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Disclosure Statement

Oak Creek Apartments

Provider: NHC HealthCare/Burlington, LLC
Date of Disclosure Statement: 12/31/2025

Last Date for Delivery: 05/31/2027

This Disclosure Statement must be delivered to a contracting party before the
execution of a binding reservation agreement, continuing care contract, or
continuing care at home contract.

This Disclosure Statement has not been reviewed or approved by any government
agency or representative to ensure the accuracy of the information provided.

This Disclosure Statement has been filed with, and recorded by, the North Carolina
Department of Insurance in accordance with Article 64A of Chapter 58 of the North
Carolina General Statutes (“Article 64A”).

This Disclosure Statement contains all information required by Article 64A and is
correct in all material respects. Knowingly delivering a disclosure statement that
contains an untrue statement or omits a material fact may subject Long Leaf Pine,
Inc. to penalties under Article 64A.



Financial Snapshot: Key Ratios for NHC HealthCare/Burlington,
LLC

Table FS-1. Financial Snapshot - Key Statutory Financial Ratios
Fiscal Year Ended December 31, 2025 (FY), with comparative historical and prospective
periods

NG NCi NC|

Ratio  FY2  FY-1. FY  FY#1  FYs2 FY+3

. - 25M 0! | 5OMOGT - TEN 04"
e e I I v
Gusn T wA M NM WM NM NM — — =
OR  NA 889% 951% ©3.00% 92.40% 92.4% — — —
NoM  NA 7.6% 9% 340% 410% 410% @ 0—  — =
NoMA A 78%  18% 410% 4.80% 490%  —  —  —
bser | A M. NM MM NM NM —  — — |
o5 A M NM NM O ONM NM O —  — — 1
eep | WA e 120 sax i o —  o— =

'\
|
i
1
1

Liquidity Ratios:

s Days Cash on Hand (DCOH). Number of days the provider could pay its normat 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 10 pay debt service.

Profitability Ratios: |

e Operating Ratio (OR). Compares current operating expenses {excluding depreciation and
amortization) to current operating revenues (excluding entrance fee amortization). Lowar
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 i
stronger operating result from resident services.

s  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.

e 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 1o keep up.

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

1 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 expacted to be available In late 2026.
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1. Provider Identification

Legal Responsibility for Continuing Care

NHC HealthCare/Burlington, 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/Burlington, LLC conducts business under the name “Oak Creek
Apartments.” The name “Oak Creek Apartments” is a trade hame only and does not
represent a separate legal entity. NHC HealthCare/Burlington, LLC remains legally
responsible for providing continuing care and performing all ebligations under continuing

care contracts.
Item |
L;a;'—,ll =I;ro.v.|d'<-:“;N.an:|e.
Doing Business As (DBA} |
lBl;i-si.ness Address:
Tolophone Number:

- Legal Entlty Type

. For-Profit / Nonprofit Status:

Ownership Type:

Tax Filing Status:

Informat.ion :
NHC HealthCare/Burlmgton LLC
Oak CreekApartments
343 Baldwin Road, Burllngton NC 27217
| (336) 226-5739 N

For pl‘OfI't limited llablllty company organlzed under the
. laws of North Carolina

For proflt

A North Carolina Limited Llabllxty Company, owned

- 100% by NHC/OP, LP which is owned 99% by National
" 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.

NHC HealthCare/Burllngton LLC, an affiliate of Natlonal
. HealthCare Corporation (“NHC?), is taxed based on its
parent cornpany classification, C Corporatlon

!

j Current on all reqmred federal and state tax ﬂlmgs



Item Information

Ownership / Control: NHC HealthCare/Burlington, LLC is a for profit limited

; liability company owned 100% by NHG/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/Burlington, LLC is an affiliate of National HealthCare Corporatlon 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, including NHC
HealthCare/Burlington, LLC, individually.

2.3 Controlling Person

_l_tém_ S o | Informatidn-

Neme: - Nét|onal HealthCare Corporétfbn
BusmessAddreSS - 100 E. Vine Street Murfreesboro TN 37130
Tolephone Number: (615) 8902020

2.4 Company Structure Chart

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



National
HealthCare

Corporation
[
I |

NHC/Delaware,
Inc. —"

NHC/OP, L.P.

[
[ I

Nutritional NHC
Support HealthCare/Burlington,
Services LLC

L Network
Pharmacy WO,

LLC

Accessible Text Equivalent:

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

= NHC HealthCare/Burlington, LLC - affiliate of National HealthCare
Corporation and provider of continuing care contracts; operator of Oak Creek
Apartments (Burlington, NC)

= NHC/OP, L.P. - 100% owner of NHC HealthCare/Burlington, 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):

e 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, oris 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, of 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/Burlington, LLC and National
HealthCare Corporation



Name / Role

Gregory J. Forsey,

Manager of LLC

: Allison Burwin,

. Assistant Vice

. President, NHC

. Assisted and

i 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,
t University of Maryland
- {MDj)

' B.S. Sociology/Health
~Minor, Concentration
. in Business, College of
. Charleston ’

B.A. degree from

David Lipscomb

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 |
- Ph.D. from George :
. Peabody College of

| Vanderbilt University
{TN)

former Senior Vice

. Prasident of
- Development.

| 34+ years in senior
! living operations;

former CCRC

¢ Executive Director for
i 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 B years 2 months
- {07/20/2019)

1 year 2 months

: (since 07/23/2025
- serves as AVP of

. Assisted Living and

Independent Living

. Operations for
- National HealthCare
: Corporation

9 years 8 months

. {since 01/01/2017);

- serves as CEQ 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,

Senior Vice
President

. B. Anderson Flatt,

| Sr., Senior Vice
' President and Chief
Information Officer

i Brian F. Kidd, Senior
- Vice President and

* Chief Financial

. Officer

Education

. B.S. degree in Nursing
- living operations;

from Austin Peay
- State University (TN)

: B.S. degree in

| Computer Science
- from Lipscomb

. University (TN)

B.S. in Accounting
. from Middle

| Tennessee State

| University (TN)

Experience
40+ years in senior

formaer staff nurse,

. Director of Nursing,
- Regional Nurse,

. Electronic Health
 Record Director,

. Comprehensive

. Patient Care Software
i (CPCS) user analyst
- and Assistant Vice

. President, Patient

| Services.

care technology;
“ former SVP and Chief
* Information Officer.

18+ yearsin

, healthcare finance;

' 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

- (since 06/01/2019);

. serves as Senior Vice
- President, Patient

. Services and Chief

. Nursing Officer of

- National HealthCare
i Corporation.

, 9years 7 months

. (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 Qutside Interests or Adverse Disclosures.



3.2 Community Management - Oak Creek Apartments

Name / Role Education
| Kelly Rivers - I Eastern Alamance

- Executive Director | High School

Experience

. 34 years experience in
senior living including
- CCRCs and skilled

| nursing facilities.

- Numerous roles

. Include receptionist,

- Financial/Accounting
| Specialist, Business

+ Office Manager and

" Apartment Director.

Business Address: 343 Baldwin Road, Burlington, NC 27217

.Len gth of Service

- 15 years and 0

i months {since

1 10/01/2011) as

* Apartment Executive
- Director.

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

: J. Paul Abernathy,
. MD ~ Independent
* Director

| William A. Adams ~

Independent

; Director

' David R. Gifford,

MD, MPH -

. Independent
Director

Emil E. Hassan -

- Independent
. Director

. Ir.—Independent
. Director

' Lisa Piercy, MD -
! Independent
. Director

Education

| B.5. Middle Tennessee

State University

University and an M.D,

. degree from the

University of

; Tennessee

i B.A.from Lipscomb

¢ University

Medical degree from

. Case Western
Reserve University,
: Master’s Degree in
- Public Health and

' Richard F. LaRoche,

. Geriatric fellowship at

UCLA

B.S. Electrical

- Engineering

Law degree from
Vanderbilt University
and an A.B. degree

from Dartmouth
! College

' B.S. Lipscomb

University; MD ETSU
Quillen College of

- Experience

i Former President and

- B.S. from Middle
! Tennessee State

Previous Administrator
: ofan CCRC. President

i CEQ

Retired general surgeon

- of a muttilocation
. financial services
i 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

Medicine; MBA Bethel |

' University

Commissioner of

Health and Executive VP
. of a not-for-profit health

. system.

Length of Service

17 years 8 months

(since 01/01/2009)

: 23 years (since
. 09/02/2003)

. 7months (since
| 02/12/2026)

i 7 months (since

02/12/2026)

c22yearsand 5
months (since
- 04/22/2004)

24 years and 1 month
| (since 08/19/2002)

9 months (since
©11/6/2025)
investment firm, former :



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
Outside 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 Over 30years as a . 2months (since

' President  University - nursing home . 07/07/2026)
- : - administrator f

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

: Assistant Vice . Science Center, . exXperience as a - 07/07/2026)
" President - PharmD + geriatric 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 Outside 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/Burlington, 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/Burlington, LLC, an affiliate of National HealthCare Corporation, is the
licensed operator of the referenced CCRC. NHC HealthCare/Burlington, LLC is a manager
managed North Carolina for profit limited liability company. The Manager is Gregory

9



Forsey. National HealthCare Corporation “NHGC” 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/Burlington, LLC and its parentcompany 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
qualified personnel to staff the facility.

Provide overall administration and direction including financial systems
implementation and review, and professional analysis of the several indices 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
orderto 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/Burlington, LLC’s solvency and
operations.

4.1.1 Selection of Members

NHC HealthCare/Burlington, 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
successoris elected.

4.1.2 Oversight of Management and Operations

The Manager of the LLC and Regiconal Assistant Vice President delegates day-to-day
operations of Oak Creek Apartments to the Executive Director. The Manager and Regionat
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/Burlington, 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/Burlington, LLC,

» Approving system-wide budgets and consolidated audits.

+ Coordinating policies.

¢ Reviewing and approving consolidated financial reporis 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 HealthCare 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 Qversight of Management and Operations
The Boards responsibilities and Oversight include:

« Strategic Planning - Reviewing and approving tong-term strategic plans and annual
operating ptans 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: overseas 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/Burlington, LLC and Regional Vice President of
NHC focuses on resident-level matters, including community operations, guality 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/Burlington, LLC has relationships with related parties under common
control with its controlling 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/Butlington, 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 - Burlington nursing facility.

12



* Actual/Probable Cost: The value of the goods purchased by White Oak Manor —
Burlington varies from year to year. For the year ending 12/31/25, the total value was
approximately $547,132.46

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

8. Obligated Groups

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

9. Debt Covenants and Compliance

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

10. Third-Party Management Arrangements

NHC HealthCare/Burlington, LLC does not employ a third-party manager to operate Oak
Creek Apartments.

11. Real Property Leases

NHC HealthCare/Burlington, 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/Burlington, LLC operates Oak Creek Apartments located at 343 Baldwin
Road, Burlingtan, NC 27217. The combined 12 acre campus includes 54 apartments, all with
ground floor entrance, and a 160-bed nursing facility.

Oak Creek Apartments combines beauty, dignity, and security to create a remarkably
attractive atmosphere. There are 54 one- and two-bedroom apartments carefully planned to
provide convenience, safety, and privacy at Oak Creek.

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 glassed-in porch, in the
company of friends or in undisturbed privacy. Located in each apartment are emergency call
systems connected to the nurses’ station in the adjacent White Oak Manor — Burlington
nursing center. In addition, the campus features a Clubhouse with a dining area, fitness
center, beauty/barber shop, activity rooms and library.

The White Oak Manor - Burlington nursing center is a licensed 160-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 Oak Creek are planned to meet the needs and desires of the individual resident.
They vary from arts and crafts to luaus to evenings at the Fine Arts Center. Excursions and
tours will satisfy everyone’s taste. 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, Oak Creek Apartments and White Oak Manor-Burlington
include:

¢ 54 independent living units/apartments

* 160 skilled nursing beds

15. Continuing Care at Home Program

NHC HealthCare/Burlingten, 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 Oak Creek Apartments under
continuing care contracts was as follows:

* 60 residents inindependent living
¢ 118 residents in skilled nursing

As of December 31, 2025, the community maintained a waitlist for admission to
independent living consisting of 15 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. Ifthe 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 providedina continuing _
care contract.

17. Occupancy Rates

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

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

'Fi?scal_:\{“ear-_E'nc_l' .- Independent LiVing(%) Skilléd Nursing (%)
12/31/2025 98.0% 77.32%
12/31/2024 95.0% 76.48%
12/31/2023 97.5% 73.39%
12/31/2022 94.5% 68.68%
12/31/2021 92.8% 52.99%

18. Semiannual Resident Meetings

NHC HealthCare/Burlington, LLC holds meetings with residents of the Oak Creek
Apartments at least twice each year, as required by law.
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Fiscal Year 2025 Meeting Dates
e April1,2025
» May6, 2025
s July8,2025
s  September 30, 2025
* November 25, 2025

Kelly Rivers, Executive Director, was prasent at the April 1, 2025 and September 30, 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 Oak Creek
Apartments. Residency and access to services are governed solely by the continuing care
contract.

20. Services Provided Under the Contract

NHC HealthCare/Burlington, LLC offers services under continuing care contracts at Qak
Creek 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 Oak Creek 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 Oak Creek 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 skilled nursing facility

o Scheduled local transportation

« Basic utilities, including electricity, water, heating, air conditioning, and basic cable

» Social, cultural, and recreational programming
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« Care coordination for transitions between levels of care
20.2.2 Services Available at Additional Charge

*  Guest meals

» Expanded television, internet, and telephone packages

e Salonand 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/Burlington, LLC. Certain therapies (physical, occupational, and speech) are
furnished under contract with independent third parties.

21. Resident Fees

Nonancillary fees at Oak Creek 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 also included.

21.1 CCRC Contracts

CCRC contracts represent continuing care contracts for residents who live at the Oak
Creek Apartments campus.
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Table 21.1: Current Monthly Fees {CCRC Contracts)

Unit Type ' _  Single Occupant Double Occupant
Independent Living — One Bedroom $1,380 : $1,710 ;
© With Retention Deposit E
' Independent Living - Two Bedroom ‘ $1,590 $1,940 -
With Retention Deposit ' |

Independent Living - One Bedroom $1,980 $2,320
. Straight Rental Plan
Independent Living - Two Bedroom $2,195 $2,540
. Straight Rental Plan
Skilled Nursing (private pay) $10,320 $9,060

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

Although Oak Creek Apartments will attempt to keep rental increases to a minimum, during
any calendar year following the first full calendar year of this Agreement, Qak Creek
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
calendar year; or

(i) An amount equal to the average monthly rental during the preceding calendar
year mulliplied 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
ltes 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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Table 21.2: Historical Increases in Monthly Fees (CCRC contracts)

FlscalYear-End :_'.@ye_ra_ge_-_%'_Inc're'al__se._ A\_/'erage-$'lncreese - .' I_ . Frequency
12/31/2025 | No Increase No Increase No Increase
12/31/2024 6% $98 | Every otheryear
09/30/2023 No Increase No Increase No Increase
09/30/2022 3% $46 Every other year
09/30/2021 No Increase No Increase No Increase

Table 21.3: Current Retention Deposits (CCRC Contracts)

Retentlon Deposrc N Retentlon Deposﬂ
- (1 BR) e (2BR)
Independent Living — Apar.trnent $25,000 $30,000
Table 21.4: Historical Increases in Retention Deposits (CCRC contracts)
"F.lscal inr Z;::. Average% Increase | Aye_[ege$?_:|_ng;_ga$..?._ ;Ere_qgen_t_;y__
12/31/2025 No Increase .No Increase | No Increase
12/31/2024 No Increase No Increase | No Increase
09/30/2023 No Iincrease No Increase [ No Increase
09/30/2022 No Increase No Increase | No Increase
09/30/2021 Noincrease No Increase | No Increase

Refundability terms vary by contract and are disclosed in Section 22.

19




21.2 Household Composition Changes

If a current resident(s) of Oak Creek 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 Oak Creek Apartments and the husband and wife as Residents.
Other 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 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 Oak Creek Apartments include a declining-balance
under which 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 payabte 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
Category

Refunds for which all contractual conditions have been
- satisfied but payment is not yet due.
- Refunds currently due (including amounts 30+ days past
~due)
- Refunds due to residents who have vacated their
* independent living unit and now reside in a non-

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

Number of Aggregate

Contracts Amount
0 $0
o $0
0 $0
0 $0

As of December 31, 2025, NHC HealthCare/Burlington, 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

NHGC HealthCare/Burlington, 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/Burlington, 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 The resident commits a material breach of contractterms; or

o Theresident engages in disruptive or harmful conduct that materially impairs
* therights of other residents or the orderly operation of the community.

24.2 Resident-lnitiated Cancellation

Aresident may cancel a contract under the following circumstances:

Before occupancy or commencement of services:

Oak Creek 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 oceu pancy or commencement of services.

After occupancy or commencement of services:

Aresident 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/Burlington, 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:

Oak Creek Apartments does not acceptany 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

A living unit at Oak Creek 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

¢ 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 othertemporary 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 Oak Creek Apartments may be required to relocate from their current living
unit to another living unit within the community under the following circumstances:
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26.1 Resident Needs

s Health-Related Transfer: When a resident’s medical condition requires a moveto 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.

¢ Operationat 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 g comparable
living unit within the community, meaning one of similar size, type, and monthly fee
level whenever possible.

¢ [frelocation 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 Obligations

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 Oak Creek Apartments is subject to health 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 accommodation 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. [f a material changein
financial condition occurs before occupancy (such as loss of income or assets
needed 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 Oak Creek Apartments under a continuing care
contract is 65 years.

e Ayounger spouse or partner may also be admitted if the primary applicant meets
the minimum age requirement.

¢ Thereis 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
rasidency.

28.3 Special Conditions

* Exceptions to the minimum age requirement may be considered on a case-by-case
basis if a younger applicant is 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

Liguidity 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
ligquidity 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/Burlington, LLC and its parent held $255.8
million in unrestricted cash and investments. Within this balance, $260,000 has been
designated by NHC HealthCare/Burlington, 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, Oak Creek Apartments’s 12-month rolling average independent
living unit occupancy was 98%. Based on this level of ocou pancy, 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)

Co‘rripon'ent : Amount
é'%o’éa.llbr;)jéctéc'I‘t’:J”i:)ﬂe.r-atingut;*'p.eﬁse.s - M$1 5,900,695
E.Ada:D_e_b;S.é,r,\,liée (“prmmpalandmterest) B e e .\.$0
Less: Principaland interest (covered by Debt Service Reserve Fund) 50
Less:Depreciation and amortization (88983

Less: DOI Approved SNF Expense Exclusion Limited to Cross-Over Usage (14,295,180) :

Net projected operating costs $.'l,016,532'
Applicable reserve percentage based on occupaney 259
Required operatingroserve  emanss
\Unrestricted cash & vestmentsonhand $255,043
Eossabmorsauisaresane S

Summary: The required statutory operating reserve was $254,133. NHC
HealthCare/Burlington, LLC held $255,243 in assets limited to use investment account,
providing an excess cushion of $1,310 above the statutory minimum. Oak Creek
Apartments uses a DO! approved alternate calculation which excludes skilled nursing cost
not attributed to independent living residents’ usage.

29.4 Refund Security (Retention Fee Refunds)

NHC HealthCare/Burlington, LLC is not required by statute to escrow retention fees and
none are maintained in escrow.

30. Expansion and Renovation Plans

NHC HealthCare/Burlington, LLC has no current plans for expansion or renovations.
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31. Audit Opinion and Timeliness

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

* Timeliness: The audit was compieted 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 comply with NCDOI requirements, Clifton Larson Allen LLP conducted an additional
independent audit to provide the required audited statements for NHC
HealthCare/Burlington, LLC.

32. Audited Financial Statements

The audited consolidated and location specific financial statements of NHC
HealthCare/Burlington, LLLC, NHC HealthCare/Tryon, LLC and NHC HealthCare/Charlotte,
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 batance
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 statements are presented on a consolidated basis, supplemental
consolidating schedules provide provider-level detail for NHC HealthCare/Burlington, LLC.

