEETS

ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Acceunis Recelvable
Other Current Aszets
Total Current Assets

ASSETS LIMITED AS TO USE - OPERATING RESERVE

PROPERTY AND EQUIPMENT
Less: Accumulatad Depreciation
Property and Equipment, Net

Total Assets

LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Wages and Other Liabilities
Intercompany Accounts Payable
Total Current Liabilities

DEFERRED CREDITS
Unearned Deposit Revenue - Nonrefundable
Unearned Deposit Revenue - Refundabla
Deposits on Apartments
Total Deferred Credits

LLONG-TERM DEBT
Total Liabilities
SHAREHOLDER'S EQUITY

Retained Eamings
Total Shareholder's Equity

Total Liabilities and Shareholder's Equity

See Independent Accountants’ Compilation Report on Supplemental [nfermation

DECEMBER 31, 2026 THROUGH 2030

2026 2027 2028 2029 2030
$ 50,000 % 50,000 § 50,000 % 50,000 $ 50,000
1,123,585 1,168,528 1,215,270 1,263,881 1,314,436
117,856 121,186 124,822 128,567 132,424
1,291,241 1,338,715 1,380,002 1,442,448 1,496,860
254,133 262,645 273415 285,009 287,075
19,878,184 20,304,184 20,742,964 21,194,907 21,660,408
1,488,142 2,080,145 2,708,138 3,330,507 3,971,655
18,380,042 18,215,038 18,039,826 17,564,400 17,688,753
$ 19,835416 § 19,817,308 § 19,703,333 § 19,501,857 § 10,482,688
2026 2027 2028 2028 2030
$ 209,749 $ 216,715 § 225383 § 234,309 § 243775
838,608 866,859 901,534 037,696 975,009
17,850,778 17,572,424 17,273,543 15,968,729 16,626,816
18,809,525 18,655,998 18,400,480 18,130,723 17,845,890
210,623 205,917 186,630 147,822 104,000
8,000 8,000 8,000 8,000 8,000
218,623 213,817 193,530 155,822 112,000
16,118,148 18,860,918 18,693,990 18,286,545 17,857,600
817,268 947,483 1,109,343 1,305,312 1,524,008
817,268 947,483 1,108,343 1,308,312 1,524,098
$ 19,935416 § 19,817,308 $ 19,703,333 § 19,691,867 $ 19,482,688

(25)



REVENUES
Patient Senice Revanua
Apariment Rents
Deposit Amortization
Investment Income
Total Revenues

EXPENSES
Nursing Senices
Ancillaries
Dietary Expenses
Social Senices
Activities
Medical Records
Laundry and Linen
Heousskeeping
Facility Operations and Maintenance
Depreciation
Taxes and Insurance
Employes Benedits
General and Administrative

Total Expenses

Net Income

See Independent Accountants’ Compilation Report on Supplemental Information

NHC HEALTHCARE, BURLINGTON, LLC

PROJECTED STATEMENTS OF OPERATIONS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

2026 2027 2028 2029 2030
$ 14,603,014 $ 15,281,671 $ 15802,938 $ 16,628,656 § 17,189,801
1,079,496 1,122,676 1,167,683 1,214,288 1,262,857
118,811 137,930 158,040 181,803 193,681
4,562 9,124 §,379 9,702 10,050
15,896,783 16,551,401 17,228,840 17,934,446 18,656,380
7,123,374 7,408,308 7,704,841 8,012,827 8,333,340
1,018,643 1,059,389 1,101,765 1,145,836 1,191,669
1,419,238 1,476,008 1,535,048 1,508,450 1,660,308
169,213 207,182 215,460 224,088 233,062
189,264 106,835 204,708 212,808 221,412
66,043 69,309 72,084 74,964 77,963
242,333 252,026 262,107 272,50 283,495
508,525 526,786 547,857 569,771 592,562
1,044,833 1,088,626 1,130,001 1,175,295 1,222,307
588,083 601,004 613,992 627,369 641,148
281,577 292,840 304,554 316,736 329,406
960,327 908,740 1,038,690 1,080,238 1,123,448
2,258,742 2,246,132 2,336,977 2,420,416 2,626,593
15,900,895 16,421,186 17,066,980 17,738,477 18,436,703
§ (3.912) $ 130,215 & 181,860 $ 195,968 § 219,686
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BALANCE, DECEMBER 31, 2025
Net Incormne

Distributions to Shareholder
BALANCE, DECENMBER 31, 2026
Net Income

Distributions to Shareholder
BALANCE, DECEMBER 31, 2027
Net Income

Distributicns to Shareholder
BALANCE, DECEMBER 31, 2028
Net Income

Distributions tc Sharsholder
BAILLANCE, DECEMBER 31, 2029
Net Income

Distributions tc Sharehclder

BALANGE, DECEMBER 31, 2030

NHC HEALTHCARE, BURLINGTON, LLC
PROJECTED STATEMENTS OF SHAREHOLDER’S EQUITY
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

Total .
Common Retained Members' Sharsholder's
Siock Earnings Equity Equity
$ 821,180 § - § 821,180
(3,912} (3,812)
817 268 817,268
130,215 130,215
947,483 947,483
161,880 161,860
1,109,343 1,109,343
195,959 196,969
1,305,312 1,305,312
219,686 219,685
3 1,624,898 $ - $ 1,624,998

See Independent Accountants' Compilation Report on Supplemental Information
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NHC HEALTHCARE, BURLINGTON, LLC
PROJECTED STATEMENTS OF CASH FLOWS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

2026 2027 2028 2029 2030

CASH FL.LOWS FROM QOPERATING ACTIVITIES
Net Income $ 3,912y § 130,215 § 161,860 § 165,969 $ 219,688

Adjustments to Reconcile Net Income io Net Cash
Provided by Cperating Activties:

Dapreclation 588,983 501,004 613,992 627,369 641,148
Deposit Amortizaticn {118,811) (137,930) (158,040) {181,803} (193,681)
Deposit Recelpts 128,100 153,224 138,653 144,085 149,852
Change in Current Assets:
Accounts Receivable 6,424 (44,944) {48,741} (48,811) (50,555)
Interccmpany Accounts Receivable 516,451 - - - -
Other Current Assets (3,427) (3,530) (3,636) (3,745) (3,857)
Change in Current Liabilities:
Accounis Payable 56,695 6,966 8,868 9,016 9,376
Intercompany Accounts Payable (819,999) (278,354) (298,881) (314,814} (331,913)
Accrued Wages and Other Liabilities 12,833 27,861 34,675 36,061 37,504
Net Cash Provided by Cperating Activities 363,337 434,512 449,550 463,537 477,567
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment (319,500} {426,000) (438,780) (4561,943) (465,501)
Net Change In Assets Limited as to Use - Operating Reserve 1,310 (8.512) (10,770) {11,594) (12,066}
Net Cash Used in Investing Activities (318,120) (424,512} (448,550) (463,537) (477,567}

CASH FLCWS FROM FINANCING ACTIVITIES
Distributions to Shareholder - - .
Net Cash Used in Financing Activities - B -

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 45,147 - - - -
Cash and Cash Equivalents - Beginning of Y aar 4,853 50,000 50,000 50,000 50,000
CASH AND CASH EQUIVALENTS - END OF YEAR $ 50,000 § 50,000 § 50,000 3 60,000 § 50,000

See Independent Accountants’ Compilation Report on Supplemenial Information
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NHC HEALTHCARE, CHARLOTTE, LLC

PRQJECTED BALANCE SHEETS

ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
DECEMBER 31, 2026 THROUGH 2030

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Accounts Recelvable
Intercompany Accounts Receivable
Other Current Assets
Tetal Current Assets

ASSETS LIMITED AS TO USE - OPERATING RESERVE

PROPERTY AND EQUIPMENT
Less: Accumulated Depreciation
Property and Equipment, Net

Total Assets

LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Wages and Other Liabilities
Intercompany Accounts Payable
Total Current Liabliities

DEFERRED CREDITS
Uneamed Deposit Revenue - Nonrefundable
Uneamed Deposit Revenue - Refundabfe
Depasits on Apartments
Total Deferred Credits

LONG-TERM DEBT
Total Liabilities
SHAREHOLDER'S EQUITY
Retained Earnings

Total Shareholder's Equity

Total Liabilities and Shareholder's Equity

2026 2027 2028 2029 2030
$ 50,000 3 50,000 § 50,000 § 50,000 § 50,000
1,673,302 1,740,234 1,809,843 1,882,237 1,867,526
- - - - 3,728,327
123,217 126,914 130,721 134,643 138,682
1,846,519 1,917,148 1,090,564 2,066,880 5,874,536
153,561 160,144 166,970 174,073 181,465
20,149,413 20,575,413 21,014,193 21,456,138 21,931,637
1,008,817 1,559,706 2,080,424 2,611,265 3,002,534
18,050,596 19,015,707 18,083,769 18,654,871 18,929,103
$ 21,060,676 § 21,002,009 $ 21,141,303 $ 21,195,824 § 24,985,103
$ 358002 $ 372322 § 387215 $ 402704 § 418,812
871,255 698,105 726,029 756,070 785,273
12,215,939 8,467,525 4,564,903 501,802 -
13,245,196 9,637,952 5,678,147 1,669,576 1,204,085
14,708 17,649 18,025 15,648 12,115
836 836 838 536 836
15,544 18,485 18,862 16,482 12,8581
13,260,740 9,658,437 5,697,009 1,676,068 1,217,036
7,789,936 11,538,562 15,444,204 19,619,766 23,768,067
7,789,936 11,536,562 15,444,294 19,619,766 23,768,067
$ 21,060,676 § 21,002,999 $ 21,141,303 $ 21,185824 §$ 24,985103