33. Five-Year Prospective Financial Statements

Forecasted statements including NHC HealthCare/Burlington, 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,
supplemental consolidating schedules provide prospective operating results for NHC
HealthCare/Burlington, LLC on a stand-alone basis.

34. Variances from Prospective Financial Statements
For the fiscal year ended December 31 » 2025, management reviewed the results of

operations for NHC HealthCare/Burlington, LLC against the prospective financial
statements filed in the prior year. Variances included both financial line items and key
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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
- Equivalents (A)

. Accounts
. Receivable, Net (B)

intercompany
- Receivable (C)

Accrued Wagdes and

- Other Liabilities (D)

Projected Actual

Amount Amount

$750,000 7 $4,853

j $2,054,973  $1,379,159 '

$0  $516,451

$606,173 = $826,165

29

Variance Explanation

{$745,147) 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

($6?5,81 4)

accounts, with all cash held at

corporate.

Receivables at the close of fiscal

. year 2024 were higher due to

" NHC's acquisition of White Qak

- and the related transition

. activities. The forecast assumes

: receivables will increase with
rate increases.

+$516,451

CMS/Palmetto GBA was still

. processing the Change of
- Ownership (CHOWY/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 represents the
- amount awaiting transfer at
- month-end; these timing-related :
. balances are difficult to
. forecast.

+$219,002

Accrued wages were higher than

. forecast due to the timing of pay
: dates. The nymber of accrued



Category
Intercompany

- Accounts (F)

General and
- Administrative (H)

- Accounts Receivable f

- Cash Flow (1)

Intercompany

. Accounts Receivable

| —Cash Flow ())

Projected
Amount

. $936,221 $0 !

- $2,091,560  $2,308,998  +$217,438 _
' : been based on a shortened year.

$0  $139,320 |  +$139,320
| i . processing the Change of

Explanation

~days was 8 in 2024 compared
- with 21 in 2025. This unusual

- difference was not reflected in
- the forecast.

Actual Variance
Amount
($936,221)

CMS/Palmetto GBA was still

. processing the Change

of Ownership (CHOW/855).

- Until the CHOW was processed
- and approved, banking
' information could not be

uUpdated. Payments continued to 1

. 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.

The forecast appears to have

- Transition-related costs incurred

- during that period may have :
- Caused the forecast to overstate
- ongoing costs.

($452,603)  $717,137 +$1,169,740

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.

CMS/Palmetto GBA was still

- Ownership (CHOW/855). Until

the CHOW was processed and

- approved, banking information 1
- could not be updated. Payments -
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Category ~ Projected Actual Variance

Explanation

; 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
- transter 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 implemented.

' Expenses remained consistent
" throughout the year, and

- adequate cash levels allowed

Amount Amount
Accounts Payable—-  $438,335  ($46,001)  ($484,426) |
- Cash Flow {K) ! i '
(AccruedWegesand  $94,520  $314,512  +§219,992

- Other Liabilities -
. Cash Flow {L)

. pbayments to be made on time.

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.

35. Key Financial Metrics

This section presents the eight statutory financial ratios required under N.C. Gen, Stat. §
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 beginningin late 2026.
For the tables below, FY =the most recent fiscal year end.

Full statutory text of definitions is provided in Appendix F.
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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 FY-1 - FY FY+1 FY+2 Fy+3
' DCOH N/A 0.00 A1 1.19 1.15 111
| CUSH N/A | N/M N/M | N/M NM N/M

Narrative ~ Provider Only:

Liquidity is managed centrally by Nationat 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 liguidity 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.

Below are the Ratios based on NHC as a whole company:

Table 35.2: Liquidity Ratios - NHC

Ratio FY-2  ~ FY- FY " FY+1 Fy+2 FY+3
DCOH N/A | 0.00 | A1 1.19 | 115 111
' cusH NM /M N/M N/M N/M N/M

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.
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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
netentrance 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 FY-2 Y1 FY Fy+1 Fy+2 FY+3
OR N/AI -58.9‘3/1'; - 951% .93.l00% 91l2.;1.0%. : 92.4%
NOM B N/A B R R 410% | 410%
NOMA Al zew e as0%  490%

Narrative - Provider Only:

Burlington remained profitable from core operations in FY 2025, although margins were
lower than post-acquisition FY 2024 period. Management projects gradual margin
improvement through FY 2028 as improved census drives revenue growth that exceeds
expense growth. '

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.

Capital Expenditures to Depreciation (CED). Indicates reinvestment relative 1o
depreciation expense. Values at or above 1.0x usually mean the provider is reinvesting
enough to keep up.

Table 35.4: Capital Structure Ratios — Provider Only

Ratio | FY-2 - Fy4 FY FY+1 Fr+2  Fys3
oseR . onm wml ML M M M
e o R N/M S
o e e 87x o e m _, m
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Narrative - Provider Only:

Burlington 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. Following acquisition by NHC in 2024, management
has continued to invest in building improvements and capital renewal projects. The Capital
Expenditures to Depreciation ratio is affected by higher depreciation expense resulting
from the fair value adjustment of assets recorded at acquisition. Consequently, a ratio
below 1.0x should be evaluated in the context of acquisition related depreciation and
ongoing capital investment activity rather than as an indication of deferred maintenance or
insufficient reinvestment.

35.4 Overall Summary

Burlington is operating from a position of financial stability while continuing to rebuild
occupancy following the transition of its Veterans Administration contract. Although the
loss of the contract temporarily affected census and operation margins, management has
implemented initiatives focused on resident acquisition, occupancy growth and
operational efficiency. Financial projections reflect a gradual recovery in census and
profitability through FY 2028 as vacant units are absorbed and revenues increase.
Burlington benefits from the centralized liquidity management, operational support and
financial strength of National HealthCare Corporation (NHC), which had no long term debt
outstanding at December 31, 2025 and maintains substantial liquidity to support ongoing
operations and capital investment. Management believes Burlington is well positioned for
continued recovery and long term financial stability.

36. Actuarial Opinion and Balance

Actuarial study has not been performed.

37. Most Recent Department Examination Report

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

38. 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/Burlington, LLC. Other than the disclosures
provided in prior sections of this Disclosure Statement, management has determined that
no additional material information requires disclosure at this time.
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39. Contract Forms and Attachments

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

39.1 Continuing Care Contracts

NHC HealthCare/Burlington, 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 g 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 Index

The following Appendices are incorporated into and form an integral part of this Disclosure
Statement. Each Appendix begins on a separate page.
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Appendix B — Five-Year Prospective Financial Statements .............oo.oovoooooooo 38
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Appendix A — Audited Financial Statements

[Placeholder - Insert Audited Financial State

ments for Fiscal Year Ended December 31,
2025]

37



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

COMBINED FINANCIAL STATEMENTS
AND SUPPLEMENTARY INFORMATION

YEAR ENDED DECEMBER 31, 2025



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

TABLE OF CONTENTS
YEAR ENDED DECEMBER 31, 2025

INDEPENDENT AUDITORS' REPORT
COMBINED FINANCIAL STATEMENTS
COMBINED BALANCE SHEET
COMBINED STATEMENT OF INCOME
COMBINED STATEMENT OF SHAREHOLDERS’ EQUITY
COMBINED STATEMENT OF CASH FLOWS
NOTES TO COMBINED FINANCIAL STATEMENTS
INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION
SUPPLEMENTARY INFORMATION
COMBINING BALANCE SHEET
COMBINING STATEMENT OF INCOME
BALANCE SHEETS AND STATEMENTS OF INCOME BY SUBSIDIARY
NHC HEALTHCARE TRYON, LLC
NHC HEALTHCARE BURLINGTON, LLC
NHC HEALTHCARE CHARLOTTE, LLC

16

17

18

19
21
23



m CliftonLarsonAllen LLP
A CLAconnect.com

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

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.

* lIdentify 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 to those
risks. Such procedures include examining, on a test basis, evidence regarding the amounts and
disciosures 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.

* 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
combined 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 reasonabie 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 control related
matters that we identified during the audit.

%JM%% L7

CliftonLarsonAlien LLP

Charlotte, North Carolina
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)

CURRENT ASSETS
Cash and Cash Equivalents
Patient Accounts Receivable
Allowance for Credit Losses

Patient Accounts Receivable, Net

intercompany 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® EQuUITY

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

OTHER LIABILITIES
Deferred Income
Intercompany Payable

Total Other Liabilities

Total Liabilities
SHAREHOLDERS' EQUITY

Retained Eamings
Tatal Shareholders’ Equity

Total Liabilities and Sharehoiders' Equity

See accompanying Notes fo Combinad Financial Statements.

COMBINED BALANCE SHEET
DECEMBER 31, 2025

(3)

e 12,133
4,154,922
(517,295)

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

5,263,884
1,057,534

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

52 542 257

5 58863675

$ 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

$ 58863675




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 $ 43,053,462
Apartment Rents 3,412,027
Deposit Amortization 362,499
Interest and Other Revenue 151,391
Total Revenue 46,979,379
EXPENSES
Nursing Services 19,461,423
Ancillaries 3,677,884
Dietary 4,278,695
Social Services 508,482
Activities 470,383
Medical Records 146,200
Laundry and Linen 605,079
Housekeeping 1,333,423
Facility Operations and Maintenance 2,593,718
Depreciation 1,766,446
Interest Expense 105
Propetty Taxes and Insurance 832,998
Employee Benefits 2,156,938
General and Administrative 6,115,356
Total Expenses 43,945,128
NET INCOME $ _ 3034251

See accompanying Notes to Combined Financial Staternents.
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NHC HEALTHCARE, TRYON, LL.C
NHC HEALTHCARE, BURLINGTON LLC, AND
NHC HEALTHCARE CHARLOTTE LLC
(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 $ 1,940,780
Net income

3,034,251 3,034,251

BALANCE - DECEMBER 31, 2025 4975011 $__ 4975011

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

COMBINED STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2025

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income

$ 3,034,251
Adjustments to Reconcile Net income to Net Cash
Provided by Operating Activities;
Depreciation 1,766,445
Provision for Credit Losses 551,480
. Unearned Deposit Incoms and Other Liabilities 110,158
Loss on Disposal of Property 11,039

Decrease (Increase) in:
Patient Accounts Receivable 114,356
Other Assets _

(14,012)
Increase (Decrease) in:

Cash Overdraft (201,376)
Accounts Payable {224,795)
Accrued Wages and Other Liabilities {1,764,163)
Tenant Deposits 8,838

Net Cash Provided by Operating Activities 3,392,200

CASH FLOWS FRCM INVESTING ACTIVITIES

Purchases of Assets Limited as to Use (1,057,534)
Purchases of Property and Equipment {2,322 533)
Net Cash Used by Investing Activities (3,380,067)

NET CHANGE IN CASH AND CASH EQUIVALENTS 12,133

Cash and Cash Equivalents - Beginning of Year -

CASH AND CASH EQUIVALENTS - END OF YEAR 3 12133

See accompanying Notes to Combined Financial Statements.
{6)



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 faciiities,
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 resuits could differ from those estimates.

Cash Eguivalents

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 halance of
$12,133.

Aliowance 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 irends, 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 coliectability. At December 31, 2025, the allowance for
uncollectible accounts was approximately $517,000.

@)



NOTE 1

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

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 to be set 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 Eguipment

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 earned 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 from 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 seftlements 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 laws and regulations and is not aware of any pending or threatened
investigations involving allegations of potential wrongdoing. While no such reguiatory
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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NOTE 1

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.

Subsegquent Events

In preparing these combined financiai 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 $ 1,057,534
Total Designated to Comply 1.057,534
Total $ 1057534
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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

NOTE2 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, Chariotte, LLC. Under the laws and reguiations of the Department of Insurance
of Narth 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 Ooccupancy percentage, of the fotal occupancy costs of the independent
living units (i.e., total expenses less depreciation, amortization, and interest expense) plus
an aliocated 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
pericd following the period covered by the most recent annual statement fiied 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 regulatory requirements of the Department of Insurance of
North Carolina are held in money market funds, debt securities, and equity investments.

Deposits
The Combined Subsidiaries hoid 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 foliowing at December 31, 2025:

2025

Land and Improvements $ 12,163,608
Buildings 39,867,048
Fixed Equipment 822,369
Moveable Equipment 1,924,730
Vehicles 29,373
Construction in Progress 174,507

Subtotal 54,081,835
Less: Accumulated Depreciation (2,439,378)

Total $_ 52542 257

At December 31, 2025, construction in progress related o general renovations. Depreciation
expense for the year ended December 31, 2025 amounted to approximately $1,766,000.
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NOTE 4

NOTE &

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

ACCRUED WAGES AND OTHER LIABILITIES

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

Accrued Salaries, Wages, Taxes, and Benefits $ 2125738
Othsr 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
Subtotal 56,425,424

Less: Contractual Adjustments (13,371.962)
Total 5 43053462

Patient service revenue is reported at the amount that reflects the consideration to which the
Combined Subsidiaries expect to be entitied in exchange for providing resident and patient
care. These amounts are due from residents, patients, third-party payors {including health
insurers and gavernment 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. Generaily, performance obligations satisfied over time
relate to residents and patients receiving skiiled 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 2 monthly basis, or upon move-out within the month, whichever is
shorter,

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)



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 5 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
Subsidiaries’ policy and/or implicit price concessions provided to residents. The Combined
Subsidiaries determines its estimates of contractual adjustments based on contractuai
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 System methodology is based on g 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 not in a covered Part
A stay remain the same.

Other

Payment agreements with certain commercial insurance carriers, health maintenance
organizations, and preferred provider organizations provide for payment using
prospectively determined daily rates. '

(12)



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

NOTES TO COMBINED FINANCI!AL STATEMENTS
DECEMBER 31, 2025

NOTE & 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 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 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,
penalties, and potential exclusion 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 setflements 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
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 settled or are
no longer subject to such audits, reviews, and investigations. Adjustments arising from a
change in an implicit price concession impacting transaction price, were not significant in
2025,

Generally, residents who are covered by third-party payors are responsible for related
deductibles and coinsurance, which vary in amount. The Combined Subsidiaries estimates
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.
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 5

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 recoghized 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 settlements with the Medicare program
and with Medicaid in the period the related services are rendered, and adjusts such
estimates as final settflements 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
Accounts
Receivable
As of December 31, 2024 $ 5618,845
As of December 31, 2025 3,637,827
CONCENTRATION OF CREDIT RISK

EDIC 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 {o any one company. At times, such
investments may be in excess of the Federal Deposit Insurance Corporation (FDIC)
insurance limit.

(14)



NHC HEAL.THCARE, 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 & CONCENTRATION OF CREDIT RISK (CONTINUED)

NOTE 7

NOTE 8

Receivables

The Combined Subsidiaries grant credit without collateral 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 53

Total 0%

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 3 195,498
Nursing Expenses Provided to White Oak Pharmacy 58,419
Ancillary Expenses Provided to White Oak Pharmacy 8,815,998
Medical Supplies Provided to White Oak Pharmacy 476,401
Consulting Expenses Provided to White Oak Pharmacy 525,093
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
heatth care providers. Violations of these laws and regulations could result in expulsion from
government heaith care programs together with the imposition of significant fines and
penalties, as well as significant repayments for patient services previously billed.

(15)
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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.

%/Mz»% s

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 Recaivable
Allowance for Credit Losses
Patient Accounts Receivable, Net
Intercompany 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 Liabilities
Tenant Deposits
Total Current Liabilities

OTHER LIABILITIES
Deferred Income
Intercompany Accounts

Total Other Liabilities

Total Liabilities
SHAREHOLDERS’ EQUITY
Retained Eamings (Accumulated Deficit)
Total Shareholders’ Equity

Total Liabilities and Sharehotders' Equity

All
Combined Eliminations Subsidiaries
$ 12,133 3 - 3 12,133
4,154,922 - 4,154,922
(517,295) - (517 295)
3,637,627 - 3,637,627
1,315,402 {37,364) 1,352,766
288,722 - 298,722
5,263,884 (37,364) 5,301,248
1,057,534 - 1,057,534
54,981,835 - 54,981,835
{2,439,378) - (2,439,378)
52 542 257 - 52 542 257
$ 58863675 3 (37.364) $ 58901,039
$ 484,600 5 - 3 484,600
2,125,750 - 2,125,750
8,836 - 8,836
2,619,186 - 2,619,186
732,402 - 732,402
50,537,078 {37,364) 50,574,440
51,280,478 (37,364) 51,308,842
53,888,664 (37,364) 53,926,028
4,975,011 - 4,975 011
4,975,011 - 4,975 011
_$ 58883675 $ {37,364} $ 58,801,039
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NHC HEALTHCARE, TRYON, LLC
NHC HEALTHCARE, BURLINGTON, LL.C, AND
NHC HEALTHCARE, CHARLOTTE, LL.C
(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 Revenue $ 43,053,462 $ - $ 43,053,462
Apartment Fees 3,412,027 - 3412027
Deposit Revenue 362,499 - 362,499
Interest and Other Revenue 151,331 - 151,391
Total Revenue 48,979,379 - 46,979,379
EXPENSES
Nursing Service 19,461,423 - 19,461,423
Ancillaries 3,677,884 - 3,677,884
Dietary 4,276,695 - 4,276,695
Social Services 508,482 - 508,482
Activities 470,383 - 470,383
Medical Records 145,200 - 146,200
Laundry and Linen 605,079 - 605,079
Housekeeping 1,333,423 - 1,333,423
Facility Operations and Maintenance 2,593,716 - 2,593,716
Depreciation 1,766,446 - 1,766,446
interest Expanse 105 - 105
Property Taxes and Insurance 832,098 - 832,998
Employee Benefits 2,156,938 - 2,156,938
General and Administrative 6,115,356 - 6,115,356
Total Expenses 43,945,128 - 43,945 128
OPERATING INCOME 3,034,251 - 3,034,251
NET INCOME $ 3,034,251 b - $ 3034251
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NHC HEALTHCARE, TRYON, LLC
{A SUBSIDIARY OF NHC/OP, LP)

BALANCE SHEET

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

ASSETS
CURRENT ASSETS
Cash 3 2,181
Patient Accounts Receivable 484 846
Allowance for Credit Losses (69,063)
Patient Accounts Raceivable, Net 415,583
fntercompany 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 $ 16,458,487

LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT LIABILITIES
Accounts Payable 3 127,000
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 16,506,063
SHAREHOLDERS' EQUITY
Retained Earnings (47,578)
Total Shareholder's Equity (47 ,578)

Total Liabilities and Shareholder's Equity ’ $ 16,458,487
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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 $ 9,131,580
Apartment Renfs 1,804,004
Deposit Amortization 233,033
Interest and Other Revenue 100,941

Total Revenue 11,269,558

EXPENSES
Nursing Services 4,670,236
Ancillaries 827,628
Dietary 1,337,210
Social Services 163,096
Activities 130,909
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 $ (268,448)
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NHC HEALTHCARE, BURLINGTON, LLC
{A SUBSIDIARY OF NHC/OP, LP)

BALANCE SHEET
DECEMBER 31, 2025

(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

ASSETS

CURRENT ASSETS
Cash
Patient Accounts Receivable
Allowance for Credit Losses
Patient Accounts Receivable, Net
Intercompany Receivable
Cther Current Assats
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 Income
Intercompany Payable

Total Other Liabilities

Total Liabilities
SHAREHOLDERS' EQUITY
Retained Earnings
Total Shareholder's Equity

Total Liabilities and Shareholdar's Equity

(21)

$ 4,853
1,379,158
249,150
1,130,009
518,451
114,229
1,765,542

255,443

18,659,524

_$ 208680509

$ 153,054
826,165

8,000

987,219

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 DECEMEBER 31, 2025
(SEE INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTARY INFORMATION)

REVENUE
Patient Service Revenue 3 15,358,817
Apartment Rents 1,055,423
Peposit 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 $ 269,916
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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
Patient Accounts Receivable
Allowance for Credit Losses

ASSETS

Patient Accounts Receivable, Net

Intercompany Receivable
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
intercompany Payable
Deferred Income

Total Other Liabilities

Total Liabilities

SHAREHOLDERS' EQUITY
Retained Earnings

$ 5,099
2,291,117
{199,082)

2,002,035
71,124
119,628

2,287,886
281,205

19,182,952

$ 21,762,043

$ 204,546
784,814
836

980,196

16,561,040
9,400

16,570,440

17,560,636

4,201,407

Total Shareholder's Equity

Total Liabilities and Shareholder's Equity
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NHC HEALTHCARE, CHARLOTTE, LLC
(A SUBSIDIARY OF NHC/OP, LP)

YEAR ENDED DECEMBER 31, 2025

STATEMENT OF INCOME

(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

REVENUE
Patient Service Revenue
Apartment Rants
Deposit Amortization
Interest and Other Revenue
Total Revenue

EXPENSES
Nursing Services
Ancillaries
Dietary
Social Services
Activities
Medical Records
Laundry and Linen
Housekeeping
Facility Operations and Maintenance
Depreciation
Interest Expense
Taxes and Insurancs
Employee Benefits
General and Administrative

Total Expensas

NET INCOME

(24)

$ 18,563,065
552,600
13,300

27645

18,156,610

7,253,845
1,695,336
1,536,059
184,219
142,015
48,386
206,663
440,212
868,121
462,997
20
294,441
868,740
2,322 592

16,123,827

5 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, NIHC caulions investors that any forward-locking statements nmde involve
risks and uncertainties and are not guarantees of future performance, Investors should also refer to the risks identified in "Part 1, Ttem LA. Risk Factors" for a diseussion of various
rigk factors of the Company and that are inherent in the health care industry. Given these risks and uncertainties, we can give o assurance that these forward-looking statements
will, in fact, transpire and, thetefore, 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 filing.