See Independent Accountants' Compilation Report on Supplementat Informaticon
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ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

NHC HEALTHCARE, CHARLOTTE, LLC
PROJECTED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

REVENUES
Patient Senice Revenue
Apartment Rents
Deposit Amortizaiion
Imesiment Income
Other Ravenus
Total Revenues

EXPENSES
MNursing Sendces
Ancillarias
Dietary Expenses
Soclal Senices
Activitles
Medical Records
Laundiry and Linen
Housekeeping
Facility Operations and Maintenance
Depreciation
Taxes and Insurance
Employee Benefits
General and Adminisirathe

Total Expenses

Net Income

See Independent Accountants' Compilation Report on Supplemental Information

2026 2027 2028 2029 2030
$ 19,830,031 $ 20,623,232 $ 21,448,162 $ 22,306,089 § 23,108,332
527,508 548,608 570,652 593,374 617,108
12,682 15,779 19,092 22,628 24,589
3,063 6,107 6,304 6,500 6,722
964 1,003 1,043 1,085 1,128
20,374,248 21,194,729 22,045,153 22,929,685 23,847,880
7,833,995 8,147,355 8,473,249 8,812,179 9,164,666
1,658,306 1,724,638 1,793,624 1,865,369 1,939,984
1,514,438 1,576,018 1,838,017 1,703,538 1,771,680
178,126 186,251 192,661 200,367 208,382
159,260 166,630 172,255 179,145 186,311
35,584 36,976 38,455 39,063 41,503
234,899 244,295 254,067 264,230 274,799
482,523 501,824 521,897 542,773 564,484
917,700 954,408 992,584 1,032,288 1,073,680
451,869 460,889 470,718 480,841 491,259
313,402 325,038 338,976 352,535 366,637
686,853 714,327 742,90C 772,616 803,621
2,318,804 2,411,556 2,508,018 2,608,339 2,712,673
16,786,719 17,448,103 18,137,421 18,854,213 19,699,679

§ 3,688,629 $ 3,745,628

$ 3,007,732 $ 4,075472 $ 4,248,301
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BALANCE, DECEMBER 31, 2025

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 31, 2026

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 31, 2027

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 31, 20628

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 31, 2029

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 31, 2030

NHC HEALTHCARE, CHARLOTTE, LLC
PROJECTED STATEMENTS CF SHAREHOLDER’S EQUITY
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

Total

Common Retained Members' Shareholder's
Stock Earnings Equity Equity

- § 4,201,407 § - $ 4,201,407

- 3,588,529 - 3,588,529

- 7,789,936 - 7,789,936

- 3,746,626 - 3,746,626

- 11,536,562 - 11,536,562

- 3,907,732 - 3,907,732

- 15,444,204 - 15,444,294

- 4,075,472 - 4,075,472

- 19,519,766 - 19,519,766

- 4,248,301 - 4,248,301

- § 23,768,067 $ - $ 23,768,087

See Independent Accountants’ Compilation Report on Supplemental Information
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NHC HEALTHCARE, CHARLOTTE, LLC
PROJECTED STATEMENTS OF CASH FLOWS

ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to Recencile Net Income to Net Cash
Provided by Operating Activities:
Depreciation
Deposit Amortization
Deposit Receipts
Change in Current Assets:
Accounts Receivable
Intercompany Accounts Receihvable

Other Current Assels
Change in Current Liabilities:
Accounts Payable
Intercompany Accounts Payable
Accrued Wages and Other Liabilities
Net Cash Provided by Operafing Acthvities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment
Net Change in Assets Limited as to Use - Operating Reserve
Net Cash Used in Investing Activitios
CASH FLOWS FRCM FINANCING ACTIVITIES
Distributions to Shareholder
Net Cash Used In Financing Activities
NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and Cash Equivalents - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR

2026

2027

2028

2029

2030

$ 3,688,629 $ 3746628 $ 3,007,732 $ 4075472 % 4,248,301

451,859 460,889 470,718 480,841 491,269
{12,592) {16,779) (19,082) {22,528) (24,589)
18,000 18,720 19,468 20,248 21,088
418,733 {66,932) (69,609) {72,394) (75,289)
{4,273,980)  (3,748,414)  (3,902,622)  (4,063,101)  (4,230,129)
(3,580) (3,607) (3,307) (3,922) {4,039)
153,456 14,320 14,893 15,489 16,108
{113,559) 26,850 27,924 29,041 30,203
226,757 432,583 245,606 459,046 472,893
(319,500) (426,000) (438,780) (451,943) (465,501)
137,644 {6,563) {8,826) {7,103) {7.392)
(181,856) {432, 583) {445,608) {459,046) {472,833)
44,901 - - - -
5,009 50,000 50,000 50,000 60,000

$ 50000 § 50000 § 50,000 $ 50000 $ 50,000

See Independent Accountants’ Compilation Report on Supplementzal Information
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White Oak Manor- Tryon, Benson Hall, and WOV, Inc.

ASSETS
CURRENT ASSETS

Cash and Cash Equivalents
Accounts Receivable, Net
Allowance for Credit Losses
Intercompany Receivable
Other Current Assets

Total Current Assets

ASSETS LIMITED AS TO USE - OPERATING
PROPERTY AND EQUIPMENT
Less: Accumulated Depreciation

Property and Equipment, Net

Total Assets

Comparison - Year Ended December 31, 2025

LIABILITIES AND SHAREHOLDER'S EQUITY (DEFICIT)

CURRENT LIABILITIES
Accounts Payable
Accrued Wages and Other Liabilities
Intercompany Accounts
Asset Retirement Obligation
Total Current Liabilities

DEFERRED CREDITS
Unearned Deposit Ravenue - Nonrefundable
Unearned Deposit Revenue - Refundable
Deposits on Apartments
Total Deferred Credits

LONG-TERM DEBT
Total Liabilities

SHAREHOLDER'S EQUITY (DEFICIT)
Retained Eamnings (Deficit)
Members' Equity
Total Shareholder's Equity (Deficit)

Total Liabilities and Sharsholder's Equity (Deficit)

Forecasted Balance Sheets
2025 2025
Actual Forecast Variance % Variance
5 2,181 B 650,000 5 (647,819) -100% A
484 646 605,048 (120,403) -20% B
(69,063) (18,635) (50,428) 271%
765,191 - 765,191 100% C
64,865 65,522 (657) -1%
1,247,820 1,301,936 e
RESERVE 510,886 497,975 12,911 3%
15,593,036 15,187,222 405,814 3%
893,255 845,552 47,703 6%
14,699,781 14,341,670
s 16458487 s 114150 S N
Actual Forecast Variance % Variance
$ 127.000 $ 148,262 (21,262) -14%
514,771 207,567 307,204 148% D
- 1,057,843 (1,057,843) -100% E
- - - 0%
oo
388,168 331,193 56,975 17%
- - 0%
133,500 137,500 (4,000) -3%
7576 wsor NN
15,342,624 14,241,618 1,101,006 0%

Out of balance check -

Materiality Threshold - variance is greater than 10% and $100,000

A) Cash balances were adjusted to reflect actual facility-level balances at year-en

prior year, before these adjustments. White Oak facilities use zero-balance accounts, with all cash held at corporate.

d. The forecast was based on how cash was recorded in the

B) Receivables at the close of fiscal year 2024 were higher due to NHC's acquisition of White Oak and the related transition activities. The

forecast assumes receivables will increase with

rate increases.

C & E) CMS/Palmetto GBA was still processing the Change of Ownership (CHOW/855). Until the CHOW was pracessed and approved,

banking information could not be updated. Payments continued to be sent

to White Oak's former bank accounts and had to be transferred

manually. This balance represents the amount awaiting transfer at month-end: these timing-related balances are difficult to forecast.

D) Accrued wages were higher than forecast due to the timing of pay dates. The number of accrued days was 8 in 2024 compared with 21 in

2025. This unusual difference was not reflected

in the forecast.



White Oak Manor- Tryon, Benson Hall, and WOV, Inc.
Comparison - Year Ended December 31, 2025
Forecasted Statements of Cash Flows

CASH FLOWS FROM OPERATING ACTIVITIES
Net income {loss)
Adjustments to Reconcile Net Income to Net Cash
Provided (Used) by Operating Activities:
Depreciation
Deposit Amartization
Deposit Receipts
Change in Current Assets:
Accounts Receivable
Other Current Assets
Intercompany Accounts Receivable
Change in Current Liabilities:
Accounts Payable
Intercompany Accounts Payable
Accrued Wages and Other Liabilities
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment
Net Change in Assets Limited as to Use - Operating Reserve
Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Net change in intercompany Accounts
Net Cash Used in Financing Activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash and Cash Equivalents - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR

Materiality Threshold - variance is greater than 10% and $100,000

2025 2025
Actual Forecast Variance % Variance
s (esass) s oz [AEEEEEEN RN
655,535 607,489 48,046 8%
(229,033) (168,000) (61,033) 36%
310,000 217,200 92,800 43%
159,505 (99,842) 259,347 -260%
9,071 (1,908) 10,979 -575%
142,202 = 142,202 100%
(94,928) 157,051 (251,979) -160%
2 E - 0%
349,166 41,961 307,205 732%
1,033,070 sso677 S TR
(1,013,161) (607,000) (406,161) 67%
(500,000) (497,975) (2,025) 0%
(1513,161) aiose7s) .
1,384,996 2,107,022 722,026) -34%
904,905 (s56200) NN NENENEN
(902.724) @272 N NN
$ 2181 $ (1'457'022) ! !