PART1

ITEM 1. BUSINESS

National HealthCare Corporation, which we alse refer to as NHC or the Company, began business in 1971, Our principal business is the opemation of skilled nursing
facilities, assisted living facilities, independent living facilities, homeeare and hospice agencies, and behavioral health hospitals. Our business activities include providing sub—
acute and post—acute skilled nursing care, intermediate nursing care, rehabilitative cere, memory and Alzheimer’s care, senior living services, home heelth care services, hospice
services, and behavioral health setvices, In addition, we provide nanagement services, accounting and financial services, as well as insurance services to third party operators of
healih care facilities. We also own the real estate of 10 healthcare properties and lease these properties to third party operalors. We operate in 9 states and our operations are
primarily located in the Southeastern and Midwestern patts of the United States.
Description of the Business

The following table sunmrerizes our operations by ownership status as of Decerrber 31, 2025:

Cwned Leased Managed Total
Skilled Rursing Facilities
Number of facilities 43 29 8 g0
Percentage of'total 537% 36.3% 10.0% 100.0%
Licensed beds 5485 3,865 979 10,329
Percentage of'total 53.1% 37.4% 9.5% 100.0%
Assisted Living Facilities
Number of facilities 19 5 2 26
Percentage of total 73.1% 19.2% 7% 100.0%
Units 1,309 70 34 1413
Percentage of'total 92.6% 5.0% 24% 100.0%
Indzpendent Living Facilities
Number of facilities 5 3 1 9
Percentage of lotal 55.6% 33.3% 11.1% 100.0%
Retirerrent apariments 39 245 136 777
Percentage of total 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
Huspice Agencies 33 - - 33




Net Patient Revenues. The services we provide inclade a comprehensive range of health care services. In fiscal year 2025, 95.8% of our net operating revenues were
derived fromsuch health care services. Highlights ofhealth care services activitics during 2025 were as follows:

Skilled Nursing Facilities. The most sighificant portion of our business and the base for our other health care services is the operation of our skilled nursing
facilities ("SNF's™). In our facilities, expetienced medical professionals provide inedical services preseribed by physicians. Registered nurses, licensed practical
nurses, and certified nursing assistants provide comprehensive, individualized nurs ing care 24 hours a day. In addition, our 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
reported as net patient revenues in our financial statements. Management fes income i8 recotded as other revenues from the eight facilities that we manage. We
generally charge 6% of facility net operating revertues for our management services.

The following table shows the occupancy percentages for our owned and leased skilled nursing facilities. We define occupancy percentage as the ratic of actual
patient days during any measurement period to the number of operational beds in a facility, ‘The number of beds that are operational may be less
than the licensed bed capacity. The reduction of opetational beds compared to licensed beds occurs for a variety of reasons, some of which include conforming
o government requirements, improving operational efficiencies, or enhancing the patient experience. We believe reporting occupancy based on operational
beds is consistent with industry practice and provides a more meaningful measure of performance,

Year Ended Decertber 31,
2025 2024 2023
Oveuall cengus } 89.7% 88.6% 87.9%

Rehabilitative Services. Our licensed thempists provide physical, speech, respiratory and occupational therapy for patients recovering from strokes, heart
attacks, orthopedic conditions, neurological illnesses, or other illnesses, injuries, or disabilities. We nuintained = reliabilitation stalf of over 1,230 highly trained,
professional therapists in 2025. Most of our rehabilitative services are for patients in our owned, leased and managed skilled nursing facilities, However, we also
provide services to 48 additional health care providers. Our rates for these services are cormpetitive with other market rates.

Medical Speeialty Units, All cur skilled musing Gicilities participate in the Medicare program, and we have expanded our range of offerings by the creation of
facility-specific medical specialty wnits such as our memory care units and sub-acute nursing units. Qur trained staff provides care for Alzheimer’s patients in
early, middle and advanced stages of the disease. We provide specialized care and programs for persons with Alzheimer’s or related disorders in dedicated units

within many of our skilled nutsing facilities. Qur spechalized 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 appropriate medical and functional planning objectives with a prinary goal
where feasible for a retum to home or a similar environment.

Assisted Living Facilities. Our assisted living fcilities provide personal care services and assistance with general activities of daily living such as dressing,
bathing, nieal preparation and medication management. We perform resident assessments to determine what services are desired or required, and our qualified
staff encourages residents fo participate in a range of activities. Tn 2025, the rate of occupancy was 84.3% compared to §1.1% in 2024. Certificates of Need
("CONs"} are not required Lo build these projects in most states, and we believe ovetbuilding has occurred in some of our markets,

Independent Living Fhcilities. Our independent living facilities offer specially designed residential units for the active and ambulatory elderly and provide
various ancillary sexvices for our residents, including restaurants, activity rooms and social areas. Charges for services are paid from private sources without
assistance from govemmental programs. Independent living facilitivs 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 cages, developed independent living facilities adjacent to our nursing facilitics. These units are rented
by the month; thus, these facilities offer an expansion of our continuum of care, We believe these independent living units offer a positive marketing aspect to all
our senior care offerings and services. In 2025, the rate of oceupancy was 93.8% compared to 93.2% in 2024,

Behavivral Heatth Hospitals. Our comprehensive continuum of care includes behavioral health servicos to both adults and getiairic patients with psychiatric,
emotional, and addictive disorders. Qurrently, we operate three behavioral hospitals for adult and getiatric patients who require inpatient hospitalization due to
mental disorders, including cognitive illnesses. We also offer intensive outpatient programs with individualized treatment plans based on the patient's ¢linical
needs.




. Homecare Agencies. Our howe health agencies ("homecares™) assist those who wish to stay at home or in assisted living residences but still require some
degree of medical care or assistance with daily activities, Registered and licensed practical nurses and therapy professionals provide skilled services such as
infusion therapy, wound care and physical, occupational and speech therapies. Home health zides may assist with daily activities such as assistance with
walldng and getting in and out of bed, personal hygiene, medication assistance, light housekeeping and maintaining a safe environment. Under the Medicare
reimbursement payiment system, we receive a prospectively determined amount per patient per 30-day period of care. Under our nmnaged care contracts, we may
teceive 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 Agencios. We provide hospice care through Carls Fealthcare ("Caris”), a whelly owned subsidiary of NHC, Caris specializes in providing hospice and
palliative care to over 1,647 patients per day in 33 locations in Georgia, Missouri, South Carolina, Tennessee, and Virginia. Under the Medicare reimbursement
payment system, Medlicare pays a daily 1ate to cover the costs for providing services included in the patient care plan. Medicare nakes daily payments based on
1 of4 levels of hospice care. All hospice care and services offered to patients and their families rmist follow an individualized written plan of care that meets the
patient’s needs.,

. Pharmacy Operations, At December 31, 2025, we operated five regional pharmacy locations (two locations each in Tenuessee and South Caroling and one
location in Missows). These pharmacies primarily service our patients that are in an inpatient setting using a central location to deliver pharmacevtical supplies.
Our regional phatrsacies bill Medicare Part D Prescription Drug Plans (PDPs) electronically and directly for mpatients who have selected a PDP.

. Institutional Special Needs Plan {"ESNP™). Our I-SNP, which is called NIC Advantage, is a managed care insurance company that restricts enrollment to
Medicare Advantage eligible individuals who, for 90 days ot longer, have had or are expected to need the level of services provided in a skilled nursing facility.
We believe the I-SNP benefits our patients by providing nurse practitioners and care-coordination teams that continue to enhance the patient-centered
experience and our quality of patfent cave. The LSNP receives n per member, per month premum fom Medicare which covers the members' same hezlth care
benefits as orignal Medicare, as well as additional benofits mcluding preventive screenings and routing vision coverage, Al December 31, 2025, the ESNP
operated in the states of Tennessee, Missourd, and South Carolina with approximately 1,300 memwbers enrolled in the plan,

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

o Management, Accounting and Financial Services. We provide management services to skilled nursing facilities, assisted living facilities and independent living
facilities operated by third party operators. We typically charge 6% of the wanaged centers” net operating revenues as a foe for these services. Additionally, we
provide accounting and financial services to other healthcars operators. As of Decerber 31, 2025, we perform management services for eleven healthcare
facilities and accounting and financial services for 14 heaftheare frcilities.

. Insurance Services. NIC owns a Tennessee domiciled insurnce company that provides workers® compensation coverage to substantially all of NHC's owned,
leased and managed heakhcare facilities. A second wholly owned insurance subsidiary is licensed in the Caynen Islands and provides general and professional
liability coverage in substantially all of NHC?s owned, leased and managed healthoare facilitics,

. Rental Tncome. The healthcare propetiies currently owned and leased to third party operators include nine skilled nersing facilities and one assisted living
community.

Governmient Stimulus Income. The Enployee Retention Credit ("ERC") was established by the Coronavirus Aid, Relief, and Economic Security Act {the "CARES Act™)
and intended to help businesses retain their workforce and avoid layo(® dwing the pandemic. The ERC provided a per enployee oredit to eligible businesses based on a
percentage of qualified wages and healih insurance benefits paid to employees. The qualified wages and health insurance benafits paid by the Company were related to the
second, third, and fourth quarters of 2020. All conditions related to the FRC were met during 2024, The Conpany recorded $9,445,000 of govemment stimulus income related to the
ERCredit forthe year ended Decsmber 31, 2024,

Non—Operating Income. We generale non—operating inceme from equity in earings of uncorselidated investivents, dividends and realized gaing and losses on
marketable securities, interest income, and other miscellancous nen—cperaling ncong,




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

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

The tables below sunmanze NHC's overall performance m these Five-Star ratings versus the skilled nursing industry as of December 31, 2025:

[ndustry
NHC Ratings Ratings
Total number of skilled nursing facilities, end of period 80
Number of 4 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 following table lists our recent
construction and purchase activities.

Type of Operation Description Size Location Placed in Service
Hospice New Agency 1 agency Cedar Bluft. 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 Operations 100 units Stuart, FL July 2023
Hospice New Agency 1 agency Morristown, TN April 2024
Hospice New Agency | agency Lawrenceburg, TN July 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, [nc. ("White Oak”). The White Oak portfolio consisted of 15 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 nursing beds, 43 assisted living
units. and 302 independent living units in the states of South Carolina and North Carolina.

Business Segments

The Conpany has two reportable operating segments: (1) inpatient services, which mcludes the operation of slalled 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 ncome,

management and accounting services fees, msurance services, and costs of the corporate office. Sec Note 5 in the notes to the consolidated 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 of a smgle customer or group of
related customers would have a material adverse effect.




Certain groups of patients receive funds to pay the cost of their care roma comnon source. The [ollowing table sets forth sources of net patient revenues for the periods
indicated:

Year Ended December 31,
Souice 2025 2024 2023
Medicare 31% 3% 34%
Managed Care 12% 10% 1%
Medicaid 30% 29% 3%
Private Pay and Other © 2% 28% 26%
Total 100% 100% 100%

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

Medicare is 2 health insurance program for the aged and certain other chronically disabled individuals operated by the federal government. Medicare covers skilled
nursing services for beneficiaries who require musing cave and/or rehabilitation services following a discharge fiom an acute care haospital. For each eligible day a Medicare
beneficiary is in a skilled rursing facility, Medicare pays the facility a daily payment, subject to adjustment for certain factors such as a wage index in the geographic area. The
paymeont covers all services provided by the skillad nuising facility for the beneficiary that day, ncluding room and board, nurs ing, therapy and drugs, as well as an estinate of
capital-reiated costs to deliver those services.

Medieaid is a medical assistance program for the indigent, operated by individual states with the financial participation of the federal government. Medicaid may
supplement Medicare benefits for the disabled and for persons aged 65 and older meeting financial eligibility requirements. Medicaid reimbursement forrulas are established by
each state with the approval of the federal govemment in accordance with federal guidelines. Seniors who enter skilled nurs ing facilities s private pay patients can become eligible
for Medicaid once they have substantially depleted their assets. Metlicaid typicaily covers patients that require standard room and board services and provides reimbursement
tates that ave generally lower than rates eamed from other sources.

Medicaid reimbursement varies fiom state fo state and is based upon a number of different systems. The states in which we operate primarily use a cost-based
reimbursement sysiern, Rates are subject to 2 state's annual budgetary requirements and funding, statutory and regulatory changes and terpretations and mlings by individual
state agencies and state plan amendments approved by CMS,

Private pay, managed care, and other payment sourees include comnwrcial insurance, individual patient fands, managed care plans and the Veterans Admini tration.
Although payment rates vary among these sources, market forces and cosis largely deternine these rates. Private paying patients, private insurance carriers and the Veterans
Administration generaily pay based on the center's charges or specifically negotiated contracts.

We contract with managed care organizations {"MCO's") and insurance carriers for 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 i which we operate regulate various
aspects of our business. These regulatory bodies, among other things, require us annually to license our skilled nursing facilities and other health care businesses. To operate
skilled nursing facilities and provide health care services we st comply with federal, state and local laws relating to the delivery and adequacy of medical care, distribution of
pharmacenticals, equipmont, personnel, aperating policies, fire prevention, rate—setting, building codes and environmental protection. Changes in the laws or new interpretations
of existing laws as applied 10 the skilled nwising facilities, home health and hospice, or ather components of our health care businesses, may have a significant impact on our
opéerations.

Governmiental and other authorities pericdically inspect our healthcare facilities and home health and hospice agencies o assure that we continue to comply with their
vatious standards. Wo nmst pass these Inspections to continue our licensing under state law, to obtain cerfification under the Medicare and Medicaid prograws, and to continue
our participation in the Veterans Administration program We can only participate in other third—party prograns if our facilities pass these inspections.

From time to time, we, like others in the health care industry, may roceive notices fiom foderal and state regulatory agencies alleging that we failed to corrply with
applicable standards. These notices oy requite us to take cormective action and may impose civil money penalties and/or other opetating restrictions. If our healthcare
operations fail te comply with these directives or otherwise fail to camply substantiaily with Lcensure and certification laws, rules and regulations, we could lose our certification as
& Medicare and Medicaid provider and/or lose our licenses,

Local and state health and social service agencies and other regulatory authoriiies specific to their location regulate, to varying degrees, our assisted living facilities.
Although regulations and licensing requitenents vary significantly from siate to state, they typically address, among other things, personnel education, training and records;
facility services, including adminiseration of medication, assistance with supervision of medication management and lmited nursing services; physical plant specifications;
futnishing of resident units; food and hous ekeeping services; emergency evacuation plans; and resident rights and responsibilities. If assisted vin g facilities fail to conply with
licensing requirements, these facilities could lose their beenses. Most states also subject assisted living facilities to state or local building codes, fire codes and food service
licensure or certification requirernents. In addition, the manner and extent to which the assisted living industry is regulated ai 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 exceading certain specified amounts or construct any new skifled health
care beds, approval of the stafe health care regulatory agency or agencies must be obtained, and a Certificate of Need issued.. The appropriate state health planning agency nust
review the Certificate of Need according to state-specitic guidelines before a Certificate of Need can be issued. A Certificate of Need is generally issued for a specific maxinum
amount of expenditure and the project nust be completed within a specific time period. There is no advance assurance that we will be able to obtain 2 Certificate of Need in any
instance. In sone states, approval is also necessary in order to purchase existing health care beds, although the purchaser is normally permitted to avoid a full-scale Certificate of
Need application procedure by giving advance written notice 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 number of beds, services offered and, in some cases, reimbursement rates at the facility,

A significant goal of the federal health care system is to transform the delivery of health care by holding providers accountable for the cost and quality of care
provided. Medicare and many comirercial third-party payors are implementing Accountable Care Organization (" ACO"} models in which groups of providers share in the benefit
and risk of providing care to an assigned group of individuals. Other reimbursement methedology refomrs in which we are participating or expect to paticipate in include value—
based purchasing, in which 2 pottion of provider reimbursement is tedistributed based on relative perfornance on designated economie, clinical quality, and patient satisfaction
metrics. Also, CMS s implementing progrems to bundle acute care and post—acute care relmbursement to hold providers accountable for costs across a broader contimm of care,
These reimbursement methodologies and similar programs are likely to continue 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 likely to benefit financially.

Patient Confldentialin:

We are also subject to laws and regulations enacted to protect the confidentiality of patien health information. The U.S. Departiment of Health and Human Services
{"HES") has issued rules that govem our use and disclosure of protected health information. We have established policies and procedures to comply with the Health Insurance
Pottability and Accountability Act of 1996 ("HIPAA") privacy and security requireiments. We maintain a company-wide HIPAA conpliance plan, that we believe complies with the
HIPAA privacy and secuiity regulations. The HIPAA privacy and security regulations have and will continue to impese significant costs to the Company in oxder to comply with
these standards, Our operations are also subject to any federal or state povacy-related laws thal are more restrictive than the privacy regulations issued under HIPAA. These laws
vary and could impose additional penalties for privacy and security breaches.

Medicare and Medicaid Participation

Allskilled nursing facilities, owned, leased or managed by us are certified to participate in Medicare. All but eight (seven owned and one managed) of our affiliated skilled
nursing facilities participate in Medicaid. All our homecare and hospice agencies paiticipate in the Medicare and Medicaid prograns, with Medicare comprising the majority of their
revenue. Our behavioral health hospitals also participate in the Medicare and Medicaid program.