1} Receivables at the close of fiscal year 2024 were higher due to NHC's acquisition of White Oak and the related transition activities. The

forecast assumes receivables will increase with rate increases.

J) CMS/Palmetto GBA was still processing the Change of Ownership (CHOW/855). Until the CHOW was processed and approved, banking
information could not be updated. Payments continued to be sent to White Oak's former bank accounts and had to be transferred manually.
This balance reprasents the change in the amount awaiting transfer at month-end; these timing-related balances are difficult to forecast.

K) Accounts payable decreased from the prior year due to multiple factors. Year-end 2024 was five menths after the acquisition, when many
processes and new systems were still being implemented. Expenses remained consistent throughout the year, and adequate cash levels

allowed payments to be made on time.

L) Accrued wages were higher than forecast due to the timing of pay dates. The number of accrued days was 8 in 2024 compared with 21 in

2025. This unusual difference was not reflected in the forecast.

M

N



White Oak Manor- Tryon, Benson Hall, and WOV, Inc.
Comparison - Year Ended December 31, 2025

Forecasted Income Statement
2025 2025
Actual Forecast Variance % Variance
REVENUES
Net Patient Service Revenue $ 9,131,580 $ 9,210,014 5 (78,434) -1%
Apartment Rents 1,804,004 1,789,533 14,471 1%
Deposit Amortization 233,033 168,000 65,033 39%
Investment Income 10,888 17,220 (6,334) -37%
Other Revenue 90,055 42,600 47,455 111%
Total Revenues 11,268,558 11,227,367
EXPENSES
Nursing Services 4,670,236 3,837 950 832,286 22% F
Ancillaries 827,628 761,423 66,205 9%
Dietary Expenses 1,337,210 1,347,790 (10,580) -1%
Sacial Services 163,096 126,790 36,306 29%
Activities 130,909 160,310 (29,401) -18%
Medical Records 30,343 45,390 (15,047) -33%
Laundry and Linen 161,586 186,550 (24,964) -13%
Housekeeping 375,091 415,430 (40,339) -10%
Facility Operations and Maintenance 798,911 790,850 8,061 1%
Depreciation 655,535 607 489 48,046 8%
fnterest Expense 72 - 72 0%
Taxes and Insurance 276,918 326,916 (50,000) -15%
Employee Benefits 626,707 1,169,760 (543,053) -46% G
General and Administrative 1,483,766 1,653,993 (170,227) -10% H
Total Expenses 11,538,006 11,430,641

OPERATING GAIN (LOSS) (268,448) o3274) D

NONOPERATING GAIN (LOSS)

Change in Unrealized Losses an Investments - - |
Other Nonoperating Gain -
Total Nonoperating Loss -
Net Loss (268,448) (203,274) |

Materiality Threshold - variance is greater than 10% and $1 00,000

F) The SNF has experienced staffing challenges for the past several years and ralied on staffing-agency personnel for mest of the year, add ing
at least $463,000 in costs. An assistant director of nursing was also added during the year, increasing costs by another $61,000. Additional
resources have been provided to the facility as part of a renewed affort to address thase staffing issues.

G) Expenses were lower than forecast due to fewer covered employees. In addition, NHC's insurance plan cost less than the legacy White Oak
policy used through 2024 as the basis for the foracast,

H) The forecast appears to have been based on a shortened year. Transition-related costs incurred during that period may have caused the
forecast to overstate ongaing costs.



Appendix C — Statement of Actuarial Opinion

[Placeholder - Insert Actuarial Opinion, if applicable]
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Appendix D — Representative Contract(s)

[Placeholder - Insert representative continuing care contract and continuing care at home
contract, if applicable]
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STATE OF NORTH CAROLINA ) APARTMENT RENTAL AGREEMENT

)
COUNTY OF MECKLENBURG ) (WITH NO INITIAL DEPOSIT)

THIS AGREEMENT, made and entered into as of the
day of , 20 ; by and

between NHC Healthcare Charlotte, LLC a corporation doing
business as Sharon Village Apartments hereinafter referred to as

“Cwner” and » a resident of the

State and County aforesaid, hereinafter referred to as
“Resgident,”
WITNESGSET H:

FOR VALUABLE CONSIDERATION, the receipt and sufficiency of
which the parties hereto acknowledge, and the full and faithful
performance of all terms, covenants and conditions herein
contained, the Owner hereby agrees to rent to the Resident, and
the Resident hereby agrees to rent from the Owner, Apartment No.

__+ located at Sharen Village, Charlotte, North Carolina
(hereinafter called the “premises,” “complex,” or “apartment
complex”) for Resident’s sole cccupancy, according to the
following terms, covenants, and conditions:

1. TERM. The term of this Agreement shall begin on the
day of , 20 r and end upon

the first of the following to occur:

(a} The last day of the month fellowing the Resident’s
death, or at such time thereafter as the Resident’s
belongings have been removed from the premises; or

(b} Resident’s default as hereinafter defined; or

(¢) Owner's having determined, and having given written
notification thereof, that the Resident:

(1) is socially incompatible with the Owner's
employees, other residents, or guests;

(ii) has demonstrated possible emctional instability;

1 Revised 04/16/25 kme



(d)

(e)

(iii)poses a risk to the life and well~being of
him/herself or others;

(iv) has destroyed, or attempted to destroy, property
belonging to the Owner, him/herself or others; or

(v) fails to fully comply with all terms and
provisions contained in this Agreesment; or

(vi) has acted in any other unreasonable fashion or
poses for the Owner, its employees, residents or
guests, any other unreasonable or unnecessary
risks; or

The last day of any month pPrior to which the Resident

has given to the Owner;

(i) In the event the Resident is tc be transferred,
based upon written medical certification, to a
hospital or to White Cak Manor - Charlotte
Nursing Center, at least ten (10) days priocr
written notice; or

(ii) In the event the Resident is to be transferred,
based upon written medical certification,
anywhere else, at least thirty (30) days prior
written notice; or

{iii)In the event the Resident is to be transferred
anywhere else, without written medical
certification, at least {60} sixty days prior
written notice; or

At such time as, if ever, the apartment is destroyed

by fire or other calamity, or if the apartment, or a

substantial porticn of the complex, is acquired

through condemnation proceedings, making it such,
under the circumstances, that the apartment is no

longer reasonably fit for its intended use.
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In the event the Resident is transferred as
provided in Paragraph (i) above, to a hospital, he/she
shall have sixty (60) days from date of transfer to
return to his/her apartment, and to have the within
Agreement remain in full force and effect, so long as
all terms, covenants and conditions herein contained,
including those pertaining to rental payments, have
been {and are then being) fully complied with.

In the event the Resident is transferred, as
provided in Paragraph (i) above, to White Cak Manor -
Charlotte Nursing Center, the Resident shall have
thirty (30) days from date of transfer to return to
nis apartment, and to have the within Agreement remain
in full force and effect, so long as all terms,
covenants and conditicns herein contained, including
those pertaining to rental payments, have been (and
are then being) fully complied with.

In the event that the Resident, upon being
transferred elsewhere as provided above, wishes to
again become a tenant of the Owner, after the within
Agreement has terminated, and is certified, in
writing, by a qualified physician, as being again able
to reside in the apartment complex, Owner agrees to
give the Resident, to the extent reasonable possible,
a priority as far as the next available apartment,
with retention deposits and rental rates to be those
then in effect, and a new Apartment Rental Agreement
to be entered into.

In the situations described in Paragraphs (i) and
{ii) above, the Owner may, but shall have no legal

duty to, waive the requirement regarding written
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notification based upon terms and conditions mutually
agreeable to both Owner and Resident.

If for any reason, a resident would be brecluded
from occupying a living unit in the facility under the
terms of the contract for continuing care, the
contract is automatically canceled and all monies will
be promptly refunded to the resident or their legal
representative within 30 days after the termination
date of the agreement.

TRANSFERS. A transfer fee may apply if you desire to
transfer from your current apartment to another. After 10
years of residency in the same apartment, a transfer fee
may be waived. A 50% transfer fee will apply if transfer
occurs within 5-10 years of residency. If request is made
prior to 5 years, 100% of the transfer fee will apply. An
exception to applying the transfer fee may apply if a
prearranged admission agreement signed by both parties
stipulates a desire to transfer to another specific
apartment within one year. The transfer fee is not a preset
cost but is based on cost to refurbish vacated apartment.
MARRIAGES. If a current resident{s) of Sharon Village
becomes married, the rent will increase based on the rent
schedules in effect ét that time for two persons. No
additional deposit is required and the balance outstanding
on any deposit(s) will continue to amortize in accordance
with each Resident’s original Rental Agreement. A new
Rental Agreement will be negotiated between Sharon Village
and the husband and wife as Residents. Cther than for
medical reasons there are no qualifying requirements for a
spouse to meet as a condition for entry. In the event the

Spouse does not medically qualify for admission, the
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agreement will terminate and alternate placement will be

required,
RENT. Resident agrees to pay monthly rental to the Owner

in the amount of » Said rent tec be payable in

advance on or before the first day of each month for which

due and owing, provided, however:

(a)

(b)

The rent for a partial month at the beginning of the
term shall be prorated;
Although the Qwner will attempt to keep rental
increases te a minimum, during any calendar year
fellewing the first full calendar year of this
Agreement, the Owner may, due to an increase in the
cost of operation, or for any other reason, upon
thirty (30) days prior written notice to the Resideht,
increase the monthly rental payable hereunder so long
as the sum of the increases in monthly rental during
any calendar year does not exceed the greater of:
(1) Six (6%) percent of the average monthly rental
during the preceding calendar year; or
(1i) An amount equal to the average monthly rental
during the preceding calendar year multiplied by
the percentage increase in the “Consumer Price
Index” figures for January and December of the
preceding calendar year, the Consumer Price Index
being the “Consumer Price Index - U.S. City
Average - All Items Figures for Urban Wage
Earners and Clerical Workers (Including Single
Workers}, “which index is currently published in
the “Monthly Labor Review” of the Bureau of Labor
Statistics of the United States Department of

Labor, or its successor index.
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(c)  All rental payments shall be due and payable on or
before the first day of the month for which due and
owing, and if received on or after the tenth (10} day
of that particular month shall accrue a five (5%)
percent late charge (5% of the menthly payment) which
sum shall be immediately due and payable and
collectible as additional rent.