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

Medicare Legislation and Regulations
Skilied Nursing Facilities

Medicare is uniform nationwide and reimburses skilled nursing facilities under a fixed payvment methodelogy called the Skilled Nursing Facllity Prospective Payment
System{" SNF PPS"). The SNF PPS includes a case-mix model calied the Patient-Driven Payment Model ("PDPM™), which focuses on a resident’s condition and care needs, rather
than the amount of care provided 1o determine reinburserent levels. PDPM utllizes clinically relevant facters for determining Medicare payment by using ICD-10 diagnosis codes
and other patient characteristics as the basis for patient classification. PDPM utilizes five case-mix adjusted payment components: physical therapy ("PT*), occupational therapy
("OT"), speech language pathology ("SLP"), nursing and social services and non-therapy ancillary services ("NTA"). It alsc uses a sixth non-case mix component to cover
atilization of skilled 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 fiscal year 2026 Medicare payment rates and policy changes for skilled nursing facilities, which began on October 1,
20625. 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
increase of 3.3%, an increase of 0.6% te the market basket forecast error adjustment, and & negative 0.7% productivity adjustment. These Fgures do not incorporate the SNF Value
Baged Purchasing (" VBP*) reduction for certain SNFs subject to the net reduction in payments under the SNI VBP; those adjustments are estimated to total $208.4 million in fscal
year 226

Homecares

Medicare is uniform nationwide and refmburses homecare agencies under a Patient-Driven Groupings Model ("PDGM™). Under PD@GM, Medicare provides homecare
agencies with payments for sach 30-day peried of care provided to beneficiaries. Ifa beneficiary is still eligible for care after the end of the first 30-day payment period, a second 30-
day payirent period can begin. There are no Limiis to the number of periods of care a beneficiary who remsins eligible for the home health benefit can receive, While paynent for
each 30-day petiod of care is adjusted to reflect the beneficiary’s health condition and needs, a special outlier provision exists to ensure appropriate payment for those
beneficiaties that have the most expensive care needs. The payimeni under the Medicare programis also adjusted for certain variables.

In November 2023, CMS released its final rale outlining Fscal year 2026 Medicare payment rates, CMS projects payments to houw health agencies in fiscal year 2026 will
decrease by 1.3% or $220 million, relative to the prior year This increase reflects & 2.4% home health payment update, reduced by a 0.9% decrease that reflects the final permanent
adjustment, an estimated 2.7% decrease that reflecis the fnal temporaty adjustment, and a 0.1% decrease that reflects the updated fixed-dellar loss ratio for ouilier payments. In
addition, CMS is finalizing recalibrated PDXIM case-mix weights, updated low-utilization payment adjustment ("LUPA”) threshokds, updated fnctional impairment levels, and
comabidity adjustment subgroups for 2026,

Hospice
Medicare payment rates are caleulated as daily rates for each of four levels of care we deliver. Rates are set baged on specitic levels of care, are adjusted by a wage index
to reflect healthcare labor costs actoss 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 ofthe other levels of care, such as the work of nurses, social workers or home health aides.

. General Inpatient Care. Pain control or acute or chronic syrmptom management that cannot be managed in a setting other than an inpatient Medicare-certified
facility, such as 2 hospital, skilled nurging Eacility or hospice inpatient facility.

. Continuous Home Care, Care for patients experiencing a medical crisis that fequires nursing services to achieve palliation and symptom control if the agency
provides a nininuum of eight hours of care within a 24-hour period.

. Inpatient Respéte Care. Shori-tetm, inpatient care to give teiporary relief to the caregiver who regulatly provides care to the patient.

Medicare payments are subject to two fised annual caps, which are assessed on 2 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 itttenmediary on an annual bagis,

In August 2025, CMS released its final rule outlining fiscal year 2026 Medicare payment rates, CMS issued a rate increase of 2.6%, or $750 million, efoctive October 1,
2025. This increase results from the proposed 3.3% inpatient hospital market basket percentage increase reduced by a proposed 0.7% point productivity adjustient, required by
law. The FY2026 hospice payment update alsc mcludes 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.




Medicnid Legislation and Regulations
Skilled Nursing Facilities

State Mediczid plans subject to budget constraints ate of particular concem to us. Changes in federal fonding coupled with state budget problems and Medicaid
expansion under the Affordable Care Act have produced an uttcertain environment. Sowe states will not keep pace with post-acute healihcare inflation, States are currently under
pressure to pursue other altematives te skilled nursing care such as conmmnity and home—based services.

Medicaid programs are funded jointly by the federal government and the states and are administered by states under approved pians. Most state Medicaid payments are
nmiade under a prospective payment system or under programs which negotiate payment leveis with individual providers. Some states use, or have applied to nse, waivers granted
by CMS to implement expansion, impose different eligibility or enrollment restrictions, or otherwise fmplement programs that vary from federal standards,

Effective July 1, 2025 and for the fiscal year 2026, the state of Tennessee implemented s pecific individual nursing facility increases. 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 {, 2025 and for the fiscal year 2026, the state of South Caroling has proposed specific individual nursing facility increases. We estimate the resulting
increase in revenue for the 2026 fiscal year will be approxinately $4,200,000 annually, or 1,050,000 per quarter.

Wz have also received fom many of the states in which we operate a supplemental Medicaid payment to help mitigate the inflationary labor and healthcare workforce
crisis. For the years ended Decenber 31, 2025, 2024 and 2023, we have recorded $7,246,000, $12,749,000 and $20,214,000, respectively, due to these supplemental Medicaid
payments. We have recorded these payments in net patient revenues in our consolidated statements of operations,

Centers for Medicare and Medicald Services Minimum Staffing Standards

On April 22, 2024, the Centers for Medicare and Medicaid Services ("CMS"} issued the Mininum Staffing Standawds for Long-Term Care {"LTC") Facilities and Medicaid
Institutional Payment Transparency Reporting final rule. Included in this final wule wele new comprehensive mininum nurse staffing requirenents, which aimed to significantly
reduce the risk of residents receiving unsafe and low-quality care within LTC facilities. The passage of the One Big Beautiful Bill Act ("OBBB"} in July 2025 prohibited the Health
and Human Services ("HHS”) fiom Inplementing, administering, or enforcing the Minimim Staffing Rule until October 1, 2034. Furtheumore, n Decermber 2025, CMS issued an
interim final rule rescinding part ofthe mininumstaffing rale in nursing homes, including the miniwmim hours per resident day requirement.

Competition

In most of the communities in which we operate health care facilities, we compete with other health care facilities in the area. There are hundreds of operators ofpost-acute
healthcare services in each of these states and no single opertor, including us, dominates any of the watkets, except for some small rural nurkets which might have limited

As we continue to expand into all areas of senior health cate, we monitor proposed or existing competing operations. Cur goal is to link our skilled nursing facilities with
our senior fiving communitics, home health operations, hospice operations, and behavioral hiealth hospitals; therefare, obtaining a competitive advantage for our operations.

Human Capital
Employees

As of December 31, 2025, we had 15,278 fulltitme and pari-time cipployees ("pariners”), mainly through our Administutive Services Contractor (Natiopal Health
Corporation). None of our partners were represented by a collective bargaining agreement. We bolieve relations with our partners are good. Our pattners are guided by NHC's
Code of Conduct, and they take pude in their work The Company’s partners appreciate different perspectives and ombrace the opportunity to work with those of diverse
bacigrounds.

Total Rewards

To attract and retain top tzlent, we believe we must offer and maittain competitive total rewards for our pariners. These rewards include not only wages and salaries, but
also health, welfare, and retirement benefits. Oug partners accrue earned time off ("ET0P) with the fexibility to use this time at their discretion. We olfer comprehensive health
insurance coverage (o all cligivle partners a3 well as a partner and family sick timo program, which allows partners to accrue paid sick time based on howrs wotked and to use that
time for themselves or family members in need of care, We offer 2 401(k} plan which includes metching company contributions. Alsc, to foster a slronger sense of ownership, we
offet an Employee Stock Purchase Plan whers partners nwy purchase company stock through payroll deductions.
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We face conpetition i enploying and retaining nurses, technicians, aides, and other high-quality professional and non-professional enployees. To enhance our
conpetitive position, we offer a robust educational tnition reimbursement program, an American Dictetic Association approved intemship program, specialty designed nurse aide
training clnsses, and there is financizl scholarship aid available for various heaith care vocation prograns.

We also conduct an " Adwinfstrator in Training” course, which is 24 monthy in duration, for the professional training of skilled nutsing facility adwinistrators. 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 cenler administrators are
graduates ofthis program.

We regulatly utilize third-party consuliants to conduct anonytmous Surveys to seek feedback from our pariners on a variety of topics, including but not limited to,
confidence in company leadership, competitiveness of our compensation and benefits package, career growth opportunities and improvements on how we can continue (o make
our conpany an enpleyer of choice. The results are shared with our partners and teviewed by senior leadership, who analyze areas of progress or deterioration and prioritize
actions and activities in response to this feedback to drive meaningful improvenents in partner engagement.

Health and Sofety

The health and safety of our partners is our highest priority. We focus on safety training in crder to maintain a safe work environment and mininize work-related fnjury.
When the pandemic began, we ensured and continue to ensure that our partners have access to mesks, thermometers, protective gloves, sanitizing supplies, and all personal
protective equipment nesded in order to protect themselves. We closely followed the recommendations ofthe World Health Organization, the 1.8, Centers for Disease Control and
local governments, and we ook action to ensure our partners were safe,

Comnminity

We have a long and proud history of investing in the communities where we live and wark. Through the National Health Foundation (the "Foundation™) and The
Foundation for Gerintric Education ("IFGE") we give back by providing grants to nonprofits and providing tuition reimbursement to partners to further their education in the field
of periatrics, We also have a Compassion Fund, which is used to help support partners in times of peed. Marry of our partners make a positive impact in the communities in which
they live by donating their time and talent by volunteering and serving on boards of charitable crganizations.

Tnvironmental Sus tainability

We are working diligently to minimize our effect on the environment by conserving energy and protecting our natural resources. We are focusing on being more energy
efficient and reducing our water use and wastewater discharges while continuing to provide a heaithy environment for our patients, partners and visitors, We are committed to
adhering to applicable federal, state and local environmental regulstions. Our goalis to rinimize environmental risks to our patients and in the comnunities which we operate.

Through recycling programs, we are working to reduce the amount of waste sent 1o landfills. Our electronic waste is recycled through a zero-landfill recycling company.
Awailable Information

The Company's Annual Reports on Form L0-K, Quartetly Reports on Form 10-Q and Cutrent Reporls on Form 8-K, and amendinenis to those reports filed or furnished
pursuant to Section 13(z) or 15(d) o the Securities Exchange Act of 1934, are available free of charge at www.nhccare.com, as soon as reasonably practicable atter the reports are
electronically filed or furnished with the ULS, Securities and Fachange Commission ("SEC"). The $EC maintains & website that contains these reports as well as proxy statements

and other information regarding issuers that file electronically. The SECs website is at www.sec gov. NHC's website and its content are not deemed incorporaied by reference into
this report.
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ITEM 1A,  RISKFACTORS

You should carefully consider the risk factors set forth below, as well as the other information contained in this Annual Report on Form 10-IC These risk factors should
be considered in connection with evaluating the forward—looking statements contained in this Annual Report on Form 10-K, because these Bcters 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 are not currently known to us or that we currently deemto be immaterial may alse materially and adversely alfect our business operations. Any of the following
tisks conld materially adversely affect our business, financial condition or results of operations anid cash flows.

Risks Relating to Qur Operations

We depend on reimbursement from Medicare, Medicaid and other thivd-party payors, and reimbutsement rates [from such payors may be reduced. We derive a
substential pertion of our revenne from third—party payors, including the Medicare and Medicaid programs. Third-party payor programs are highly regulated and are subject to
frequent and substantial changes. Changes in the reimbursenent rate or methods of paywent from third—party payors, ncluding the Medicare and Medicaid prograns, or the
implementation of other measutes to reduce reimbutsements for our services has in the past, and could in the firture, result in a substantial reduction in our revenues and operating
margins. For example, the Budgei Control Act of 2011 requires 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% teduction on Medicare claims in 2013, with termporary suspensions and 1% cuts in
2020 — 2022, These reductions have been extended through 2030,

1




Net revenue realizable under third—parly payor agreements can change after examination and retroactive adjustment by payors during the claime seltlement processes or
as a result of post—payment audits. Payors may disallow requests for reimbursement based on determinations that certain costs are nol reimbursable or reasonable because
additional documentation is necessary or because certain setvices were not covered or were not reasonable and medically necessary.

Our hospice agencies are subject 1o two payment caps that limit Medicare reimbursenent each federal fiscal year, an inpatient cap and an aggregate cap. The inpatient cap
limits the number of days of inpatient care to no mere than 20% of total patient care days. The aggregate cap limits the total Medicare reiimburserrent that a hospice may receive
based on an ammual per-beneficiary cap amount and the number of Medicare patients served. If payments received by any one of our hespice provider numbers exceeds the
patient or aggregate caps, we are requited to reimburse Medicare for payments received in excess of the caps, which could have a material adverse effect on our business,

We cannot assure you that adequate reimbuzsement levels will continue to be available for the services provided by us. Further limits on the scope of services reitmbursed
and on reimbursement rates could have a iaterial adverse effect on cur liquidity, Enancial condition and resulis of operations. It is possible that the effects of further refinements
to payment systems that result in lower payments to us or cuts in state Medicaid funding could have a material adverse effect on our results of operations. See Item |, "Business —
Govemnment Regulation” and "Business - Medicate Legislation and Regulations”.

The indusiry trerd towerd value-based purchasing may negatively inpact our revenues. Value-based purchasing programs emphasize quality and efficiency of services,
rather than volume of services. For example, CMS reimburses SNF providers using the PDPM, a payment methodology that classifies patients into payment groups based on
clinical factors using diagnasis codss rather than by velume of services. In addition, CMS requires SNFs, hotre health agencies and hospices to report quality data in order to
receive full reinibursement. Failure to report guality data or poor performance may negatively impact the amount of reimbursement received. CMS publishes quality measure data
online through its Care Compare website, 1o allow the public to search and compare data for Medicare-certified providets.

Under the SNF Value-Based Purchaging Program, CMS reduces SNF Medicare payments by 2 percentage points and redistributes the majority of these funds as incentive
payments based on SNF quality measure performance. In January 2022, CMS begar firplementing a nationwide expansion of the Home Health Value-Based Parchasing ("HHVBF)
Model. Under the mmodel, home healih agencies will receive increases or decreases to their Medicare fee-for-service payments of up to 5%, based on performance against specific
quality meesures telative to the perfommance 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 HITVBE Model.

Cther initiatives aimed at improving the cost of care include altemative payment models, such as ACOs and bundled payment arrangements. Medicare and many
commercial thitd-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 inmplementing prograns to bundle acute care and post-acuts care reimbursement 1o hold providers accountable for costs across a broader
contimuum of eare. In October 2021, the CMS Innovation Center released an outline of its strategy for the next decade, noting the need to accelerate the moversent to value-based
care and drive broader system transfornmation. By 2030, the CMS Emovation Center ains to have all fee-for-service Medicare beneficiaries and the vast majority of Medicaid
beneficiaties in an accountable care relationship with providers who are responsible for quality and total medical costs. The CMS Innovation Center signated its infent 1o
streamline its payment models and to increase provider participation through implementation of more mandatory models.

These reimbursement methodologies and other value-based care iniliatives ate likely o continue and expand, at both the federal and state levels and in public and
commetcial health plans. It is unclear whether alternative payment models will successfully coordinate care and reduce costs or whether they will decrease overall reimbursement.
As & result, it is difficult to predict how the trend toward value-based purchasing will ultimately affect our business. If we fail to meet or exceed quality performance standards
under any applicable valuz-based purchasing program perform at a level below the outcomes demenstated by our competitors, or otherwise fail to effectively provide or
coordinate the efficient delivery of quality health vare services, our reputation in the industry may be negatively impacted, we may receive reduced reimbursenent amounts, and we
may owe repaymenis to payots, causing our revenues to decline. Failure to respend successfully to value-based purchasing trends could negatively impact our business, results
of operations and/or financial condition.

By nndertaking to provide maragement services, advisory services, and/or firancial services io other entities, we become at least partially responsible for meeting
the vegulatory requirements of those entities. We provide managemenl and/or financial services to skilled nursing (acilities, assisting living facifities 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 management, advisory or financial services, or o the claims of third parties to
those entities. Any adverse determination in any legal proceeding regarding such claims could have a material adverse effect on our business, our resulis of operation, our
financial condition and cash flows.

We provide management services to skilled nursing facilities and other healtheare facilities wnder tevms whereby the payments for o services are subject to
subordinution to other expenditures of the healtheare facility, Forthermore, there are cexfain thivd parties with whom we have centracied to provide services and which we have
determined, based on insuflicient historical collections and the lack of expected future collections, that the seivice revenue realization is uncertain. We ipay, therefore, make
expenditures related to the provision of services for which we are not paid.

The status of owr lease with National Health Investors, Inc. creases ancertainties and risks to our fidure operations. A significant portion of our skilled nussing and
independent living facilities are subject to a long-term Master Agreement to Lease wilh National Health Investors, Inc. ("NHL), which we refor to as the Master Lease. On July 29,
2025, NHI notilied us of alleged non-compliance with certain nen-monetary provisions of the Master Lease. On September 8, 2025, NHI fornmlly 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 faihwre to cure the
alleged defanlts within the applicable eure period would constitute an " Event of Defult,” entiting NHI to pwsue any remedics available under the agreemant, including
termination. We dispute that any default has occurred and we continue to communicate with NHI to resolve these matters. For a further discussion of our response to NHI's
allegations, please sec Note 6 - Long-TermLeases to Interim Condensed Consolidated Financinl Statements included in this Form 10-Q.

Tn October 2025, we provided NHI with a notice of our intent te exercise our right to extend the Master Lease for an additional five-year term beginning Janvary 1, 2027.
Under the Master Lease, the base rent for any renewal term is to be the fair rental value of the leased property as negotiated between the parties, without regard to fmprovements
we made voluntarily at our expense. There is no assurance, however, that we will reach agresment with NHI on the base rent or other renewal terms. Further, if NH asserts that an
"Event of Default” has occurred or raises other objections to our extension notice, NHI may seek to tetminate our occupancy of the leased properties.

Failute te resolve the curent disputes with NHI oz a fajiure to secure renewal of the Master Lease on acceptable terms could result in the loss of our tight to occupy and
operate sone or all of the affected facilities, or subject us o danages, acceleration ofrent, or other remedies in favor of NFIL Even if a default is ultimately deternined not to have
occutred, the process of resolving such disputes mey result in significant legal and other expenses and could distract management from other priotities. The loss of these facilities
oran increase in lease-related expenses could have a meterial adverse effect on our business, fiuture results ol operations, cash flows, financial condition, and Tiquidity.
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The cost to replace o retain gualified nurses, health care professionals and other key personnel may adversely affect o financial performance, and we iy #ot be
able to comply with certain states' staffing requirements, We could experiente significant increases in our operating costs due Lo shortages in qualified nurses, health care
professionals and other key personnel. The matket for these key personnel is highly competitive, We, like other health: care providers, have expetienced difficuliies in atiracting and
retaining qualified personnel, especially facility administrators, nurses, certified nuises' aides and other fmportant health care providers. There is currently a shoriage of nurses, and
trends indjcate this shortage will centinue or worsen in the future. The difficulty our skilled nursing facilities are experiencing in hiring and retaining qualified personnel has
increased out average wage rate. We niay coniinue to experience increases in cur labor costs due to higher wages and greater benefiis required to attract and retain qualified health
cate personnel. Cur ability 1o control labor cests will significantly affect our future operating tesults. Additionally, if we il to attract and retain qualified and skilled personnel, our
ability to conduct our business operations effectively could be hatmed.

Certain states i which we operate skilled nursing facilities have adopted mininmim staffing standards and additional states may also egtablish similar requirements in the
fature. Cur 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 requirerents may result in the imposition of fines or other sanctions. If states do not approptiate sufficient additional funds (through Medicaid program appropriations or
otherwise) to pay for any additional operating costs resulting from mininmmstaffing requirerrents, our profitability may be advetsely affected.

The staffing level required to receive a 5-star rating in the CMS Nursing Home Five Star Cuality Rating System is determined based on analysis of the relationship
between stalfing levels and measures of nursing heme quality. CMS continues to increase its qualily measure thresholds, which is tegularly incteased every six months, making it
more difficult to achieve upward and Eve-star ratings, OMS places a strong emphasis on registered nurse ("BN") staffing. CMS posts informetion on nuzing home staffing
measures on the Care Compare website including staff jurnover rates and weekend staffing levels. This new data has been incorporated into the Nursing Home Five Star Quality
Rating System.