USE OF APARTMENT; COMPLIANCE WITH RULES AND REGULATIONS;

SMOKING POLICY. Resident will make no unlawful or

cffensive use of the apartment and the common areas
belenging to the Owner and will comply with all laws,
ordinances and regulations of duly ceonstituted governmental
authorities. Resident will use the apartment conly as a
private dwelling for him/her and such other persons as may
be authorized. In addition, Resident agrees to abide by the
reasonable rules and regulations promulgated from time to
time by Owner generally applicable to all occupants and
designed for the general health, welfare, and comfort of
the other occupants. In addition to all such other rules
and regulations, Resident specifically acknowledges that
Owner has a policy prohibiting the use of all tobacco
products in the apartments as well a8 on the Sharon Village
property, and Resident agrees to abide by said policy. Any
resident who violates this policy by using tobacco products
in his/her apartment or on the Sharon Village property or
by allowing anyone else to use tebacco products in his/her
apartment or on the property will be deemed to be in
default under this agreement and subject to the provisgions
of Paragraph 14 of thisg Agreement, including eviction and
reimbursement of Owner’s costs, expenses and attorney’s
fees. Notwithstanding the foregeoing, Resident further

acknowledges that this tobacco pclicy does not apply to
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other residents who signed their Apartment Rental
Agreements prior to the implementation of this policy in
September, 2008.

USE OF PREMISES. Resident shall have the use, possession

and enjoyment during the term of this Agreesment of the
apartment above identified jointly with any other tenant,
but all common areas, including stairways, walkways and
grounds, shall be used and enjoyed with other residents,
and no portion of the same may or shall be permanently or
temporarily appropriated by Resident to Resident’s
exclusive use, enjoyment or possessiocn.

CARE OF APARTMENT AND REPAIRS. Resident will take good

care of the apartment and common areas and will report
premptly to Owner any repairs which may be needed. Owner
shall keep and maintain the apartment in tenable condition
and shall have the right to make at reasonable times any
and all repairs, renovations and alterations as it shall
determine necessary or desirable. Resident shall reimburse
Owner for expenses incurred by Owner for repairs
attributable to Resident’s abuse or mistreatment of the
apartment (including appliances) or the commoen areas.

ATLTERATIONS BY RESIDENT. Resident shall make no

alterations tc the apartment without the prior written
consent of the Owner, which consent shall not be
unreascnably withheld.

PETS. Resident may not keep any pets or animals of any
kind anywhere upon the premises without the prior written
consent of the Owner. Even after the Owner’s consent has
been given, this consent may be reasonably withdrawn by the
Owner according teo its sole judgment and discretion based

upen what it believes to be in the best interest of the
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10.

11.

12.

13.

complex and the other residents. A $500 pet deposit is .
required if a pet is maintained in the apartment.

POSSESSION OF FIREARMS. No person, including residents,

friends of residents or family members, may possess or
carry, whether openly or concealed, any guns, rifles,
pistels or firearms of any type on the premises. Violation
of this policy shall be deemed a violation of the Apartment
Rental Agreement and may constitute grounds for discharge
Oor cancellaticon of the Agreement.

RIGHT OF ENTRY. Owner’s representative may enter the

apartment at any reasonable time to examine same and/or
make such alterations and repairs as Owner may determine.

SURRENDER OF PREMISES. Upon the expiration or termination

of this Apartment Rental Agreement, Resident shall
surrender the apartment tc the Owner in the same condition
as at the beginning of the term, ordinary wear and tear
excepted.

INSURANCE, RISK OF LOSS AND RENTAL ABATEMENT., Resident

shall be solely responsible for insuring Resident’s
personal belongings. If the apartment is damaged by fire,
casualty, or act of God, regarding which the Resident was
neither negligent nor at fault, the Cwner shall romptly
repair the damages and the rental provided for herein shall
be abated on a daily basis so long as the Resident is
unable to occupy the premises while repairs are being made.
However, at such time as the premises are again tenable,
the obligation to pay rent shall resume. In the event that
the damages involved are caused by negligence or fault on
the part of the Resident, the rental provided for herein
shall not abate, but shall be paid, as agreed, in timely
fashion, and the Resident shall be further responsible for

paying any sums deductible under the Owner’s insurance
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14,

15,

le.

coverage, which the Owner would octherwise be required to

pay.
LIABILITY AND INDEMNIFICATTON. The Owner shall not be

liable for any damages or injuries to person or property
occagicned anyone whatsoever, including other residents,
employees, guests, or the like, by reason of Resident’s use
or occupancy of the apartment or the common areas, and
Resident shall indemnify, defend and hold harmiess Owner
from and against any and all claims for damages or
liability arising from injury to person or property
regardless of how occurring. Furthermore, Owner shall not
be liable toc Resident, his family, employees or guests, for
any injuries or damages caused by acts or omissions of
other residents or occupants, whether caused on or off the
property owned by the Owner. Finally, the Owner shall not
be liable for any loss or damage resulting from failure,
interruption or malfunction in the utilities provided
Resident in connection with his/her occupancy of the
apartment.

CONDEMNATION. If the apartment or all or any part of the

premises shall be at any time taken for any public or
quasi-public use under any statute or by right of eminent
domain, Owner shall be entitled to and shall receive the
award or payment therefore (hereinafter called the
“Award”), and Resident shall assign, and does hereby assign
and transfer, such Award to the Owner free and clear of
every claim of every kind whatsoever by or on the part of

the Resident.

DEFAULT. This Apartment Rental Agreement is made upon the

condition that the Resident shall faithfully perform all of
the terms, covenants and conditions herein contained by

him/her to be performed as herein set forth or in other
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17.

18.

agreements heretofore or hereafter entered into between the

Owner and the Resident, and Resident shall be in default

if:

(a) Any rental payment due hereunder shall at eany time be
in arrears and unpaid for fifteen (15) days after
receipt by Resident of written notice making demand
therefore; or

(b) Resident shall fail to observe or perform any of the
covenants, agreements, or conditions set forth herein
and said failure shall continue for a period of
fifteen (15) days after receipt by Resident of written
notice of such failure from Owner.

In the event of a default, Owner may at its option, declare

the term of this Agreement ended and repossess the

Apartment, and shall further be entitled to all other

rights and remedies set forth herein. A waiver of any

default by Owner shall not constitute a waiver of any other
or subsequent default. The Owner shall be entitled to be
fully reimbursed for all costs and expenses ilncurred in
enforcing its rights hereunder, including a reasonable
atterney’s fee, and shall be entitled to have accrued
monthly interest, at the maximum rate allowed by law, as to
any payments due and owing hereunder.

ASSIGNMENT AND SUBLETTING. Should the apartment complex be

sold or leased to another party, Cwner shall have the right
to assign this lease tc the new owner. However, Resident
may not assign or transfer this lease or sublet the
apartment or any part thereof without the prior written
consent of the Owner, which consent the Owner may withhold.

SUBORDINATION. This Apartment Rental Agreement is subject

and subordinate to all ground or underlying leases and to

all mortgages or deeds of trust which may now or heresafter
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20,

21.

affect such leases or the real property on which the
apartment is located. In the event of foreclosure, any
retention deposits or security deposits will be refunded to
the Resident on the basis of the applicable retention
schedule. Furthermore, every effort will be made to have
the mortgagee honor all agreements between the Owner and
Resident and continue the apartment complex as an operating
entity.

NOTICES. Any notice required or provided for herein shall
be deemed to have been served sufficiently or received if
the same shall be in writing and either hand delivered or
mailed, postage brepaid, to a party’s present address, or
to such other address as that party may subéequently
provide,

DISPOSITION OF PERSONAL PROPERTY, Upon the expiration or

termination of this Agreement, Owner shall have the right,
after ten (10) days written notice, to remove, at the
Resident’s sole cost and expense, from the premises, all of
the Resident’s personal belongings and other property
remaining therein, and to dispose of same as the Owner in
its sole judgment shall determine, with no liability
therefore. In addition, as to any expenses thereby
incurred, or incurred by the Owner in cleaning Resident’s
apartment, Resident shall reimburse Owner therefore,

SERVICES OFFERED.

{a) Meals. Owner will provide Resident with one meal per
day, the meal to be determined by Owner, and to be
served in the common dining area.

(b) Utilities. Al1l utilities, except telephone/internet
expenses, will be paid for by the Owner.

{c} Janitorial Services. Owner will provide services in

all service areas, halls and community areas.
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(e)

(£)

Housekeeping Service. Owner will provide housekeeping

service every other week, on a regularly scheduled
basis, to clean Resident’s apartment if so desired by
Resident.

Laundry. Once each week, Resident’s flat laundry will
be picked up outside the door of Resident’s apartment,

cleaned and returned.