Although we currently have no collective bargaining agreements with unions at our facilitics, there is no assurance this will continue to be the case. If any of our facilities
enter into collsctive bargaining agreerments with unions, we could experience or incur additional adininistrative expenses associated with unicn representation of our employees.

Our senior management team has extensive experience in the healtheare industry, We belisve they have been instrumental in guiding our business, instituting valuable
petformance and quality menitoring, and driving innovation. Accordingly, our future performance i substantially dependent upon the continued services of our senior
management team The loss of the services of any of these persons could have a material adverse effect upon us,

Federal mininnmm staffing mandales ay adversely afject onr labor costs, ability to maintuin desived [evels of patient census and profitability. Tn Apnil 2024, CMS
issued the Staffing Rule, establishing mininumstaffing standards for SNFs. The Stafling Rule contains three primary staffing requirements which would be phased in over the next
several years. Implementation of the Staffing Rule was iropaired by the passage of the One Big Beautiful Bill Act ("OBBE™ on July 4, 2025, which prohibited HES from
imrplementing, administering, or enforcing the Staffing Rule until October 1, 2034. Future developments toay significantly alter the implernentation of the Stalling Rule.

Disasters and similar events, which may increase as a result of climate change, may seriously harin oar business. Natural and man-made disasters and similar events,
including terrorist attacks and zcts of nature such as husricanes, tomadoes, earthquakes and wildfires, may cause datrage or disnuption to us, our enployees 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 refiable delivery of feod,
phatmaceuticals, utilities and other goods to our facilities, and the availability of employees to provide services at our acilities, If the delivery of goeds or the ability of employees
to reach our facilities were intermpted in any material respect due to a natural disaster or other reasons, it would have 2 significant impact on our faciliies and our business.
Furthermore, the irpact, or impending threat, of a natural disaster has in the past and may in the future requite that we evacuate one or more 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
enployees, severely damage or destroy one or more of our fcilities, harm our business, reputation and financial performance, or otherwise cause our business to suffer in ways
that we currently cannot predict.

Significant changes in the climate may oceur in areas where our facilities are located and we may experience more frequent extreme weather events which may result in
physical damage o or a doctease in demand for our facilities located in these arsas or affected by these conditions, Tn addition, changes in federal and state legislation and
regulation on climate change could result in increased capital espenditures to improve the enetgy cHiciency of our facilities without a cotresponding increase in tevenue, Climate
change may also have indirect effects on our business by increasing the cost of (or making vnavailable) property insurance on terms we find acceptable. Should the inpact of
climate changs be material in nature, including destruction of our facilities, or ocour for lengthy periads of time, our financial condition or results of aperations may be adversely
affecied.

Future acquisitions or new developwents tnay be difficuit to complete, use significant resonrees, or be unsiccessfud and could expose us to unforeseen liahilities. We
may selectively pursue acquisitions or ncw developments in our target markets. Acquisitions and new developments may involve significant cash expendilures, debt mcurrence,
capital expenditures, additional operating losses, amortization of the intangible assets of acquired companies, dilutive issuances of equity securifies and other expenses that could
have a material adverse oifect on our financial conditien and results of operations. Acquisitions also involve numerons other risks, including difficulties integrating acquired
operations, personnel and information systems, diversion of management’s time from existing operations, potential losses of key employees or customers of acquired companies,
assumptions of significant liabilities, exposure to unforeseen linbilities of acquired companies and increases in our indebtedness.
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We cannot assure that we will succeed in obtaining financing for any acquisitions at a reasonable cost or that any financing will not contain restrictive covenants that
limit our operating flexibility. We also mey be unable to operate acquired facilities profitably or sucoeed in achieving mmrovements in their financial perfonmance.

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

In addition, federal and state regulation may adversely impact our ability to corplete 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 fom assurmng the Medicare billing privileges of an acquited agency if the acquired agency
either entolled 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 2 new provider with Medicare, The 36 Month Rule may increase competition for acquisition targets that are not subject to the rle and may
cause significant Medicare billing delays for purchases of home health agencies that ate 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 fimit the number of licenses they issue. The failure to obtain any
recuired ticense ot certificate of need could impair cut ability to operate or expand our business.

Upkeep of healthcare properties is capital intensive, reqidring us to continually divect financiol resonrces o the maintenance and enhancement of eur physical plant
and equipment, As of Decerber 31, 2025, we leased or owned 72 skilled nursing facilities, 24 assisted living faoilities, three behavioral health hospitals, and eight independent
living facilities, Our ability to maintain and enhance our physical plant and equipment in a suitable condition to meet regulatory standards, operate efficiently and remain
conpetilive in our rearkets requires us to commit a substential portion of our free cash flow to continued investment in our physical plani and equipment. Certain of our
conpetitors may operate centers that are not as old as our centers, or may appear more modemized than our centers, and therefore may be more attractive lo prospective
customers. T addition, the cost to replace our exsting centers through acquisition or construction is substantially higher than the canying value of our centers. We are
undertaking a process to allocate more aggressive capital spending within our awned and leased facilities in an effort to address issues that arise in connection with an aging
physical plant.

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

We are deferdants in significant legul actions, which are commenpiace in our industry, and which could subject us to increased operating costs and substantial
wrivsured liabilities, which would materially and adversely affect our liguidity and financial conditlon, As is typical in the health care industry, we are subject to clains that
our services have resulied in resident injury or other adverse effects. We, like our industry peers, have experienced an increasing trend in the Fequency and severity of
professicnal ligbility and worlers’ compensation claims and litigation asserted against us. In some states in whick we have significant operations, msurance coverage for the 1isk
of punitive danmges arising from professional liability claims and/or litigation way not, in certain cases, be available due to state law prohibitions or limitations of availability. We
cannot assure you that we willnot be liable for punitive danage awards that are either not covered or are in excess of our insurance policy limits. We alse believe that there have
been, and will contiirue to be, govemnmental investigations of long—term care providers, particularly in the area of Medicare/Medicaid fulse clains, as well a3 an merease in
enforcement actions resulting from these investigations. Insurance is not available to cover such losses. Any adverse determination in a legal proceeding or govemmental
investigation, whether currently asserted or arising in the firture, 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-nsured on 2l of these programs and as a
resull, thete is no limit on the maximum number of clins or amount for which we or our insurance subsidiaries can be liable in any pelicy period. Although we base our loss
estimntes on independent actuarial analyses using the information we have to date, the amount of the losses could exceed our estimates. In the event our actual liability exceeds
our estimates forany given period, our rosulis of operations and financial condition could be materially sdversely impacted. In addition, our insurance coverage might not cover all
claims made against us. [f we are unable to maintain our current insurance coverage, if judgments are obtained in excess of the coverage we maintai, if we are requited to pay
uninsured punitive darmges, or if the number of claims settled within the self-insured retention currently in place significantly increases, we could be exposed 1o substantial
additional liabilities, We cannot assure you that the claims we pay under our self-insurance prograns will not exceed the reserves we have set aside to pay claims. The number of
claims within the self-insured retention may increase.
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Ifwe fail to compete effectively with other health care praviders, our reverues and profitability may dectine. The health care services industry is highly competitive.
Our skilled nursing facilities, assisted living facilities, independent living facilities, hospices, home care services and other operations compete on a local and regional basis with
other nursing centers, health care providers, and senior living service providers that provide services similar lo those we offer. Soms of our competitors' facilities are located in
newer buildings and may offer services not provided by us or are operated by entities having greater financial and other resourees than us. Certain of our competilors are operated
by not-for-profit, non-tawpaying or governmental agencies that can finance capital expenditures on a texexempt basis and that teceive funds and charitable contiibutions
unavailable to us. Consalidations of not-for-profit entities may intensify this conpetitive pressure. Many conpeting general acute care hospitals are larger and more established
than our facilities.

There is also increasing consolidation in the third-party payer industry, including verical integration effoits among third-party payers and healthcare providers.
Healthcare indusiry participants are increasingly implenenting physician alignment strategies, such as enploying 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 mdustry in ways that are difficult to predict. Trends toward clinical transparency and value-based purchasing may impact our corgpetitive position and patient volurmes.

Our facilities compete based on factors such as our reputation for quality care; the comnitment and expertise of our staff; the quality and comprehensiveness of our
treatment programs; the physical appearance, location and condition of our facilities and tc a limited extent, the charges for services. In addition, we conpete with other health care
providers for customer referrals from hospitals and other providers. As a resuli, a failure to conpete effectively with respect fo referrals may have an adverse impact on our
business, We cannot assure that mereased competition in the future will not adversely affect our financial condition and results of operations,

Possible changes in the case mix of patieats and payer mix way significantly affoct our prafitability. The sources and amounts of our patient sevenues will be
determined by a number of factors, including licensed bed capacity and occupancy rates of our facilities, the mix of patients and the 1ates of reimbwisement among payoers.
Changes in the case mix of the patients as well as payor mix among private pay, Medicare and Medicaid will significantly affect our profitability. Partioulatly, any significant
increase in our Medicaid population could have a material adverse effect on our financial position, results of eperations and cash flow, especially if states operating these
prograns continue to limit, or more aggressively seek limits on, reimbursement rates or service levels.

Private third-party payars continue to try fo reduce health care costs, Private third-party payors are continuing their efforts 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 strategics.
These private payors increasingly are demanding discounted fee structures and the assumption by health care providers of all or a portion of the financial risk, The ability of
private payots to control healthcare costs may be enhanced by the increasing consolidation of insurance compaties and the vertical integration of health insurers with healthcare
providers. We could be adversely affected by the continuing efforts of private third—party payors to lmit the amount of reimbursement 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 sufficiont to cover the costs allocable
to patients eligible for reimburservent pursuant to such programs. Future changes in the reimbursement ates or methods of private or third-party payozs or the implementation of
other measures to reduce reimbursement for our services could result in a subslantial reduction in our net operating revenues. As a result of competitive pressures, our ability to
maintain operating margins 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 impect our resulls of operations and/or revenue. Our
ability to contract with payors depends on cur quatity of service and repuiation, as well as other factors of which we may have little or ne control, such as state appropriations and
changes in provider eligibility requirenents.

The effects related to any potential futuve pandemic, epidemic, ov infections disease owtbreak could adversely linpact onr business and firture results of aperations
and financial eondition. Pandemics, epidemics, or outbreaks of confagious illnesses and similar events may cause harm to us, our partnets (enployees), our patents, our vendors
and supply chain partners, and financiaj institutions, which could have 4 matetial adverse effect an our results of eperations, financial condition and cash flows. The impacts may
include, but would not be limited to:

o Disruption to operations due to the unavailability of partners due to {llness, quarantines, risk of fness, travel restrictions or factors that limit our existing or potential
workforce.

o Thoreased costs and stalling requirements related to additional CDC protocoks, federal and state workforee protection and related isolation procedures, mcluding
obligations to test patients and stafl.

o Decreased availability and inereased cost of supplics due to increased demand around essential personal proteetive equipment ("PPE”), sanilizers and cleaning supplics

including disinfecting agents, and food and food-related products due to kncreased global demand and disruptions along the global supply chains of these manufactures

and distributors.

Decreased census actoss all our operations, which could negatively inpact our operating cash flows and financial condition.

Elevated parlner turnover which may increass payroll expense, increase third party ageney nurse staffing, and reerviting-related expenses.

Increased risk of litigation and related liabilities exising in connection with patient or partner illness, hospitalization and/or death,

* # = &

Significant disruption ofthe global financial markets, which could have a negative inpact on our ability to access capital in the future.

Any such crisis could diminish public tust in healtheare providers, particulatly those that are treating or have tieated patients affected by contagious diseases. Patient
volumes may decling er volumes of uninsured patients may increase, depending on the economic circumstances sureunding the pandemic, epidotnic or outbreak.

We are persitied to incur substantially more debt, which could further exacerbate the risks described above. We and our subsidizries may be able to incur substantial
indebtedness in the fature. Iadditional debt is added, the related risks that we new face could intensify.
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Risks Related to Government Regulation

We conduct business in a heavily regulated industry, and changes in, or violations of regudations may reswlt in increased costs or sanctions that reduce pur revere
and profitability, In the ordinary course of cur business, we are regularly subject (o inquiries, investigations and audits by federal and state agencies to delermine whether we are
in compiiance with regulations goveming the operation of, and reimburserent foi, skilled nursing facilities and nursing homes, assisted living and independent living facilities,
hospice, homs healih agencies, behavioral health hospitals, and our other operating areas. These regulations include those relating to licensure, certification and enrollment with
govemment programs, conduct of operations, owneiship of facilities, construction of new and additions to existing facilities, allowable costs, adequacy and quality of services,
quaiifications and training of personnel, conemnications wich patients and consumers, billing and coding for services, adequacy and manner of documentation for services
provided, minimmm direct care spending ratios, services and prices for services, and phammeeuticals and controlled substances. Various laws, inclnding federal and state anti-

In addition, the Stark Law broadly defines the scope ofprohibited physician referrals under federal health care programs to providers with which they have ownership or
other financial anangements. Many states have adopted, or are considering, legislative proposals similar to these laws, some of which extend beyond federal health care programs,
Lo prohibit the payment or receipt of renmneration for the refermal of patients and physician referrals regardless of the source ofthe payment for the care.

We also are subject to potential lawsuits under a faderal whistle-biower statute designed to condbat fraud and abuse in the health care industry, known as the federal False
Claims Act. These lawsuits can involve significant monstary awards to private phintiffs who suscessfilly bring these suits. When a private paity brings a qui tamaction under the
False Clains Act, it files the conplaint with the court under seal, and the defendant will generally not be aware of the lawsuit until the govemment nxrkes a dotenmination whether it
will intervene and take a lead in the litigation,

These laws and regulations are compiex and limited Judicial or regulatory inteipretation exists. We cannot assure you that govemmental officials charged with
responsibility for enforcing the provisions of these laws and reguiations will not assert that one or more of our arrangements are in violation of the provisions of such laws and
regulations.

The regulatory environment sumrounding the post-acute and long-tem care ndustry has intensified, particularly for larger for—profit, multi-facility providers like us. The
federal government has imposed extensive enforcement policies tesulting in a significant increase in the nunber of inspections, citations of regulatory deficiencies and other
regulatory sanctions, including terrnations from the Medicare and Medicaid prograrms, denials of payment for new Medicare and Medicaid admissions and civil monetary
penalties,

If we fail to obtain or renew required regulatory approvals ot licenses or fail to comply, or are perceived as failing to comply, with other exiensive laws and regulations
applicable to cur business, we could have our licenses suspended or revoked, become meligivle to receive govemment program reiibursement, be required to refund anounts
received from Medicare, Medicaid or private payors, sulfer civil or criminal penalties, suffer danage to our reputation in various markets or be required to make significant changes
to our cperations. Any of these sanctions could have a material adverse effect on our operations and financial condition. Furtherrcore, should we lose licenses or certifications for
meny of our facilities as a result of regulatory action or otherwis e, we could be deemed in default under some of our agreements, including agreenents goveming oulstanding
indebtedness,

We have established policies and procedures that we believe are sufficient to ensure that we will operate in substantial compliance with thase anti—fraud and abuse
requirenents. From time to time, we may seek guidance as to the interpretation of these laws; however, there can be no assurance that such laws will ultimnately be interpreted in a
manner consistent with our practices. In addition, we could be forced to expend considerable rescurces responding to an investigation or other enforcement action under these
laws or regulations. While we believe that our business practices are consistent with Medicare and Medicaid criteria, these critoria are often vague and subject to change and
interpretation. We are unable to predict the fiture 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, results of operations and
cash flows. See Item 1, "Business — Governyment Regulation”,
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Our business may be impacted by healthcare reform efforts. In recent years, the U.S. Congress and cenlain state legislatures have considered and passed a large number
of laws intended to result in significant changes to the healthcare industry, including the ACA, The ACA affects how healthcare services are delivered and reimbursed through the
expansion of public and private health inswrance coverage, reduction of growth in Medicare and Medieaid spending, and the establishment and expansion of programs that tie
reimbussement to quality and integration. The ACA has been subject to legislative and regulatory changes and court challenges. It is possible that there nay be continued
changes to the ACA, its implementation or its interpretation. Changes by Congress or govemment agencies could eliminate or alter provisions beneficial to us, while leaving in
place provisions reducing our reimbursement or otherwise negatively inpacting our business.

There is also uncerainty regarding whether, when and what other health reform measures will be adopted, and the impact of such efforts on providers as well as other
healtheare industry participants. Some members of Congress have proposed expanding govemment-funded coverage, including proposals to expand coverage of federally-funded
insurance prograns as an alternative to private insurance or to establish a single payor system (such refonys are often referred to as "Medicare for All”), and some states have
implemented or proposed public health insurance options.

In addition, CMS administrators may nake changes to Medicaid payment models or grant additional flexibilities (o states in the administration of state Medicaid prograns,
including by expanding the scope of waivers under which states may implement Medicaid expansion provisions, impose different eligibility or enrollment restrictions, or otherwise
implement programs that vary from federal standards. Other industry participants, such as ptivate payors, rmay also introduce financial or delivery systemreforms. We are unable to
predict the nature and success of such initiatives. Hezlthcare reforminitiatives mey have an adverse effect on our business, financial condition, and operating results.

We are required to comply with laws governing the travnsmission and privacy and security of health information. HIPAA requires the use of uniform electronic data
transmission standards for healthcare claims and payment transactions submitied or received slectronically. In addition, as required by HIPAA, the HYIS has issued privacy and
sequity regulations that extensively regulate the use and disclosure of individually identifiable health information (nown as Protected Health Information, or PHI) and require
covered entities, including healtheare providers and health plans, and vendors known as "business associates,” to implement administrative, physical and technical safeguards to
protect the security of PHI. Covered entities nmst report breaches of unsecured PHI without unreas onable delay to affected individuals, IS and, in the case of targer breaches,
the mmedia. The privacy, security and breath notification regulations have imposed, and will continue to inpose, significant compliance costs on our operations.
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Thete are mumerous other laws and legislative and regulatory initiatives at the federal and state levels addressing privacy and security concems. These laws vary and may
impose additional obligations or penalties. For example, additional federal and state obligations may apply te behavioral, addictive disorder and other types of sengitive
information. Further, various state laws and regulations may require us to notify affectod individuals in the event of a data breach involving individually identifiable infonation
{even ifno heaith-related information is involved). In addition, the Federal Trade Commrission uses its consiumer protection authority to injiiate enforcement actions in response to
data breaches. To the extent we fil to comply with one or more federal and/or state privacy and security requirenents or if we are found to be responsible for the non-conpliance
of our vendors, we could be subject to substantial fines or penalties, as well &s third-party claims, and suffer harmto cur reputation, which could have a mmiterial adverse effect on
our business, financial position, results of operations and liquidity.

In addition, health care providers and industry participants are also subject to a gtowing number of requirements intended to promote the interoperability and exchange of
patient health information, For example, most health care providers and certain other entities ate subject to information blocking restiictions pursuant to the 2Ist Century Cuzes Act
that prohibit practices that are likely to interfere with the access, exchange or use of electronic health information, except as required by law or specified by ITHS as a reasonable
and necessary activity.

We are subject to employment-related laws and reguiations which could incrense onr cost of doing business and subject us to significant back pay awards, fines and
Iawswits. Our operations are subject to 2 variety of fderal, state and local enployment-related laws and regulations, including, but not limited to, the U.S. Fair Labor Standards
Act, which govemns such matters as mininmum wages, the Family Medical Leave Act, overtime pay, compensable time, record keeping and other wotking conditions, Title VIl of the
Civil Rights Act, the Baployee Retiement Income Security Act, the Americans with Disabilities Act, the National Labor Relations Act, regulations of the Bqual Bmployment
Opportunity Commission, regulations of the Office of Civil Rights, regulations of the Departiment of Tahor (DOL), federal and state wage and hour laws, and a varicty of simlar laws
enacted by the federal and state govemnments that govern these and other enploynent-related matters, Bocause labor represents such a large portion of our operating costs,
compliance with these evolving federal and state laws and regulations could substantially inerease our cost of deing business whils failure to de so could subject us to significant
back pay awads, fines and lawsuits. In addition, federal proposals to introduce a system of mandated health insurance and flexible work time and other similar initiatives could, if
implermented, adversely affect our operations. Our failute to comply with federal and state employment-related laws and regulations could have a material adverse effect on our
business, financial pesition, results of operations and liquidity.