Laundromat. Laundry facilities are available free of

charge at the apartment complex for Resident’s use
(Resident must provide detergent) .

Transportation. Transportation will be avallable at

certain scheduled times, to be determined by the Owner
in view of the needs of the Resident and the other
occupants of apartments.

Nursing Center. A bed in the adjoining nursing center

will be made available, on a priority basis, whenever
Resident’s health, as determined by Resident’s

physician, so requires.
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(1) Nurse Call System. Is located in the master bedroom

and bath of each apartment and ig connected to the
nurse’s station at the adjacent nursing facility. If
activated, a trained member of the Nursing Department
will respond to the apartment.

(J) Storage Facilities. Owner shall provide, at

Resident’s sole risk, reascnable storage space for
Resident’s belongings other than furniture and other
household furnishings.

{k} Recreational Facilities. Recreational facilities are

available for Resident’s use on first come / first
served basis.

(L) Basic Cable TV Service. Basic Cable TV service is

provided by the Owner. Additional services can be
purchased by the Resident.

The fellowing are available at the resident’s expense:
Guest Meals
Beauty/ Barber Shop
Accommodation for overnight guests
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22,

23.

ENTIRE AGREEMENT AND AMENDMENT. This Apartment Rental

Agreement contains the entire agreement between the parties
hereto with respect to the subject matter hereof and sets
forth all representations and warranties and supersedes any
and all prior or contemporaneous oral or written
agreements, representations, warranties or understandings
with respect to the subject matter hereof. No amendment or
modification of this Agreement shall be binding unless
evidenced by an agreement in writing signed by beth the
Resident {or his/her legal representative) and the Owner.

NORTH CAROLINA LAW. Notwithstanding anything else herein

contained to the contrary, the following rights afforded by

North Carclina law shall apply. Specifically:

(a) In accordance with N.C.G.S. §58-64-25(a) (1), Resident
may rescind this Agreement within thirty (30) davs
following the later of the execution of the contract
as set feorth below or the receipt of a disclosure
statement that meets the requirements of N.C.G.S. §58-
64. Furthermore, Resident is hereby notified that
he/she is not required tc move into the apartment
described below prior to the expiration of the thirty
day period described herein.

(b} In accordance with N.C.G.9. §58-64-25{a) (2), if a
resident dies before occupying a living unit in the
facility, or if, on account of illness, injury, or
incapacity, a resident would be precluded from
occupying a living unit in the facility, under the
terms of the contract for continuing care, the
contract is automatically canceled. All fees and
deposits will be fully refundable to the resident or
their Legal Representative within 30 days of

notification to the facility.
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(d}

(e)

{f)

(g)

In accordance with N.C.G.S. §58~64-25(a} (3), if an
executed contract is rescinded or cancelled under the
terms of this contract, all unearned fees and deposits
will be fully refundable to the Resident or their
Legal Representative within 30 days of notification to
the facility.

In accordance with N.C.G.9. §58-64-25(b) (3), Owner
will follow the following procedure to change
resident’s accommodations, if necessary, for the
protection of the health or safety of the Resident or
the general and economic welfare of the residents. All
decisions regarding your permanent transfer from
Sharon Village will be made after consultation with
you and, when appropriate, with your family or
designee. Sharon Village’s decision will be binding.
In accordance with N.C.G.S. §58-64-25(b} (8}, Resident
is hereby informed that Owner has no religious or
charitable affiliation. Furthermore, there is no
affiliate organization that will be responsible for
the financial and/or contractual cbligations of the
Owner.

In accordance with N.C.G.S. §58-64-25(b) (9), Resident
has no property rights hereunder.

In accordance with N.C.G.S. §58-64-25(b) (10), Sharon
Village’s policy, regarding adjusting fees and/or
rental sums hereunder, is that if the Resident is
voluntarily absent from the facility, nc adjustment
will be made. In other words, all fees owed Owner
hereunder, in the event of the voluntary absence of
the Resident from the premises, will nevertheless be

due and payable as otherwise provided for herein.
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(h) In accordance with N.C.G.S. §58-64-25{(b) (11}, there is
no requirement that the Resident apply for Medicadid,
public asgsgsigtance, or any public benefit program. More
specifically, no such benefits are available to the
Resident under this Agreement or while living at
Sharon Village.

(i) In accordance with N.C.G.3. §58-64-40(b), “The Board
of Directors or other governing body of a facility or
its designated representative shail hold semiannual
meetings with the residents of the facility for free
discussicns of subject including, but not limited to,
income, expenditures, and financial trends and
problems as they apply to the facility and discussions
of proposed changes in policies, programs, and
services. Upon request of the most representative
residents’ organization, a member of the governing
body of the provider, such as a board member, a
general partner, or a principal owner shall attend
such meetings. Residents shall be entitled to at least
seven days advance notice of each meeting. An agenda
and any materials that will be distributed by the
governing bedy at the meetings shall remain available
upon request to residents.”

APPLICABLE LAW. This Apartment Rental Agreement shall be

governed by and construed according to the laws cf the
State of North Carolina.
BINDING EFFECT. This Apartment Rental Agreement and all

terms, covenants and conditions herein contained, shall
extend to and be binding upon the parties heretc and upon
their respective heirs, administrators, successors,

executors, and assigns.
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IN WITNESS WHEREOF, the undersigned have hereunto set their

hands and seals as of the date and year first above written.

NHC Healthcare Charlotte, LLC.
d/b/a SHARON VILLAGE APARTMENTS
By:

(Name and Title)

(SEAL)

(Resident)
RESIDENT ACKNOWLEDGES THAT HE/SHE HAS READ THIS AGREEMENT BEFORE

SIGNING, UNDERSTANDS ITS CONTENTS, AND AGREES TC ABIDE BY ALI, OF
ITS TERMS AND PROVISIONS.
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STATE CF NORTH CAROLINA ) APARTMENT RENTAL AGREEMENT

)
COUNTY OF MECKLENBURG ) (WITH RETENTION SCHEDULE INCLUDED)

THIS AGREEMENT, made and entered intoc as of the

day of , 20 r by and

between NHC Healthcare Charlotte, LLC, a corporatiocn doing
business as Sharon Village Apartments hereinafter referred to as

“Owner’” and , a resident of the

State and County aforesaid, hereinafter referred to as
“Resident.”
WITNEZS®SET H:

FOR VALUABLE CONSIDERATION, the receipt and sufficiency of
which the parties hereto acknowledge, and the full and faithful
performance of all terms, covenants and conditions herein
contained, the Owner hereby agrees to rent to the Resident, and
the Resident hereby agrees to rent from the Owner, Apartment No.

r located at Sharon Village Apartments, Charlotte,

North Carolina (hereinafter called the “premiges,” “complex,” or
“apartment complex”) for Resident’s sole occupancy, according to
the following terms, covenants, and conditicns:

1. TERM. The term of this Agreement shall begin on the

day of , 20 , and end upon

the first of the fcllowing to oczcur:

(a} The last day of the month following the Resident’s
death, or at such time thereafter as the Resident’s
belongings have been removed from the premises; or

(b) Resident’s default as hereinafter defined; or

(c) Owner’s having determined, and having given written
notification thereof, that the Resident:

(i) is socially incompatible with the Owner’s
employees, other residents, or guests;

{ii) has demonstrated possible emotional instability;
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{d)

(iii)poses a risk to the life and well-being of

{iv)

(v)

(vi)

him/herself or others;

has destroyed, or attempted tc destroy, property

belonging to the Owner, him/herself orx others;
fails to fully comply with all terms and
provisicns contained in this Agreement; or

has acted in any other unreasonable fashion or

or

poses for the Owner, its employees, residents or

guests, any other unreasonable or unnecessary

risks; or

The last day of any month prior to which the Resident

has given to the Owner;

(1)

(ii)

In the event the Resident is to be transferred,
based upon written medical certification, to a
hospital or to White Cak Manor - Charlotte
Nursing Center, at least ten (10} days prior
written notice; or

In the event the Resident is to be transferred,
based upcon written medical certification,
anywhere else, at least thirty (30) days prior

written notice; or

{(1i1)In the event the Resident is to be transferred

anywhere else, without written medical
certification, at least (60) sixty davs prior

written notice; or
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(el

At such time ag, 1Lf ever, Lthe apartment is destroyed
by fire or other calamity, or if the apartment, orx
a substantlial portion of the complex, is acquired
through condemnstion proceedings, making it such,
under .the circumstances, that the apartment is no
longer reascnably fit for its intended use. Not
withstanding &any other provision hereof, this
agreement shall remsin in full force and effect if
Owner, in the event of damage or destruction, shall
promptly have this apartment repaired and again make
it available to Resident. Furthermore, if this
damage was caused by someone other;than resident,
owher's entitlement to the Retention Deposit
described in paragraph 2 herecf shall abate.
However, once the apartment is repaired and made
avallable tec¢ resident, owners entitlement to

resident's Retention Deposit shall resume.
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In the event the Resident is transferred as provided
in Paragraph (i) above, to a hospital, he/she shall
have sixty (60) days from date of transfer to return
to his/her apartment, and to have the within Agreement
remain in full force and effect, so long as all terms,
covenants and conditions herein contained, including
those pertaining to rental payments, have been (and
are then being) fully complied with.

In the event the Resident is transferred, as
provided in Paragraph (i) above, to White Oak Manor -
Charlotte Nursing Center, the Resident shall have
thirty (30) days from date of transfer to return to
his/her apartment, and to have the within Agreement
remain in full force and effect, so long as all terms,
covenants and conditions herein containrned, including
those pertaining to rental payments, have been (and
are then being) fully complied with.