Our business is subject to a variety of federal, state and local environmental laws and regulations. As a healtheare provider, we face regulatory requirements in areas of
air and water quality control, medical and low—level radivactive waste management and disposal, asbestos menagement, response to mold and lead-based paint in our facilities and
employee safety,

As an operator of healthcare facilities, we also mey be required to investigate and remediate hazrdous substances that ate located on and/or under the property,
including any such substances that may have migrated off, or may have been discharged or ttansported from the property. Part of our operations involves the handling, use,
storage, transportation, disposal and discharge of medical, biological, infectious, toxic, flanmuble, and other hazardous materials, wastes, pollutants, or contaminants. In addition,
we ate sometimes unable to detetmine with certainty whether prior uses of our facilities and properties or surrounding propertiss may have produced continuing environmontal
contamination ot noncompliance, particnlarly where the timing or cost of making such determinations is not deemed cost effective. These activities, as well as the pessible
presence of such materials in, on and under our properties, may tesult in damage to individuals, property, or the environment; may interrupt operations or increase costs; may
result in legal liability, damages, injunctions or fines; nay result in investigations, administrative proceedings, penalties or other governmental agency actions; and may not be
covered by Insurance.

We believe that we are in material compliance with applicable environmental and occupational health and safety requirements, Flowever, we cannot assure you that we will
not encounter environmental hiabilities in the future, and such liabilities may result in raterial adverse consequences to our operations or financial condition.

We are subject to federal and state income taxes, Changes in tax laws and regulations or the interpretation of such laws could adverscly affect o position on
income taxes and estimated income liabilities. Uncertain tax positions may arise whete tax laws may allow for altemative interpretations or where the timing of recognition of
incone is subjest to judgment. We believe we have adequate provisions for umecognized tax benelits related to uncertain tax positions. Although we believe we have accurately
estimated our tax labilities, uncertainty 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 liability, We beliove that our liabilities reflect the anticipated ouicome of knewn uncertain tax positions in conformity with ASC Tepic 740 Income Taxes.

We are also subject to regular reviews, examinations, and andits by the Intemal Revenue Service and other taxing authorities with respect to our tases. There are
uncertainties and ambiguities in the application ofthe Tax Cuts and Jobs Act of 2017 ("TaxAct") and it is possible that the 188 could issue subsequent guidance or take positions
on audit that differ from our interpretations and assumptions. Although we believe our tax estinates are reasonable, if' a taxing authority disagrees with the positions we have
taken, we conkd Bec additional tax liability, including interest and penalties. Our effective tax rate could be adversely affected by changes in the mix of earnings in states with
dillerent statutery tax rates, changes in the valuation of deferred taxassets and liabilities, change in tax laws and regulations, changes it our interpretations of tax laws, including
the Tax Act. Unanticipated changes in our tax rates or exposure to additional incoms tax liabilities could affect our profitability. There can be no assurance that payment of such
additional amounts upon final adjudication ofany disputes will not have a material impact on our results of operations and financial position.
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Risks Related to OQur Structure and Public Company Compliance

Failnre to maivtain effective internal controls in accordance with Section 404 of the Sarbanes—Oxley Act could result in a restatewment of owr financial statements,
cause investors 1o lose confidence in owr financial statements and our company and have a material aidverse effect on our business and stock price. We produce our
consolidated financial statements in accordance with the requirements of U.S. GAAT. 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 iraded cotrpany. As a public cempany, we are required to docurnent and test our internal control procedures in

order to satisfy the requirements of Section 404 of the Sarbanes—Oxley Act of 2002, or Section 404, which requires annual management assessments of the effectiveness of our
internal controls over (inancial repotting.

Testing and nuintainikg internal controls can divert cur management's attention fromother matters that are important to our business. We mey not be able to conclude on
an ongoing basis that we have effective internal controls over fnancial reporting in accordance with Section 404 or cur independent registered public accounting firm may not be
able to sue an unqualified report if we conclude that cur intemal controls over fiuancial reporiing are not effective. If sither we are unable to conclude that we have effective
intemal controls over financiel reparting 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 infommation 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 reporting obligations in the future, which in turn could impact our ability to raise additional financing if nesded in the future.

Increasing costs of heing publicly owned are likely to impact our fiture consolidated financial position and results of operations. In connection with the Sartbanes—
Oxley Act of 2002, we are subject to niles requiting our managenient to report on the effestiveness of our internal control over financial reporting. If we fail to have effective intemal
controls and procedures for financial reporting in place, we could be unable to provide fimely and relizble financial information which could, in turn, have an adverse effect on our
business, results of operations, financial condition and cash flows.

Significant regulatory changes, incliding the Sarbanes—Oxley Act and rules and regulations prermlgated as a result of the Sarbanes—Oxley Act, have increased, and in
the future, are likely to further increase general and administrative costs. In order to conmply with the Sarbanes—Oxley Act of 2002, the listing standards of the NYSE exchange, and
rules implemented by the SEC, we have had to hire additional personnel and utilize additional outside legal, accounting and advisory services, and may continue to require such
additional resources. Moreover, 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 currently estimate, and may need to divert resources from other activities, as we
develop our compliance plans.

Provision for losses in owr financial statements may not be adequate. Loss provigions in our financial statements for self-insured prograns are mmde on an
undiscounted basis in the relevant peried, These provisions are based on internal and external evaluations of the merits of individual claims, analysis of claims history and
mdependent actuanally determined estimates. Qur management reviews the methods of determining these estimates and establishing the resulting acerued liabilities frequently,
with any material adjustments resulting fom being reflected in current eamings. Although we believe that our provisions for self-insured losses in cur financial statements are
adequate, the ultimate 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.

Implementation of new information techmology could canse business interruptions and negatively affect onr profitability and cash flows. We continue to refine and
implement our infonmation technology to improve customer service, enhance operating efficiencies and provide nore effective imanagement of business operations. Implementation
of nformation technology cawies risks such as cost overruns, project delays and business interruptions and delays. [ we experience a naterial business interruption as a wesult of
the implementation of our existing or future information technology infrastructure or are unable to obtain the projected benefits of this new infrastructure, it could adversely affect
us and could have a material adverse effect on our business, resulls of operations, financial condition and cash flows.

We deperd on the proper fimction and aveilability of our information systems. We are dependent on the proper function and availability of our information systens.
Though we have taken steps to protect the safety and security of our information systems and the data maintained within those systetms, there can be no assurance that our safety
and sceurily measures and disaster recovery plan will prevent damage or interruption of our systens and operations, and we mmy be vulnerable to losses associated 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 our business, financial position, results of operations and liquidity.
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In addition, certain software supporting our business and infornuation systens are licensed to us by independent softwars developers. Our inability or the inability of
these developess, to continue to maintzin and upgrade our information systems and software could dismpt or reduce the efficiency of our operations. In addition, costs and
potential problems and interptions associated with the fmplementation of new or upgraded systems and technology or with maintenance or adequate suppont of existing systems
also could disrupt or reduce the efficiency of our operations and could have a material adverse effect on our business, financial position, results of operations and liquidity.

Cyhersecurity risks condd harm enr ability to operate effectively. Cybersecutity refers to the combination of technologies, processes and procedures established to
protect information technelogy systenms and data from unauthorized access, attack, or danmge. We tely on our information systens to provide security for processing,
transmission and storage of confidential patient, resident, employee, other consumer information, such as personally identifiable information, including information relating to
health protected by FIPAA. Although we have taken steps to protect the security of our infonation systens, medical devices that store 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 access or disclosure of personally identifiable
information such as in the event of cyber-attacks. We may be at increased 1isk because we outsource certain services or fnctions to, or have systems that intetface with, third
parties. Some of these third parties mey store or have access to our data and nmy not have effective contiols, processes, or practices to protect our inforrmation from attack,
damage, orunauthorized access. A breach or aftack, including those caused by updates and other releases, affecting any ol'these third patties could harmour business.

If personally identifiable information of our patients or others is improperly accessed, tampered with or distributed, we may incur significant costs to remediate possible
injury to the affected patients, and we may be subject to sanctions and eivil or criminal penalties if we are found io be in violation of the privacy or security rules under HIPAA or
other sinilar federal or state laws protecting confidential personally identifiabls information.

Sscurity breaches, including physical or electronic breale-ins, computer viruses, attacks by hackers and similar breaches can create system disruptions or shutdowns or
the unauthorized disclosure of conFdential information. Additionally, healthcare businesses are increasingly targets of cyberattacks, whereby hackers distupt business operations
or obtain protected health information, often demanding large ransoms. As cyber threats continue io 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 occurrence of any of these events could result in
harm to patients; business interraptions or delays; the loss, misappropriation, corruption, or unauthotized access of data; litigation and potential liability under privacy, security
and consurer protection laws or other applivable laws; reputational damage; or federal and state govemmental inquiries. Any failure to maintain proper functionality and security
ofour information systems could have 2 material adverse effect on our business, financial condition, and resulis of operations.

We iay not be able to meet all our capital needs, We cannot assure you that our business will generate cash flow from operations that anticipated revenue growth and
improvement of operating efficiencies will be realized or that fature bamowings will be available to us in an ameunt sufficient to enable us to service any future indebtedness orto
fund our other liquidity needs. We nay need to incur indebtedness, sell assets, or make certain discretionary capital expenditures.

The performances of our fixed-income and onr equity investment portfolios ave subject to a vaviety of investment risks. Our investment portiolios are comprised
principally of fixed—income securilies and cormuon equities. Our fixed—income portfolio is actively managed by an investoent group and includes short—tenm investmenis and
fixed-maturity securities. The performances of our fixed—income and our equity portfolios are subject to a nutber of risks, including:

» Inierest rate risk — the sk of adverse changes in the value of fixed—income securities as a result of increases in market interest rates.

s Tnvestment cradit risk — the risk that the value of certain investments may decrease in value due to the deterioration in Fnancial condition of, or the liquidity available to,
one or more issuers of these securities of, in the case of asset—backed securities, due to the deterioration of the loans or other assets that underlis the secutities, which, in
each case, also mchides the risk of permanent loss.

& Coneentration risk— the risk that the portfolio may be too heavily coneentrated in the securities of National Health Investors “NHI,” or certain sectors or industries, which
could result in a significant decrease in the value of the portfolie in the event of a deterioration of the financial condition, performance, or outlook of NHI, ar those certain
sectors or industries.

¢ Liquidity risk — the risk that we will not be able to convert investments into cash on favorable terms and on 2 timely basis or that we will not be able to sell themat ail,
when we desire Lo 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.
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Tn addition, the success of our investment strategies and asset allocations in the fxed-income portfolio may vary depending on the market environment. The fixed—
incoms portlolio's pexformance alse may be adversely impacted if, among other factors: there i a lnck 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 raling agencies are based on incomplete Information or prove unwatranted; or
our risk mitigation strategies are ineffective for the applicable matket conditions.

The common equity portfolio is subject to general movements in the values of equily mmrkets and to the changes in the prices of the securities we hold. Bquity narkets,
sectors, 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 portfolics, or both, were to suffer a decrease in value due to market, sectot, or issuer—specific conditions to a substantial depree, our
liquidity, financial pesition, and financial results could be materially adversely affected.

Our stock price is volatile and fluctuntions in our gperating vesults, quarterly earnings and other factors may resuli in declines in the price of our conunon stock.
Fguity markets are prone to, and in the last few years have experenced, exireme price and volume fiuctuations. Wlatility over the past few years has had a significant impact on the
markef prive of securities issued by many companies, including us and other companies in the healthcare industry. [f we are unable to operate our businesses as profitably as we
have in the past or as our stockholders expect us 1o in the future, the market price of our common stock will likely decline as stockholders could sell shates of our gomiron stock
when it becones apparent that the market expectations may not be realized. In addition to our opertating resulis, many economic and other factors beyond our control couki have
an adverse effect on the price ofour common stock including:

¢ general economic conditions;
developments generally affecting the healtheare industy,
shategic actions, such as acquisilions or restructutings, 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 governmenial investigations;

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

investor perceptions ofus and our business;

actions by institutional or other large stockhclders;
quarterly variations in operating results;

changes in financial estimates and recormendations by securities analysts; .

press releases ornegative publicity relating to our conpetitors orus or relating to trends in health care;
sales of stock by insiders;

natural disasters, terrorist aitacks and pandermics; and

additions or departures of key perscnnel.

We may not be able to pay or maintain dividends and the failure to do so would adversely affect onr steck price. We currently pay a quarterly dividend on our
conmon 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, inchuding our
financial condition, funds from operations, the level of our capital expenditures and future business prospects, our ability te make and finance acquisitions, anticipated operating
cost levels, the level of demand for cur beds, the rates we charge and actual results that may vary substantially from estimates. Sowme of the factors are beyond our control and a
change in any such factor could affect our ability to pay or nuintain dividends. The filure to pay or meintain dividends could adversely affect our stock price.

TTEM{B. UNRESOLVED STAFF COMMENTS

None.

ITEM 1, CYBERSECURITY

The Company’s Board of Directors is cormmnitted to both safeguarding against cybersceurity threats and complying with the SEC Cybersecurity regulations adepted on
July 26, 2023, The Board receives an annual cybersecurily update fom the Chief Tnformation Officer {CIO) and Chief Information Security Officer {CIS0) at one of the Board
meetings held throughout the year. Accordingly, they received their custorrry detailed briefing fromthe CIQ and CISO at the August 7, 2025 mesting.

The CIO provides relovant information on cybersecurity threats and isks to the Cestification Comnitiee on 2 quarlerly basis. This meeting is chaired by a representative
of the Audit Conmittee 2nd attended by the Chairman of the Audit Cowrittee. The Chairnan of the Audit Committee will then 63 calate any significant matters to the full Audit
Comuittee, Ifnecessary, the Audit Committee can frther elevate these matters Lo the full Board of Directors.

The Company hag implemented processes and continues to lock at improved ways to identify, assess, and manage material rigks fromcyberscourity threats. Additionally,
it has established procedures to evaluate any material effects, or reasonably likely material effects, of risks from cybersecurily threats and past cybersccurity incidents. The
Coupany also has processes in place to agsess and deterine the necessity ofany material disclosures required on Form 81

The Company’s CTO brings over 40 years of expetience in information technology and cybersecurity within the healtheare sector The CISO has mote than 25 years of
expeitise in technology and cybersecurity and has served as the Company’s CISO for 7 years, The Company has an Incident Response Planning Committec that convenes
quarterly to address, identily, and manage any significant cybessecurity thecats. Additionally, the Company has a crisis team, comptiging the Compliance Offices; General Counsel,
Chief Fnancial OFficer, Human Resources Officer; Facilities Management Adminis trator, and Network Systems Administrator, which is activaled if an event poses a significant risk
to the Conpany.

The Company and the Beard of Directors are committed to remaining updated on evolving cybors ecurity regulations and best practices, as well as the development and
amendment of processes to neet 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(1) 151
Moulton NHC HealthCare, Moulton Leased(1) 136
Georgla Fort Oglethormpe NHC HealthCare, Fort Oglethorpe Owned 135
Rossville NHC HealthCare, Rossville Owned 112
Kentucky Glasgow NHC HealthCare, Glasgow Leased(1) 194
Missouri Desloge NHC HealthCare, Desloge Leased(1) 120
Joplin NHC HealthCare, Joplin Leased(l) 124
Kennett NHC HealthCare, Kennett Leased(l) 170
Macon Macon Health Care Center Owned 120
QOsage Beach Osage Beach Rehabilitation and Health Care Center Owned 94
St. Charles NHC HealthCare, St. Charles Leased(1) 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
Bluffton 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
Creenwood NHC HealthCare, Greenwood Leased(1) 152
Greenville NHC HealthCare, Greenville Owned 176
Lancaster White Oak of Lancaster Owned 132
Laurens NHC HealthCare, Laurens Leased(l) 176
Lexington NHC HealthCare, Lexmgton 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 Hall 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(1) 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
McMinnville
Milan
Murfreesboro
Murfreesboro
Nashville
Nashville
Nashville
Nashville
Nashville
Oak Ridge
Pulaski
Smithville
Sonerville
Sparta
Springfield
Tullahona

Bristol

NHC HealthCare, Cookeville
NHC HealthCare, Dickson

NHC HealthCare, Sequatchie
NHC HealthCare, Farragut
NHC Place, Cool Springs

NHC HealthCare, Franklin

NHC Place, Surmer

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
NIC HealthCare, Pulaski

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

NHC HealthCare, Springfield
NHC HealthCare, Tullahoma

NHC HealthCare, Bristol

Managed
Leased(1)
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
110
106
180
80
92
122
167
90
160
94
115
96

100
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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) 64
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 Sedalis Senior Living Merritt Island Owned 85
Stuart Sodalis Senior Living Stuart Crwned 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 Carolmna Tryon Benson Hall Assisted Living Owned I8
South Carolina Bluffion The Palmettos of Bluffion Owned 78
Charleston The Palmettos 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 50
Spartanburg White Oak Estates Assisted Living Owmed 30
Tennessee Dickson NHC HealthCare, Dickson Leased(1) 20
Farragut NHC Place, Farragut Owned 84
Farragut NHC Place, Cavette Hill Owned 60
Franklin NHC Place, Cool Springs Owned 89
Gallatin NHC Place, Summner 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, Snithville Leased(1) 6
Somerville NHC 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
Murfieesboro 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
Merritt Island NHC HomeCare of Merritt Island
Panama 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 HomeCare of Vero Beach
South Carolina Aiken NHC HomeCare of Aiken
Anderson NHC HomeCare of Anderson
Greenville NHC HomeCare of Greenville
Greenwood NHC HomeCare of Greenwood
Laurens NHC HomeCare of Laurens
Murrells Tnlet NHC HomeCare of Murrells Inlet
Summerville NHC HomeCare of Low Country
West Columbia NHC HomeCare of Midlands
Tennessee Athens NHC HomeCare of Athens
Chattanooga NHC HomeCare of Chattancoga
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
McMinnville NHC HomeCare of McMinnville
Milan NHC HomeCare of Milan
Murfreesboro NHC HomeCare of Murfieesboro
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

Hospice Agencies

Georgia
Missouri

South Carolina

Tennessee

Virginia

Rossville
St. Louis

Anderson
Charleston
Columbia
Greenville
Greenwood
Myrtle Beach
Sumter

Athens
Chattanooga
Columbia
Cookeville
Clinton
Crossville
Dickson
Greeneville
Johnson City
Knoxville
Lawrenceburg
Lenoir City
Milan
Morristown
Murfreesboro
Nashville
Sevierville
Somerville
Springfield
Tullahoma

Big Stone Gap
Bristol

Cedar Bluff
Wytheville

Healtheare Facilities Leased to Others

Caris Healthcare — Rossville
Caris Healthcare — St. Louis

Caris Healthcare — Anderson
Caris Healthcare — Charleston
Caris Healthcare — Columbia
Cans Healthcare — Greenville
Caris Healthcare — Greenwood

Caris Healthcare — Myrtle Beach

Caris Healthcare — Sumter

Caris Healthcare — Athens

Caris Healthcare — Chattanooga

Caris Healthcare — Columbia
Caris Healthcare — Cookeville
Caris Healthcare — Clinton
Caris Healthcare — Crossville
Caris Healthcare — Dickson
Caris Healthcare — Greeneville

Caris Healthcare — Johnson City

Caris Healthcare — Knoxville

Caris Healthcare - Lawrenceburg

Caris Healthcare — Lenoir City
Caris Healthcare — Milan
Caris Healthcare - Morristown

Caris Healthcare — Murfreesboro

Caris Healthcare — Nashville

Caris Healthcare — Sevierville
Caris Healthcare — Somerville
Caris Healthcare — Springfield
Caris Healthcare — Tullahoma

Cans Healtheare — Big Stone Gap

Caris Healthcare — Bristol
Caris Healthcare — Cedar Bluflf
Caris Healthcare - Wytheville

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

Name of Facility Location Na. of Beds
Skitled Nursing Facilities
Solaris HealthCare North Naples Naples, FL 60
Solaris HealthCare Coconut Creek Coconut Creek, FL 120
Solaris HealthCare Daytona Daytona Beach, FL 73
Solaris HealthCare Imperial 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 S
Solaris HealthCare Lake City Lake City, FL 120
Solaris HealthCare Pensacola Pensacola, FL 180
Assisted Living No. of Units
Standifer Place Assisted Living Chattanooga, TN 74

(1) Leased from NHI

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

entity.
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ITEM 3. LEGAL PROCHIDINGS
General and Professional Liabitity Insurance and Lavsuits

The senior care industy has experienced increases in both the number of personal injury/wrongful death clims and in the severity of awards based upon alleged
negligence by nursing facilities and their employees in providin g carc to residents. The Company has been, and continues to be, subject to clains and legal actions that arise in the
ordinary course of business, including potential clains related to patient care and treatment. The defensc of these lawsuits may result in significant legal costs, regardless of the
outcome, and can tesult in large settlement amounts or damage awards.

As aresult ofthe ters of our insurance policies and ouruse ofa wholly-owned insurance company, we have retained significant self-insured risk with respect to general
end professional liability. Additional insurance is purchased through third party providers that serve to supplement the coverage provided through our wholly-owned captive
insurance conpany. We use independent actuaries to assist management in es timating cur exposures for chims obligations (for both asserted and unasserted clime} related to
exposures in excess of coverage limits, and we mmintain reserves for these obligations. It i possible that claime against us could exceed our coverage limits and our reserves, which
would have a natetial adverse effect on our financial position, results of operations and cash flows.

General Litigation
Civil Investigative Demand / Qui Tam Complaint

On or about May 21, 2024, Caris Healthcare, LP, {"Caris”) recaived a Civil Investigative Demand ("CID") from the US. Attomey’s Office for the Fastem 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 Flection fo 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 rel. Morshall v. Caris HealthCare, LP, Cage No. 3:23-CVA00330, in the U.S, Distiict Court for the
Eastemn District of Tennessee (the "Qui Tam Case™). Subsequent to the Netice of Declination filing, an underlying qui tam complaint, originally filed on September 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

Fromtiwe to time, the Conpany enters into certain types of contracts that contingently require it to indermify parties against third-party clains. These contracts primarily
include (i) certain real estate leases, under which the Company may be required to indermify property owners ar prior facility operators for post-transfer liabilities and other claims
arising fromthe Company’s use of the applicable premises, (i} operations trans fer agreements, 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 Company ot its subsidiary, (i) cettain lending agreements, under which the
Conmpany may be required to indemuify the lender against vavious claims and liabilities, (iv) certain agreements by and between the Company and/or its subsidiaries or affiliates,
and (v) certain agreements with the Company officers, directors aned others, under which the Company may be required to indennify such persons for liabilities arising out of the
nature of their relationship to 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
inelude a specific or nuxinum dollar amount. Generally, amounts under these contmots cannot be reasonably estimated umtil a specific claim is asserted.

ITEM 4. MINESAFETY DISCLOSURES

Not applicable.




PARTIK

1IFEM 5. MARKET FOR REGISTRANT'S COMMON BQUITY, RELATED STOCKHOLDIR MATTERS, AND ISSUER PURCHASES OF BQUITY SECURITIES

Market Infornation

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 ofrecord and an additional 22,700 stockholders indicated by security position listings.

Dividend Policy

We do not have a formml dividend policy, but we currently intend to continue to pay regular quarterly dividends to the hoiders of our cormmon stock. The Company has
paid a common dividend since 2004, although there can be no assurances that our quarterly dividends will be deciared, paid or increased in the future.

Stock Repurchase Programs

Tn 2025, the Company purchased 127,338 shares of its common stock for a total cost of $14,730,000. The shares were funded from cash or hand and were cancelled and

retumned to the status of authorized but unissued,

Equity Compensation Plans

The following table sets forth information regarding our equity compensaticn plans:

Number of
securities
rennining
Nurber of available
secirities for
to be future issuance
issued upon Weighted under
exercise average equity
of exercise price of compensation
outstanding outstanding plans {excluding
options, options, securities
warraats and watranis and reflected in
Plan Category rights tights colunm {a))
(@) (b) (©
Equity cotppensation plans approved by security holders 47975 $ 82.53 1,272,632
Equity compensation plang not approved by security holders - - -
Total #7975 § 82.53 1,272,632
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The following graph and chart compare the cumulative total stockholder return for the period from January 1, 2021 through December 31, 2025 on an investment of 5100 In
(i) NHC’s common stock ("NHC”). (i1) the Russell 2000 Stock Index ("Russell 2000") and (iii) the Standard & Poor’s Health Care Index("S&P Health Care Index"). Cumulative total
stockholder retum assumes the reinvestment of all dividends. Stock price performances shown in the graph are not necessarily indicative of future price performances.

Comparison of Cumulative Total Return

265.00
245.00
225.00
205.00
185.00
165.00
145.00
125.00
105.00
85.00
2021 2022 2023 2024 2025
NHC 100.00 105.34 95.43 153.20 183.17 238.23
== e= Russell 2000 100.00 114.82 91.35 106.82 119.14 124.41
- e 5 &P Health Care Index 100.00 126.13 123.67 126.22 129.47 148.38
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ITEM 6. [RESERVED]

ITIM 7, MANAGFMIENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Owrview

National HealthCare Corporation, which we also refer to as NLIC or the Company, is a leading provider of post—acute care and senior health care services. At December 31,
2025, we operate or manage 80 skilled nursing facilities with 10,329 licensed beds, 26 assisted living facilities with 1,413 units, nine independent living facilities, three behavioral
health hospitals, 34 homecare agencies, and 33 hospice agencies located in 9 states. In addition, we provide menagement services, accounting and financial services, and insurance

services to third party eperators of healthcare Pproperties. We also own the real estate of 10 healthears properties and lease these properties to third party operators.
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Executive Summary
Earnings

To monitor cur earnings, we have developed budgets and management repotts to monitor labor, census, and the composition of revenues, During certain nflationary
times, our net patient revenues and government reinbmsement may not keep pace with inflationary increases in our expenses, which may cause net earnings to decline.

Occupancy

A primary area of management focus continues to be the rtes of occupancy within our skilled nursing facilities. The overall census (based on operational beds) in owned
and leased skilled 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 nunber of
steps in order to best position our cutrent and future health care facilities. This includes working intemaily to examine and improve systems to be most responsive 1o referral
sources and payors, as well 25 find creative iitiatives to retain and attract qualified healtheare professionals. Additionally, NHC is in various stages of partnerships with hospital
systens, payors, and other posi-acute alliances 1o 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 carsgivers cormpate skilled
nuising facilities more easily. The Five-Star Quality Rating System gives each skilled musing operation a rating ranging between one and five stars in various catsgories {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 NHCs overall performance in these Five-Star ratings versus the skilled nursing industry as of Decerrber 31, 2025:

Industry
NHC Ratings Ratings
Total number of skilled nursing facilities, end of period 30
Number of 4 and 5-star rated skilled nursing facilities 50
Percentage of 4 and S-star rated skilled nursing facilities 62.5% 38.6%
Average rating for all skilled nursing facilities, end oFgeriod 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 following table lists our recent
conglruction and purchase activities.

Type of Operation Description Size Location Placed in Service
Hespice New Agency 1 agency Cedar Bluff, VA March 2023
Skilled Nursing Acquigition 66 beds Nashville, TN May 2023
Homecare Now 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 [sland, FL July 2023
Assisted Living Facility New Operations 100 units Stuart, FL July 2023
Hospice New Agency 1 agency Morristown, TN April 2024
Hospice New Agency 1 agency Lawrenceburg, TN July 2024
Hospice New Agency 1 agency Whytheville, VA August 2024
Hospice New Agency 1 agency Clinton, TN Qctober 2024

On August 1, 2024, the Cormpany purchased the assets of White Oak Management, Inc. ("White Oak”). The White Oak portfolic consistad of 15 skilled nursing facilities,
two assisted living facilities, four independent living facilities and a long-term care phanmacy. The White Oak operations have 1,928 licensed skilled nursing beds, 48 assisted living
unils, and 302 independent living units in the states of South Carolina and North Carolina.

Accried Risk Reserves

Our acciued professional liability and workers® compensation reserves totaled $121,595,000 and $103,616,000 at Docorrber 31, 2025 and 2024, respectively, and are a
primary area of nanagement focus. We have set aside resticled cash and restricted metketable securities to fand our professional kability and workers’ compensation reserves.

As to exposure for professional liability claims, we have developed performance measures to bring focus to the patient care issues most likely to produce professional
linbility exposure, including in—house acquired pressure ulcers, significant weight loss and numbers of falls, These prograns for certification, which we regularly modify and
improve, have produced measurable improvements in reducing these incidents. Our experience is that achieving goals in these patient care areas improves both patient and
employee satisfaction.

Segment Reporting

The Company has two reportable operating sogments: (1) inpatient services, which inchides the operation of skilled nursing facilitics, assisted and independent living
facilities, und behavioral health hospitals; and {2} homecare and hospice services. These reportable operating segments are consistent with infonmation used by the Company’s
Chief Feecutive Officer, as chisf operating decision mker (" CODM”), to assess performance and allocate resources. The Company ake reports an "all other” category that
includes revenues from rental income, nenagement and accounting services fees, insurance services, and costs of the corporate office,

The Company’s CODM evaluates performance including pretax camings 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-termshareholder value. The CODM does not review assets by segment in his resource

allocation and therefore, assets by segment 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

Income (loss) fromoperations

Non-operating income

Interest expense

Unrealized gains on marketable equity securities

Income before ncone 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

Inconk (loss) fromoperations

Non-operating income

Interest expense

Unrealized gains on marketable equity securities

Income before income taxes

Year Ended December 31, 2025

Homecare

and Hospice All Other Total

S 154086 % - 1,469,631
- 46,683 48,150

154,086 46,683 1,517,781

93,535 52,068 921,080

27,537 12,919 377,202

2373 7,882 46,227

581 3273 44,920

124,026 76,142 1,389,429

30,060 (29,459) 128,352

= 18,107 18,107
= = (6,371)

- 22,344 22,344

S 30,060 S 10,992 162,432

Year Ended December 31, 2024
Homecare
and Hospice All Other Total

S 140459 % - 1,251,759
- 44,863 46,178

- 9,445 0445

140,459 54,308 1,307,382

85,712 57,189 810,930

25927 14,596 321,390

2,295 7,100 43,182

737 3,260 41,985

114,671 82,145 1,217 487

25,788 (27.837) 89,895

= 19,690 19,690
- - (4,135)

= 30,958 30,958

$ 25,788 3§ 22,811 136,408

)
ra




Year Fnded December 31, 2023

Inpatient Homecare
Services and Hospice All Other Total
Revenues:
Net patient revenues g 956,077  § 131,537 § - 5 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 Fxpenses:
Salaries, wages and benefits 589,279 80,610 42,455 712,344
Other operating 254,559 23,529 10,095 288,183
Facility rent 32,542 2,172 6,811 41,525
Depreciation and amortization 38,172 786 3,076 42,034
Total costs and expenses 914,552 107,097 62,437 1,084,086
Income (loss) fromoperations 42,666 24440 (9,648) 57,458
Non-operating mcoime - - 16,660 16,660
Interest expense (324) - - (324)
Unrealized gains on marketable equity securities - = 14,944 14,944
[ncome before income taxes 3 42342 § 24440 8 21956 S 88,738

Results of Operations

The followmg table and discussion set forth items from the consolidated statements of operations as a percentage of net operating revenues and grant income for the
vears ended December 31, 2025, 2024 and 2023.

Percentage of Net Operating Revenues

Year Ended December 31,

2025 2024 2023

Revenues:

Net patient revenues 96.8% 95.8% 95.3%

Other revenues 32 35 4.7

Government stimulus mcome — 0.7 —

Net operating revenues and stimulus income 100.0 100.0 100.0

Costs and Expenses:

Salaries, wages and benefits 60.7 62.0 62.4

Other operating 24.9 2460 252

Facility rent 3.0 33 36

Depreciation and amortization 3.0 3.2 7

Total costs and expenses 91.6 93.1 94.9

Income from operations 84 6.9 51
Non—operating income 12 1.4 15
Interest expense (0.4) (03) (0.1)
Unrealized gains on marketable equity securities 1.5 24 1.3
Income before mecome taxes 10.7 104 78
Income tax provision (2.7 (2.6) (2.1)
Net mecome 8.0 78 37
Net (income) loss attributable to noncontrolling interest (0.2) 0.0 02
Net income attributable to common stockholders of NHC 7.8% 7.8% 5.9%

)
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The following table sets forth the increase or (decrease) in certain items from the consolidated statements of operations as compared to the prior period (dollars in

thousands) .

Period to Period Increase (Decrease)

2025 vs. 2024

2024 vs. 2023

Amount Percent Amount Percent

Revenues:

Net patient revenues S 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 stinulus 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 17.4 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 133401 123

Income fromoperations 38457 428 32437 56.5
Non—operating mcome (1,583) (8.0) 3,030 182
Interest expense (2,236) (54.1) 3811 1,176.2
Unrealized gains on marketable equity securities (8,614) (27.8) 16,014 107.2
Income belore mcome taxes 26,024 19.1 47,670 537
Income tax provision {5,504) (16.0) (10,872) (46.4)
Net income 20,520 2011 36,798 564
Net (income) loss attributable to noncontrolling interest (2,432) (1,529.6) (1,669) (110.5)
Net ncome attributable to conmon stockholders of NHC S 18.088 17.7% §$ 35,129 52.6%

2025 Comparedto 2024

Nel operating revenues and stimulus income for the vear ended December 31, 2025 totaled $1.517.781,000 compared to $1,307,382,000 for the year ended December 31,

2024, an ncrease of 16.1%. The net operating revenues increase was duc to an 849

White Oak Manor ("White Oak").

o increase in same-facility net operating revenues, as well as the August 1, 2024 acquisition of

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 m 2024,
Excluding the unrealized gains in our marketable equity securities portfolio and other non-GAAP adjusuments. adjusted net income was $104,067,000 for the vear ended December
31,2025 compared to $76,862,000 for the same period a year ago. The increase in non-GAAP eammngs 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 govemnmental payors, the continued reduction of agency staffing expense,
and the White Oak 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 portfolio consists of 15 skilled nursmg
facilities. two assisted living facilities, and four independent living facilities. The White Oak operations have 1.928 licensed skilled nursing beds, 48 assisted living units, and 302
mndependent living units in the states of South Carolina and North Carolina.

Net operating revenues and stimulus income

Net patient revenues totaled $1,469,631,000 n 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% in 2025 compared to 2024. Medicare and managed care per diemrates increased 5.1% and 3.9%. respectively, in 2025 compared to 2024. Medicaid and private pay
perdiemrates mereased 3.5% and 6.8%, respectively. in 2025 compared to 2024,

White Oak, acquired on August I, 2024 and with a full vear of operations in 2025, attributed to $227.545.000 in net patient revenues for the year ended December 31, 2025
conpared to 396,052,000 for the vear ended December 31, 2024. Also included in net patient revenues for the years ended December 31, 2025 and 2024, respectively, is $7.246,000

and 312749000 of supplemental Medicaid payments that were received to help mitigate the healthcare workforce crisis and the inflationary labor nurket.
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Other revenues in 2025 were 348,150,000, an increase of $1,972,000, or 4.3%, as further detailed in Note 3 to our consolidated financial staterments,

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 workforce and aveid layofls during the pandemic. The ERC provided a per employee 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 recognized as governiment grant incoine.
Total costs and expenses

Total costs and expenses were $1,389,429,000 for 2025, an increase of $171,942,000, or 14.1%, from $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 net
operating revenuss and stimulus incone was 60.7% compared to 62.0% for the vears ended Decerrber 31, 2025 and 2024, respectively.

The White Oak operations attributed to an increase of $87,199,000 in salaries, wages, and benelits for the year ended December 31, 2025 compared to the prior year.
Although we continue to fice workforce and labor shoriages within all oT our operations, we are wotking diligenily to find solutions to reduce and eliminate agency nurse
staffing expanses within our healthcare operations. The labor and workforee shortages have resulted in us contracting with agency nurse 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 year ago.

Other operating expenses increased $55,812,000, or 17.4%, to $377,202,000 for the year ended December 31, 2025 conpared to $321,390,000 For the prior year. Other
operating expenses as a percentage of net operating revernues and stimlus income was 24.9% and 24.6% for the years ended December 31, 2025 and 2024, tespectively.

The White Oak operations attributed to an increase of $32,737,000 in other operating expenses for the year ended Decentber 31, 2025 compared 1o the prior year, We have
also incurred unfavorable chims activity within our professional liability captive insurance company during 2025, The unfavorable claims activity resulted in additional cther
operating expenses of $17,563,000 for the year ended Deceniber 31, 2025 conpared to the same period a year ago.

During the second quarter of 2025, we coniributed land to a newly-formed fimited Lability 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 $2,015,000, which resulted in a gain of $3,605,000. This gain was netted with
other aperating expenses resulling in 4 decrease of $3,605,000 in other operating expenses as compared to the same period in the prior vear.

Facility rent expense increased $3,045,000, or 7.1%, to $46,227,000 in 2025. Depreciation and amortization inereased 7.0% to $44,920,000 in 2025, Interest expensc increased
$2,236,000 to $6,371,000 in 2025 fFom $4,135,000 I 2024 related to the ounistanding long-tetmdebt due to the White Oak acquisition in August 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 ocur consolidated financial
slatements.

We recorded unrealized gains in the amount of $22,344,000 for the increase in Rir valie ofour marketable equity securities portfolio for the year ended December 31, 2025.
The marketable equity securities pertfolio consists mainly of publicly-traded healthcare REIT"s and other blue-chip public companies beld within our insurance companies.

Income taxes
The incone tax provision for 2025 is §39,826,000 (un effective income taxrate of 24.5%).
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2024 Compared to 2023

Net operating revenues and stimlus 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 net operating revenues increase was primarily driven by the August 1, 2024 acquisition of White Oak Manor ("White Oak™").

For the year ended December 31, 2024, GAAP net inceme attributable to NEC was $101,927,000 compared 1o net income of $66,798,000 for the same period in 2023,
Beluding the uarealized gains in our marketable equity securities portfolio and ofher nen-GAAP adjustments, adjusted net income was $76,862,000 for the year ended December
31, 2024 compared to $34,934,600 for the same period a year ago. The increase in non-GAAP camings for the year ended Decenber 31, 2024 compared to 2023 was primarily due to
the skilled nursing per diem increases fom some of our govemment payors, the continued reduction of nurse agency staffing expense within our operations, and the White Oak
operations being accretive to eamings.

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

Net aperating revenues and grawt income
Net patient revenues totaled $1,251,759,000 in 2024, an increase of $164,145,000, or 15.1%, compared fo 2023.