In the event that the Resident, upon being
transferred elsewhere as provided above, wishes to
again become a tenant of the Owner, after the within
Agreement has terminated, and is certified, in
writing, by a qualified physician, as being again able
to reside in the apartment ccomplex, Owner agrees to
give the Resident, to the extenl reasonable possible,
a priority as far as the next available apartment,
with Retention Deposits and rental rates to be those
then in effect, and a new Apartment Rental Agreement
to be entered into.

In the situations described in Paragraphs (i) and
(ii) abowve, the Owner may, but shall have no legal

duty to, waive the reguirement regarding written
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notification based upon terms and conditions mutually
agreeable to both Owner and Resident.

RETENTION DEPOSIT. At the time of executing this

Agreement, Resident has paid to the Owner a Retention
Deposit of
Subiect to the Retention Schedule

herein contained, all such monies paid by the Resident to
the Owner shall remain the property of the Resident.
However, periodically, as provided by the Retentiocn
Schedule, the Owner shall be entitled to and become the
owner of portions of the Retention Deposit, and eventually,
according to the terms of the Agreement, shall become the
cwner of the entire fee. Notwithstanding ownership by the
Resident of a portion of the fee, as provided in the
Retention Schedule, throughout the entire term of this
Agreement, the Owner shall have the absclute right to use
the entire fee as the owner may, in its sole judgment,
determine and shall be solely entitled tc all benefits
derived therefrom, including all interest earned thereon.

The Retention Schedule is as follows:

LENGTH OF OCCUPANCY AMOUNT AMQOUNT
RETAINED REFUNDED
Upon Occupancy 20% 80%
1 year ({(prorated daily) 40% 60%
2 Years (prorated daily) c0% 40%
3 Years (prorated daily) 80% 20%
4 Years {prorated daily) 100% 0%

Tn the event this Agreement shall terminate due to
Resident’s death or default as provided in Paragraphs i (a)
or i(b) above, the balance of the Retention Deposit to
which the Resident would otherwise be entitled shall

immediately become the property of the Owner and neither
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the Resident, nor anyone claiming in his/her behalf, shall
have any further entitlement thereto. However, should this
Agreement terminate as provided in Paragraphs 1{(c¢), (d), or
(e} above or by virtue of resident’s death, Resident or his
legal representative, as the case may be, shall be entitled
to such refund as the Resident may be due according to the
Retention Schedule described above. The amount of refund
will be calculated on a daily basis (365 days per year).
Refunds of this nature will be promptly made to the
Resident or his/her legal representative but under no
circumstances later than 30 days after the termination date
of the agreement.

If for any reason, a resident would be precluded from
occupying a living unit in the facility under the terms of
the contract for continuing care, the contract is
automatically canceled and all monies will be promptly
refunded to the resident or their legal representative but
within 30 days after the termination date of the agreement.

TRANSFERS. A transfer fee may apply 1f you desire to

transfer from your current apartment to ancther. After 10
years of residency in the same apartment, a transfer fee
may be waived. A 50% transfer fee will apply if transfer
occurs within 5-10 years of residency. If request is made
prior to 5 years, 100% of the transfer fee will apply. An
exception to applying the transfer fee may apply if a
prearranged admission agreement signed by both parties
stipulates a desire to transfer to ancther specific
apartment within one year. The transfer fee is not a preset
cost but is based on cost to refurbish current apartment.
MARRTAGES. If a current resident(s) of Sharon Village
becomes married, the rent will increase based cn the rent

schedules in effect at that time for two pexrsons. No
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additional deposit i1s required and the balance outstanding
on any deposgit(s) will ccontinue to amortize in accordance
with each Resident’s original Rental Agreement. A new
Rental Agreement will be negotiated between Sharon Village
and the husband and wife as Residents. Other than for
medical reasons there are no qualifying requirements for a
spouse tc meet as a condition for entry. In the event the
spouse deces not medically qualify for admission, the
agreement will terminate and alternate placement will be
required.

RENT. 1In addition to paying the Retenticn Deposit provided
for above, Resident also agrees to pay monthly rental to

the Owner in the amount of , said rent to be

payable 1n advance on or before the first day of each month

for which due and owing, provided, however:

(a) The rent for a partial month at the keginning of the
term shall be prorated;

(b} Although the Owner will attempt to keep rental
increases to a minimum, during any calendar vyear
following the first fulli calendar year of this
Agreement, the Owner may, due to an increase in the
cost of cperation, or for any other reason, upcn
thirty (30) days prior written nctice tc the Resident,
increase once a year only the monthly rental payable
hereunder so long as the sum cf the increases in
monthly rental during any calendar year does not
exceed the greater of:

(i} Six {6%) percent of the average monthly rental
during the preceding calendar year; or

{11} An amount equal tc¢ the average monthly rental
during the preceding calendar year multiplied by

the percentage increase in the “Consumer Price
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Index” figures for January and December of the
preceding calendar year, the Consumer Price Index
being the “Consumer Price Index - U.S. City
average - All Items Figures for Urban Wage
Farners and Clerical Workers (Including Single
Workers), “which index is currently published in
the “Monthly Labor Review” of the Bureau of Labor
statistics of the United States Department of
Labor, or its successcr index.

(¢) All rental payments shall be due and pavable on or
before the first day of the month for which due and
owing, and if received on or after the tenth (10} day
of that particular month shall accrue a five {(5%)
percent late charge (5% of the monthly payment) which
sum shall be immediately due and payable and
collectible as additional rent.

USE OF APARTMENT; COMBLIANCE WITH RULES AND REGULATIONS;

SMOKING 2POLICY. Resident will make no unlawful ox

offensive use of the apartment and the common areas
belonging to the Owner and will comply with all laws,
ordinances and regulations of duly constituted governmental
authorities. Resident will use the apartment only as a
private dwelling for him/her and such cother persons as may
be authorized. In addition, Resident agrees to abide by the
reasonable rules and regulations promulgated from time to
time by Owner generally applicable to all occupants and
designed for the general health, welfare, and comfort of
the other occupants. In additicn to all such other rules
and regulations, Resident specifically acknowledges that
Owner has a policy prohibiting the use of all tobacco
products in the apartments as well as on the Sharon Village

property, and Resident agrees to abide by said policy. Any
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resident who violates this policy by using tobacco products
in his/her apartment or on the Sharcon Village property or
by allowing anyone else to use tobacco products in his/her
apartment or on the property will be deemed to be in
default under this agreement and subject to the provisions
of Paragraph 14 of this Agreement, including eviction and
reimbursement of Owner’s costs, expenses and attorney’s
fees., Notwithstanding the foregoing, Resident further
acknowledgés that thig tobacco policy does not apply to
other residents who signed their Apartment Rental
Agreements prior to the implementation of this policy in
September, 2008.

USE OF PREMISES. Resident shall have the use, possession

and enjoyment during the term of this Agreement of the
apartment above identified jeintly with any other tenant,
but all common areas, including stairways, walkways and
grounds, shall be used and enjoyed with other residents,
and no portion of the same may or shall be permanently or
temporarily appropriated by Resident to Resident’s
exclusive use, enjoyment or possession.

Description of Living Quarters. Resident will reside in one

of the fellowing:

Efficiency — 323 square feet. Living room/bedroon,

kitchen, 1 bathroom, pocrch.

One Bedroom - 530 square feet. Living room, bedroom, walk-

in closet, 1 bathroom, kitchen, porch.

Deluxe One Bedroom — 655 square feet. Living room,

bedroom, walk-in closet, 1 bathroom, kitchen, dining room,
porch.

Deluxe Two Bedroom — 867 square feet. TLiving room, 2

bedrooms, 2 bathrooms, kitchen, dinig rcom, porch.
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11.

12,

13.

CARE OF APARTMENT AND REPAIRS. Resgident will take good

care of the apartment and common areas and will report
promptly to Owner any repairs which may be needed. Owner
shall keep and maintain the apartment in tenable condition
and shall have the right to make at reasonable times any
and all repairs, renovaticns and alterations as it shall
deltermine necessary or desirable. Resident shall reimburse
Owner for expenses incurred by Owner for repairs
attributable to Resident’s abuse or nistreatment of the
apartment (including appliances} or the common areas.

ALTERATIONS BY RESIDENT. Resident shall make no

alterations to the apartment without the prior written
consent of the Owner, which consent shall not be
unreasonably withheld.

PETS. Resident may not keep any pets or animals of any
kind anywhere upon the premises withcut the prior written
consent of the Owner. Even after the Owner’s consgent has
been given, this consent may be reasconably withdrawn by the
Owner according tc its sole judgment and discretion based
upon what it believes tec be in the best interest of the
complex and the other residents. A $500 pet fee is required
if a pet is maintained in the apartment.

POSSESSION OF FIREARMS. No person, including residents,

friends of residents or family members, may possess or
carry, whether openly or concealed, any guns, rifles,
pistols or firearms of any type on the premises. Violation
of this policy shall be deemed a violation of the Apartment
Rental Agreement and may constitute grounds for discharge
or cancellation of the Agreement.

RIGET OF ENTRY. Owner's representative may enter the

apartment at any reasonable time to examine same and/or

make such alterations and repairs as COwner may determine.

Revised 04/16/2025 kem



14.

15.

16.

SURRENDER OF PREMISES. Upon the expiration or termination

of this Apartment Rental Agreement, Resident shall
surrender the apartment tc the Owner in the same condition
as at the beginning of the term, ordinary wear and tear
excepted.

INSURANCE, RISK OF LOSS AND RENTAL ABATEMENT. Resident

shall be solely responsible for insuring Resident’s
personal belongings. If the apartment is damaged by fire, |
casualty, or act of God, regarding which the Resident was ;
neither negligent nor at fault, the Owner shall promptly :
repair the damages and the rental provided for herein shall
be abated on a daily basis soc long as the Resident is
unable to occupy the premises while repairs are being made.
However, at such time as the premises are again tenable,
the obligation tc pay rent shall resume. In the event that
the damages involved are caused by negligence or fault on
the part ¢of the Resident, the rental provided for herein
shall nct abate, but shall be paid, as agreed, in timely
fashion, and the Resident shall be further responsible for

paying any sums deductible under the Owner’s insurance

coverage, which the Cwner would otherwise be required to

pay. §
LIABILITY AND INDEMNIFICATION. The Owner shall not bhe

liable for any damages or injuries to person or property
occasicned anyone whatsoever, including other residents,
employees, guests, or the llke, by reason of Resident’s use
or cccupancy of the apartment or the commen areas, and
Resident shall indemnify, defend and hold harmless Owner
from and against any and all claims for damages or
liability arising from injury to person or property
regardless of how occurring. Furthermore, Owner shall not

be liable to Resident, his family, employees or gusests, for
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18.

any injuries or damages caused by acts or omissions of
other residents or occupants, whether caused on or off the
property owned by the Owner. Finally, the Ownsr shall not
be liable for any loss or damage resulting from failure,
interruption or malfunction in the utilities provided
Resident in connection with his/her occupancy cf the
apartment.,

CONDEMNATION. TIf the apartment or all or any part of the

premises shall be at any time taken for any public or

guasi-public use under any statute or by right of eminent

domain, Owner shall be entitled to and shall receive the
award or payment therefore (hereinafter called the

“Award”), and Resident shall assign, and does hereby assign

and transfer, such Award to the Owner free and clear cf

every claim of every kind whatscever by or cn the part of
the Resident.

DEFAULT. This Apartment Rental Agreement is made upon the

condition that the Resident shall faithfully perform all of

the terms, covenants and conditions herein contained by
him/her to be performed as herein set forth or in other
agreements heretofore or hereafter entered into between the

Owner and the Resident, and Resident shall be in default

if:

{a) Any rental payment due hereunder shall at any time be
in arrears and unpaid for fifteen (15) days after
receipt by Resident of written notice making demand
therefore; or

(b} Resident shall fail to observe or perform any of the
covenants, agreements, or conditions sst forth herein
and said failure shall continue for a period of
fifteen (15) days after receipt by Resident of written

notice of such failure from OQwner,
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21.

In the event of a default, Owner may at its option, declare
the term of this Agreement ended and repossess the
Apartment, and shall further be entitled to all other
rights and remedies set forth herein. & waiver of any
default by Owner shall not constitute a waiver of any other
or subsequent default. The Owner shall be entitled tc be
fully reimbursed for all costs and expenses incurred in
enforcing its rights hereunder, including a reasonable
attorney’s fee, and shall be entitled to have accrued
monthly interest, at the maximum rate allowed by law, as to
any payments due and cwing hereunder.

ASSIGNMENT AND SURLETTING. Should the apartment complex be

sold or leased te another party, Owner shall have the right
to assign this lease to the new owner. However, Resident
may not assign or transfer this lease or sublet the
apartment or any part thereof without the pricr written
consent of the Owner, which consent the Owner may withhold.

SUBORDINATION. 'This Apartment Rental Agreement 1s subject

and subordinate to all ground or underlying leases and to
all mortgages or deeds of trust which may now cor hereafter
affect such lezses or the real property on which the
apartment 1s located. In the event of foreclosure, any
Retention Deposits or security deposits will be refunded to
the Resident on the basis of the applicable retention
schedule., Furthermore, every effort will be made to have
the mortgagee honor all agreements between the Owner and
Resident and continue the apartment complex as an operating
entity.

NOTICES. Any notice required or provided for herein shall
be deemed tc have been served sufficiently or received if
the same shall be in writing and either hand delivered or

mailed, postage prepaid, to a party’s present address, or

Revised 04/16/2025 kem




22.

23.

to such other address as that party may subseguently
provide.

DISPOSITION OF PERSONAL PROPERTY. Upon the expiration or

termination of this Agreement, Owner shall have the right,
after ten (10) days written notice, to remove, at the
Resident’s sole cost and expense, from the premises, all of
the Resident’s personal belongings and cther property
remaining therein, and to dispose of same as the Owner in
its sole judgment shall determine, with no liability
therefore. In addition, as to any expenses thereby
incurred, or incurred by the Owner in cleaning Resident’s

apartment, Resident shall reimburse Owner therefore.

SERVICES OFFERED.

(a) Meals. Owner will provide Resident with one meal per

day, the meal to be determined by Owner, and to be
served in the common dining area.

(b} Utilities. All utilities, except telephone/internet
expenses, will be paid for by the Owner. However, the
cost of telephone installation and removal shall be
paid by Resident.

(¢) Janitorial Services. Owner will provide services in

all service areas, halls and community areas.

(d} Housekeeping Service. Owner will provide housekeeping

service twice a month, on a regularly scheduled basis,
to clean Regident’s apartment if so desired by
Resident.

(e} TLaundry. Once each week, Resident’s flat laundry will
be picked up cutside the docr of Resident’s apartment,

cleaned and returned.
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(£) Laundromat. Laundry facilities are available free of
charge at the apartment complex for Resident’s use
{Resident must provide detergent).

(g) Transportation. Transportation will be available at

certain scheduled times, to be determined by the Owner
in view of the needs of the Resident and the other
occupants of apartments.

(h) Nursing Center. A bed in the adjoining nursing center

will be made available, on a priority basis, whenever
Resident’s health, as determined by Resident’s
physician, so requires.

(i) ©Nurse Call System. Is located in the master bedroom

and bath of each apartment and is connected to the
nurse’s station at the adjacent nursing facility. If
activated, a trained member of the Nursing Department
will respond to the apartment.

(1} Health Services Available. Skilled and Intermediate

Nurging Care {[Medicare and Medicaid Certified).

(k) Storage Facilities. Owner shall provide, at

Resident’s scle risk, reasonable storage space for
Resident’s belongings other than furniture and other
household furnishings.

(1) Recreaticnal Facilities. Recreational facilities are

available for Resident’s use on first come / first
served basis.

(m) Basic Cable TV Service. Basic Cable TV service 1is

provided by the Owner. Additional services can be
purchased by the Resident.

{(n) Personal Services. The following are available at the
resident’s expense:
Guest Meals
Beauty/ Barber Shop
Accommodations for overnight guests
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ENTTIRE AGREEMENT AND AMENDMENT, This Apartment Rental

Agreement contains the entire agreement between the parties
hereto with respect to the subject matter hereof and sets
forth all representations and warranties and supersedes any
and all prior or contemporaneous oral or written
agreements, representations, warranties or understandings
with respect to the sukject matter herescf. Nc amendment or
modification of this Agreement shall be binding unless
evidenced by an agreement in writing signed by both the
Resident {or his/her legal representative) and the Owner.

NORTH CAROLINA LAW. Notwithstanding anything else herein

contained to the contrary, the following rights afforded by

North Carolina law shall apply. Specifically:

{a) In accordance with N.C.G.S. 8§58-64-25(a) (1), Resident
may rescind this Agreement within thirty (30} davys
following the later of the execution of the contract
as set forth below or the receipt of a disclosure
statement that meets the requirements of N.C.G.3. §58-
64, Furthermore, Resident i1s hereby notified that
he/she is not reguired to move into the apartment
described below prior te the expiraticn of the thirty
day periocd described herein.

(o) In accordance with N.C.G.S8. §b8-64-25(a) (2), if a
regident dies before occupying a living unit in the
facility, or if, on account of illness, injury, or
incapacity, a resident would be precluded from
occupying a living unit in the facility, under the
terms of the contract for continuing care, the
contract is automatically canceled. All fees and
deposits will be fully refundable tec the resident or
their Legal Representative within 30 days of

notification to the facility.
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(e)

(£)

In accordance with N.C.G.8. §58-64-25(a) (3}, if an
executed contract is rescinded or cancelled under the
terms of this contract, all unearned fees and deposits
will be fully refundable to the Resident or their
Legal Representative within 30 days of notification to
the facility. The amount of refund will be calculated
cn a daily basis (365 days per vyear).

In accordance with N.C.G.S. §58-64-25(b) (3), Owner
will follow the following procedure to change
resident’s accommodaticns, i1If necessary, for the
protection of the health or safety of the Resident or
the general and economic welfare of the residents. All
decisions regarding your permanent transfer from
Sharon Village will be made after consultaticn with
you and, when appropriate, with your family or
designee., Sharon Village’s decision will be binding.
In accordance with N.C.G.S. §58-64-25(b) (8), Resident
is hereby informed that Owner has no religious or
charitable affiliation. Furthermore, there is no
affiliate organization that will be responsible for
the financial and/or contractual obligations of the
Owner.

In accordance with N.C.G.S. §58-64-25(b) (9), Resident
has no property rights hereunder.

In accordance with N.C.G.S. 8§58-64-25(b) (10), Sharon
Village’s policy, regarding adjusting fees and/or
rental sums hereunder, is that if the Resident is
voluntarily absent from the facility, no adjustment
will be made. In other words, all fees owed Owner
hereunder, in the event of the voluntary absence of
the Resident from the premises, will nevertheless be

due and payable as otherwise provided for herein.
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{h) In accordance with N.C.G.S. §58-64-25(b) (11), there is
no requirement that the Resident apply for Medicaid,
public assistance, or any public benefit program. More
specifically, no such benefits are available to the
Resident under this Agreement or while living at
Sharon Village.

(i) In accordance with N.C.G.S. §58-64-40(b)}, “The Board
of Directors or other governing boedy of a facility or
its designated repreéentative shall hold semiannual
meetings with the residents of the facility for free
discussicns of subject including, but not limited to,
income, expenditures, and financial trends and
problems as they apply to the facility and discussions
of propcsed changes in policies, programs, and
services. Upon request of the most representative
residents’ organization, a member of the governing
body of the provider, such as a board member, a
general partner, or a principal owner shall attend
such meetings. Residents shall be entitled to at least
seven days advance notlce cof each meeting. An agenda
and any materials that will be distributed by the
governing body at the meetings shall remain available
upon request to residents.”

APPLICABLE LAW. This Apartment Rental Agreement shall be

governed by and construed according to the laws of the
State of North Carolina.
BINDING EFFECT. This Apartment Rental Agreement and all

terms, covenants and conditions herein contained, shall
extend to and be binding upon the parties hereto and upon
their respective heirs, administrators, successors,

executors, and assigns.
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IN WITNESS WHEREQF, the undersigned have hereunto set their

hands and scals as of the date and year first above written.

NEC Healthcare Charlotte, LLC
d/b/a SHARON VILLAGE APARTMENTS

By:

(Name and Title)

(SEAL)

(Resident)
RESIDENT ACKNOWLEDGES THAT HE/SHE [HAS READ THIS AGREEMENT RBEFORE
SIGNING, UNDERSTANDS ITS CONTENTS, AND AGREES TO ABIDE BY ALL OF
ITS TERMS AND PROVISTONS.
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Facility Use Only:

Apt. & Bldg. #

¥ Sharon Village

APPLICATION FOR ADMISSION

Please Print or Type — (Each person must submit separate applications even if married)

1. Full Name;:
2. Spouse:
3. Present Address: (If you maintain more than one home, please indicate):
4. Present Phone Number:
5. Social Security #: Medicare #:
6. Health Insurance Co.: Policy #:
7 Financial/ Legal Representative(s):
Name: Name:
Address: Address:
Phone: Phone:
8. Marital Status: [ Single L] Married [ Widow/Widower
9. Veteran: [ Yes [ No If yes, branch of service:
10. Birthdate: Place of Birth:
11. Former Occupation(s):
12. Hobbies, special talents or interests:

1
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14,

15.

16.

17.

18.

Church Affiliation:

How long affiliated?
Name of Minister, Priest or Rabbi;
Address;

Special Needs (or Handicaps);

Names of Living Children (or next closest relative):

Names Addresses Telephone #

Medical History: (Please check any of the following ilinesses or diseases which applies
currently or in the past)

[0 High Blood Pressure ] Stroke [0 Depression

[0 Diabetes 1 Heart Attack {7 Mental Illness

] Congestive Heart Failure ] Arteriosclerosis [ Mental Retardation
] Asthma ] Chronic Lung Disease 0 Mauscular Dystrophy
7 Uleers 0 Rectal Bleeding 0 Cancer

[J Anemia [ Surgeries in the last five years

Sharon Village is a tobacco-free campus.
Will anyone residing in your apartment use tobacco products? [Yes [INo

Physician who will prepare your medical evaluation form certificate:

Physician’s Name:

Telephone #:
Office Address:

Do you authorize SHARON VILLAGE to discuss your health with the above physician?
YES [ NOo [

List all currently prescribed medications:

2
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20.

21,

List all hospitalizations/institutions in past five years: (Specify reason and date{s})

Hospital/Institution Date Reason

Have you ever been denied admission to another retirement community?

YES [1 NO [

(If vour answer is Yes, explain)

Emergency Contact Person:

Address:

Telephone #: Email Address:

List one person (not a relative) whom you have known at least five years, whom you wish to

use as a personal reference:

A complete application will also include a completed Medical Evaluation Form.

I make this application for admission to SHARON VILLAGE APARTMENTS of my own free
will and accord, with the knowledge that I may always change my mind. I declare the answers to
be true, full and complete. To the best of my knowledge and belief, I am capable of living at
Sharon Village Apartments without extraordinary cate and that the facilities, services, fees, costs,
refunds and policies have been explained to me and are acceptable as presented, I hereby give
Sharon Village Apartments, Inc. the right to seek out any necessary information and/or reference,

including those references set forth in this Application, in processing the Application.

Signature of Applicant

Date
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Appendix E — Examination Report

[Placeholder - Insert Department examination report or summary, if applicable]
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Appendix F — Statutory Ratio and Supporting Definitions

This Appendix reproduces certain statutory definitions referenced in Section 35 — Key
Financial Metrics. The definitions below are quoted verbatim from N.C. Gen. Stat. 88 58-
64A-5 and 58-64A-145 and are provided for reference only.

Adjusted Net Operating Margin Ratio. “A profitability ratio that measures the margin
generated from the core operations of a provider and net cash proceeds from entrance
fees. The quotient shall be calculated by dividing the sum of resident operating income and
net proceeds from entrance fees by the sum of resident revenue and net cash proceeds
from entrance fees.” (G.S. 58-64A-145(1))

Annual Debt Service. “The current year's capitalized interest cost plus interest expense
and scheduled principal payments, excluding any batloon principal payment amounts and
any portion of the annual debt service that has been or will be funded by debt for the
payment of debt service.” (G.S. 58-64A-5(7))

Average Daily Cash Operating Expenses. “The total expenses of a provider incurred in the
conduct of the provider's business over a defined period of time, divided by the number of
days in that period. For purposes of this definition, ‘total expenses’ includes interest
expense, but excludes depreciation expense, amortization expense, realized or unrealized
nonoperating losses or expenses, bad debt expense, and other noncash expenses.” (G.S.
58-64A-145(2))

Capital Expenditures as a Percentage of Depreciation Ratio. “A capital structure ratio
that indicates the level of capital reinvestment by a provider. The quotient shall be
computed by dividing total purchases of property, plant, and equipment by total
depreciation expense.” (G.S. b8-64A-145(3))

Cushion Ratio. "A liquidity ratio that measures a provider's ability to pay its annual debt
service using its unrestricted cash and investments. The quotient shall be computed by
dividing unrestricted cash and investments by annual debt service.” (G.S. 58-64A-145(4))

Days Cash on Hand Ratio. “A liquidity ratio that measures the number of days of cash
operating expenses a provider could cover using its existing unrestricted cash and
investments. The quotient shall be computed by dividing unrestricted cash and
investments by average daily cash operating expenses.” {G.S. 58-64A-145(5))

Debt Service Coverage Ratio. “A capital structure ratjo that measures a provider's ability
to pay annual debt service with cash flow from net cash revenues and net entrance fee
receipts. The quotient shall be calculated by dividing the sum of total excess of revenues
over or under expenses plus interest expense, depreciation expense, amortization expense,
other noncash operating {osses or expenses, and net cash proceeds fram entrance fees,
minus entrance fee amortization, entrance fee refunds contractually past due, and other
noncash operating gains or revenues divided by annual debt service. Entrance fees
 received from the initial residents of independent living units at a continuing care
retirement community that have been financed in whole or in part with the proceeds of
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indebtedness shall be excluded from the net proceeds from entrance fees up to an amount
equal to the aggregate of the principal amount of the indebtedness.” (G.S. 58-64A-5(17))

Net Cash Proceeds from Entrance Fees. “Total entrance fees received less entrance fees
refunded, and less initial entrance fees received for new independent living units.” (G.S. 58-
B64A-5(30))

Net Operating Margin Ratio. “A profitability ratio that measures the margin generated from
the core operations of a provider. The quotient shall be calculated by dividing resident
operating income by resident revenue.” (G.S. 58-64A-145(7))

Operating Ratio. “A profitability ratio that measures whether current year cash operating
revenues are sufficient to cover current year cash operating expenses without the inclusion
of cash from entrance fee receipts. The quotient shall be computed by dividing total
operating expenses, excluding depreciation expense and amortization expense, by total
operating revenues, excluding amortization of entrance fees and other deferred revenue.”
{G.S. 58-84A-145(8))

Prospective Financial Statements. “Financial forecasts or financial projections, including
the summaries of significant assumptions and accounting policies prepared by an
independent certified public accountant.” (G.S. 58-64A-5(38))

Resident Expense. “Total operating expenses excluding interest expense, depreciation
expense, amortization expense, and income taxes.” (G.S. 58-64A-145(10))

Resident Revenue. “Total operating revenue excluding interest and dividend income,
entrance fee amortization, and contributions.” (G.S. 58-64A-145(11))

Unrestricted Cash and Investments. “The sum of the provider's unrestricted cash, cash
equivalents and investments, and any provider restricted funds that are available to pay
debt or to pay operating expenses. For purposes of this definition, the assets serving as the
operating reserve required by G.S. 58-64A-245 shall be considered unrestricted.” (G.S. 58-
B64A-145(12))

Unrestricted Cash and Investments to Long-Term Debt Ratio. “A capital structure ratio
that (i} measures a provider's position in available cash and marketable securities in
relation to its long-term debt and (ii) measures a provider's ability to withstand annual
fluctuations in cash. The quotient shall be calculated by dividing unrestricted cash and
investments by total long-term debt, less the current portion of long-term debt.” (G.S. 58-
64A-145(13))

Source: N.C. Gen. Stat. 85 58-64A-5 and 58-64A-145 (Session Law 2025-58). If the
statutory definitions are amended, the statute as amended controls.
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