The overall average census in owned and leased skilled nursing facilities for 2024 was 88.6% compared to 87.9% in 2023. The composite skilled nursing facility per diery
increased 6.8% in 2024 cormpared to 2023, Medicare and managed care per diemrates increased 5.0% and (.7%, respectively, in 2024 compared Lo 2023, Medicaid and private pay
per diem rates increased 8.6% and 12.3%, respectively, in 2024 compared to 2023,

White Ouk, with five months of operations since the acquisition date, attributed to an increase of $96,052,000 in net patient revenues for the year ended Decerrber 31, 2024
compared to 2023. On Maich 1, 2024, the Company exited 2 lease and transferred the operations of two skilled nursing facilities (included assisted living units) and one MeNory
care facility located in Missoui. The exiting of these operations resulted in net patient revenues decreasing $26,929,000 for the year ended Decenber 31, 2024 compared to the prior
year Alsc 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 witigate the healthcare workforce crisis and the inflationary labor markest.
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Cther revenues in 2024 were $46,178,000, a decrease of $7,752,000, or 14.4%, as further detailed in Note 3 to our consolidated financial statements. In December 2023, we
contributed land to a newly-formed limited Eability compeny resulfing in an equity intetest in the new joint venture. The fair value of the land contributed to the entity was
$8,000,000 and the related cost basis in the land was $1,770,000, which resulted in a gain of $6,230,000.

During the year ended December 31, 2024, the Company recognized $9,445,000 related to the Fnployee Retention Credit ("ERC”) that was established by the CARES Act
and intended to help businesses retain their woilkdorce and avoid [ayoffs during the pandemic. The ERC provided a per enployee credit to eligible businesses based on a
percentage of qualified wages and health insurance benefits paid to smployees, During the second quarter of 2024, all conditions related to the assistance were met and the credit
was recognized as govemnment grant incorre.

Total costs and expenses
Total cosls 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 $810,530,000 in 2024 from $712,344,000 in 2023, Salarics, 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 cperations 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 Conmpany exited the lease and trans ferred the operations of two skilled nursing facilities (included assisted living units) and one memory care facility located in
Missouri. The exiting of these operations resulted in salaries, wages, and benefits decreasing $20,169,000 for the year ended Decenber 31, 2024 compared to the prior year.

We continue to face worlforce and labor shortages within all of our operations. The labor and workforce shortages have resulted in us contracting with agency nurse
staffing companies. For the vear ended December 31, 2024 our agency nurse staffing expenses decreased $19,962,000, or approzimately 66.2%, compared fo the same period 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 Decenber 31, 2024 and 2023, respectively.

The White Cak operations attributed to an increase of $20,554,000 in other operating expenses for the year ended December 31, 2024 compared to the prior year On March
1, 2024, the Company exited the lease and transfened the operations of two skilled nursing facilities (ncluded assisted living units) and one memory care facility located in
Missouri. The exiting of these operations resulted in other operating expenses decreasing $7,101,006 for the year ended December 31, 2024 conypared to the prior year. We continue
to face inflationary pressures in certain categories within other operating expenses as well, such as food/dietary supplies and drugs/phanmaceutical supplies.

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

Other income

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

We recorded unrealized gains in the amount of $30,358,000 for the increase in fair value ofour marketable equity securities portfolio for the year ended December 31, 2024.
The merketable equity securities portfolio consists mainly of publicly-traded healthcare REIT's and other blue-chip public companies held within our insurance companies.

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

The Company is providing cerlain non-GAAP [inancial measures as the Conpany believes that these figures are helpful in allowing investors to more accurately assess
the ongeing nature of the Company’s operations and measure the Company’s performance wore consistently across periods. Therefore, the Company believes this information is
meaningful in addition to the information contained in the GAAP presentation of financial information. The preseatation of this additional non-GA AP financial information is not
intended to be considered in iselation or as a substitute for the financial information prepared and presented in accordance with GAAP.

Specifically, the Cormpany believes the presentation of non-GAAP [inancial information that excludes the unrealized gains ov losses on our nmenketable equity securities,
stock-based compensation expense, gains on sale of property and equipment, operating results 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 Company™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 datay:

Year Ended December 31,

2025 2024 2023
Net income attributable to National HealthCare Corporation $ 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 2,782
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) =
Gain on sale of unconsolidated company - (1,024) =
[ncome tax expense on non-GAAP adjustments 5,003 8,806 4,169
Non-GAAP Net Income $ 104,067 $ 76,862 § 54,934
GAAP diluted eamings per share 3 767 8 653 § 434
Non-GAAP adjustments:
Unrealized gains on marketable equity securities (1.43) (1.98) (0.9
Stock-based compensation expense 0.28 028 0.18
Gain on sale of property and equipment 0.23) = (0.42)
Operating results for newly-opened operations not at full capacity - 0.01 0.15
Acquisition-related expenses o 0.21 =
Employee retention credit — (0.61) -
Gain on sale of unconsolidated company - (0.07) -
[ncome tax expense on non-GAAP adjustments 0.36 0.56 0.27
Non-GAAP diluted eamnings per share 3 665 § 493 § 3.55

Liquidity, Capital Resources and Financial Condition
Sources and Uses of Funds
Our primary sources of cash include revenues from the operations of our healthcare operations, managenent and accounting services, rental income, and nvestment

income. Our primary uses of cash include salaries. wages and other operating costs of our healthcare operations, the cost of additions to and acquisitions ol real property, factlity
rent expenses. and dividend distributions. These sources and uses of cash are reflected in our consolidated statements ofcash 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):

Cash, cash equivalents, restricted

cash, and restricted

cash equivalents at beginning of

period

Cash provided by operating
activities

Cash used in investing activities

Cash (used in)/ provided by

financing activities

Cash, cash equivalents, restricted

cash, and restricted

Year Ended

cash equivalents at end of period $

One Year Change Year Ended One Year Change
12/31/25 12/31/24 b % 12/31/24 12/31/23 s %

3 96922 § 125968 8 (29,046) (23.1)% 3 125968 § 74865 § 51,103 68.3%
185,078 107,303 71,775 725 107,303 111.216 (3,913) (3.5)
(33,858) (236,693) 202,835 85.7 (236,693) (17,568) (219,125) (1,247.3)

(135,955) 100,344 (236,299) (235.5) 100,344 (42,545) 142,889 335.9
112,187 8 96,922 $ 15,265 157% § 96922 § 125968 § (29,046) (23.0%
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Operating 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
Deceiber 31, 2024 and 2023, respectively, Cash provided by operating activities consisted of net income of $122,606,000 and adjustments for non—cash items of $30,244,000. There
was cash provided by working capital needs in the amount of $33,395,000 for the year ended December 31, 2025. In 2024, there was cash used for working capital in the amount
of $25,717,000.

Inchuded in the adjustments for nen-cash items are depreciation expense, equity in samings of uncons olidated investments, unrealized gains on our marketable equity
securities, gain on the sale of property and equipment, deferred texes, and stock compensation.

Investing Activities

Net 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 equiprment additions was $36,446,000, $27,600,000, and $27,901,000 for the years ended December 31, 2025, 2024 and
2003, tespectively. For the year ended December 31, 2025, we contributed capital of $5,629,000 for two joint venture, molif-family developments that are under construction in
Nashville, Tennessee compared to $14,298,000 for the same period in the prior year, Proceeds from the sale of nmarketable securities, net of purchases, resulled in cash proceeds of
§7,705,000, $16,913,000, and $17,895,000 in 2025, 2024, and 2023, respectively.

On August 1, 2024, the acquisition of White Oak Senior Living resulfed in cash used of $215,896,000. In January 2024, the Conmpany sold its ownership interest in a
homecare agency resulting in proceeds Gomthe sale 0£'$2,100,000.

Financing Activities

Net cash used in financing activities totaled $135,955,000 for the year ended December 31, 2025. Net cash provided by financing activities totaled $100,344,000 for the year
ended Decerber 31, 2024, Net cash used in financing activities totaled $42,545,000 for the year ended Docember 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 Decetrber 31, 2025, 2024 and 2023, wespectively. Proceeds from the issuance of common stock totaled $14,214,000, $14,268,000, and
$313,000 for 2025, 2024 and 2023, respectively. We repurchased common 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.

Tn. 2024, the fimding for the White Oak acquisition was provided by the Company’s cash on hand and borrowings under the credit facility of $150,000,000.
Shori-term liquidity

We expect to meet our short—tenm Hiquidity requirements primariky from our cash fows from operating activitics. In addition 1o cash fiows [fomoperations, we have current
cash on hand of $92,829,000 and unrestricted matketable equity securities of $162,972,000. We also have unenctirbered real estate and the borrowing capacity on our $50 million
available line of credit, We believe these various resources are adequate to meet our contractual obligations and growth and development plans in the next twelve months.
Long—term liguidity

We expect to meet our long—term liquidity requirements primarily from cur cash flows from operating activities, our current cash en hand of $92,829,000, our unrestricted
murketable equity securities of $162,972,000, and our berrowing capacity on the $50 million available line of credit. We also have subsiantial valuc in our unencumbered real estate
assets, which could potentially be uscd as collateral in fature borrowing oppertunities.

Qur ability to meet our long-term contraciual obligations and fo finance our operating requirements, growth and development plans will depend wpon our future
performance. Our future performance will be affected by business, economic, financial and other factors, including potential changes in state and federal government paywont rates
for health care, customer demand, success of our marketing efforts, pressures fromcompetitors, and the stats of the econamy, including the state of financial and credit markets, as

well as many unforeseen factors.
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Contingencies

See Note 16 to the consolidated financial statements for additional imformation on pending litigation and other contingencics.
Guarantees

At December 31, 2025, we have no agreements to guarantee the dabt obligations of other parties.

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

New Accounting Pronouncoments
See Note 1 io (he consolidated financial statements for the impact of any new accounting standards.
Application of Critical Accounting Policies

The preparation of financial statements in conformity with accounting prineiples generally accepted in the United States of America requires us to make estimates and
assumptions (hat affect the reported amounts of assets and Labilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates and cause our reported net income to vary significantly fromperiod
i period.

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

Nei Patient Revenues and Accounts Receivable

Net patient revenues are derived from services rendered to patients for skilled and intermediate nursing, rehabilitation therapy, assisted living and independent ving,
home health care services, hospice servives and behavioral health services, Net patient revenue is repotted at the amount that reflects the consideration to which the Conmany
expects to be entitled in exchange for providing patient services. These amounts ate due Gom patisnts, govemmental prograns, and other tlird-party payors, and inclide variable
consideration for retroactive revenue adjustments due to settlerment of audits, reviews, and investigations.

The Company recognizes revenue as its performance obligations are conpleted. Routine services are treated as a single performance obligation satisfied over time as
setvices are rendered. These routine services represent a bundle of services that are not capable of being distinct. The performance obligations are satisfied over time as the
patient sinmltancously receives and consumes the benefits of the healthcare services provided, Additionally, there nay be ancillary services which are not included in the daily
rates for routine services, but instead are treated as separate performance obligations satis fied at a point in time when those services are rendered. Contract liabilities ave recorded
for puyments the Compary receives in which perfonvence obligations have not been corpleted.

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

adnission. Credit losses are recorded as bad debt expense, which js included as a component of other operating expenses in the consolidated statenents of operations.
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Acerued Risk Reserves

We are seif-insured for risks related to workers” compensation and general and professional liability insurance. We have two wholly—owned limited purpose insurance
companies that insure risks related to workers® compensation and general and professional liability insurance claims. The accrued risk reserves inchude a liability for reported claims
and estimates for ncurred but unreported claims. Our policy is to engage an external, independent actuary to assist in estimating our exposure for claims obligations (for both
asserted and unasseried claims). We reassess our accrued risk reserves on a quarterly basis.

Professional liability remains an area of particular concem to us. The long-term care industry has seen an increase in personal injury/wrongful death claims based on
alleged negligence by skilled nussing facilities and their employees in providing care to residents. The Company has been, and continues te be, subject to clains and legal actions
that zrise in the ordinary course of business, including potential claitre related to patient care and treatment. A significant increase in the numbet of these claitms, or an increase in
the amounts due as a result of these claits could have a material adverse effect on our consclidated financial position, resuits of operations and cash flows. It is also possible that
future events could cause us to make significant adjustments or revisions to these reserve estimates and cause our reparied net income to vary significantly frompetiod to period,

We are principally self-insured for incidents occurring in all centers owned or leased by us. The coverages include both primary policies and excess policies, In all years,
settlements, ifany, in excess of available insurance policy liemits and cur own reserves would be expensed by us.

ITEM7A.  QUANTITATIVE AND QUALITATIVE DISCLOS URE ABOUT MARKET RISK

Market tisk represents the potential econormic loss arising from adverse changes in the fair value of financial instruments. Currently, our exposure to market risk relates
primarily to our fized—income and equity portfolics. These invesiment portfolios are exposed primarily to, but not Limited to, interest rate 1isk, credit risk, equity price sisk, and
concentration risk. We also have exposure to market risk that includes our cash and cash equivalents, The Company's senior management has established conprehengive risk
rmanagement policies and procedures to manage these market rigks.

Inferest 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 instruments, Additionally, the fair values of interest rate sensitive instruments may be affected by
the creditworthiness of the issuer, prepayment options, the liquidity of the instrument and other general market conditions. At Decendber 31, 2025, we have available for sale
matketable debt securities in the amount of $123,293,000, The fixed income pertfolio is comprised of investments with primeanily short-term and intermediate—term maturities. The
portiolic composition allows Hexibility in reacting o fluctuations of interest rates. The fixed income portiblio allows our insurance company subsidiaries to achieve an adequate
risk-adjusted retum while maintaining su ficient liquidity to meet obligations.

Our cash and cash equivalents consist of highly liquid investmenis with a taturity of less than three months when purchas ed. As a result of the sheri—term nature of our
cash instruments, a hypothetical 1% change in injerest rates would have minimal irmpasct on our future eamnings and cash flows related to these instruments.

Our Credit Facility exposes us to vatiability in interest payments due to changes in Secured Overnight Financing Rate ("SOFR") interest rates. We manage our exposure
to this interest rate risk by monitoring available financing alternatives. Our eredit agreement requires principal and interest payments ic be paid through maturity, pursuant to the
anortization schedule.

We do not cutrently use any derivative instruments o hedge our interest rate exposure. We have not used derivative instruments for trading purposes and the use of
such instruments in the future would be subject to approvals by the lvestment Comnittee of the Board of Directors.

Credit Risk

Credit tisk is managed by diversifying the fixed income portfolio to avoid concenirations i any single industry group or jssuer and by limiting investments in sccuritics
with lower credit ratings. Corporate debt securities and asset-backed securities comprise approsimately 61% of the fair value of the fixed income portfolio. At December 31, 2025,
the credil quality ratings for our fixed income portfolio cons isted of the following investrent and non-investment grades (as a percent of fair value): 5% AAA mated, 40% AA rated,
39% A rated, 12% BBB reted, and 4% BB rated.

Equity Price and Concentration Risk

Our marketable equity securities are recorded at their fair market value based on quoted market prices. Thus, there is exposure fo equity price risk, which is the potential
change in fair value due to a change in quoted market prices. At December 31, 2025, the fair value oF our marketable equity securities is approximately $180,169,000. Our investment
in NHI comprises approximately $124,532,000, or 69.1%, of the total fair value of our marketzble equity securities. We mantage out exposure to NHI by closely monitoring the
[Enancial condition, performance, and cutlook of the company. Hypethetically, 2 10% change in quoted morket prices would result in a related increase of decrease in the fair valie
of our equily investments of approximately $18,016,000. At Decermber 31, 2025, our equily securities had net unrealized gains of $136,889,000. Of the total unrealized gains in our
marketable equity secutities, approzimately $99,798,000 s related to our investment in NHL
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TTEM 8. FINANCIAL STATIMENTS AND SUPPLIMENTARY DATA
REPORT OF INDEPENDENT REGIS TERED PUBLIC ACCOUNTING FIRM

To the Stockholders and the Board of Directors of National HealthCare Cotporation
Opinion n the Financial Statements

We have audited ihe accompanying consolidated balance sheet of National HealthCare Corporation (the "Copany") as of December 31, 2025, the related consolidated staterments
of operations, conprehensive income, equity, and cash flows, for the period ended Decerber 31, 2025, and the related notes {collectively referred to as the "financial statercents").
In our opinion, the financial statements present firly, in all material respects, the financial position of the Company as of Decerber 31, 2025 and the results of its opetations and its
cash flows for the period ended Decersber 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 Commpany Accounting Oversight Board (United States) (PCAOB), the Company's internal control over
financial reporting as of Decerrber 31, 2025, based on criteria established in Internal Control — Integrated Framework (2013} issued by the Committee of Sponsoring
Organizations of the Treadway Comiission and our report dated Febmuary 26, 2026, expressed an unqualified opinien on the Conpany's internal control over financial reporting,.

Basis for Opinion

These financial statements are the responsibility of the Corrpany’s management, Our responsibility is to express an opinion on the Company's financial statements based on our
audits. We are a public accounting firm registered with the PCAOB and are requited to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicatle rules and regulations ofthe Secunities and Exchange Conmission and the PCACB.

We conducted our audits in accordance with the standards of the PCAQOB. Those standards require that we plan znd perform the audit to obtain reasonable assurance about
whether the Fnancial statements are fiee of material misstatement, whether due to error or fraud. Our audits included performing procedures to assess the rigks of material
missiatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures incl:ded examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statements. Cur audits also inclnded evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Andit Matter

The critical audit matter commmmicated below is a matter arising fromthe cument-period audit of the financial statements that was gonmumicated or required (o be comnmnicated to
the audit comuiteee and that (1) relates to accounts or disclosures that are material to the fnancial statements and (2) involved our especially challenging, subjective, or contplex
judgments. The communication oferitical audit matters does not alter n any way our opinion on the financial statements, taken as a whole, 2nd we are not, by commumnicating the
critical audit matter below, providing z separate opinion on the critical audit matter or on the accounts or disclosures to which it relates.
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Fstimation of Accrued Risl Reserves - General and Professional Linbility Claims— Refer to Note 16 to the financial statements

Crifical Audit Matter Description

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

We identified the cvaluation of the Company’s accrued risk reserves for professional liability claims as a eritical audit matter because the projection of settlement values for
reported and unreported claims involves significant estinmtion by management. Auditing whether reserves for professional liability claims were appropriately recorded as of
Decerrber 31, 2025 required a high degree of auditor judgment and an increased extent of effort, including the need fo involve our actuarial specialists.

How the Critical Audit Maiter Was Addvessed in the Audit

Our audit procedures related to the estimation of acciued risk reserves for professional Hability claims incluge the following, ameng others:

- Tested the effectiveness of management’s internal conlrols over the estination of professional liability claims, including those over the projection of obligations for asserted and
unasserted claims.

- Obtained and reviewed the Company’s insurance policies and compared the coverage and tems to the assumptions used by nunagement.

- Tested the undetlying data that served as the basis for the actuarial analysis, including historical claims, to test that the inputs 1o the actuarial estimate were accurate and
complete,

- With the assistance of cur actuarial specialists, evaliated the methods and assunptions used by management to estimate the self-insurance reserves for general and professional
lability clains by:

= Performing a retrospective review by comparing nenagement’s prior year estimate to reported and paid losses for professional claims in the current year.
g P 2 g prioT Y/ Y P

» Developing an independent range of estimated losses for the general and prefessional liability reserve and comparing management's estimate to out estimated independent
range.

/s/ Delgitte & Touche TLP

Nashville, Tennessee
February 26, 2026

We have served ag the Company's auditor since 2025.
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Report of Independent Registered Public Aceounting Firm
"T'o the Stockhelders and the Board of Directors of National HealthCare Corporation
Opinicn on the Financial Statements

Wo have audited the acconpanying consolidated balance sheet of National HealthCare Corporation (the Company) as of December 31, 2024, the related consolidated statements of
operations, comprehensive income, equity and cash flows for each of the two years in the petiod ended Dacember 31, 2024, and the related notes (collectively referred to as the
"consclidated financial staterments™). In our opinion, the consolidated financial statements present fairly, In all material respects, the financial position of the Company at Decertber
31, 2024, and the results of its operations and its cash flows [ov each of the two years in the period ended December 31, 2024, in conformily with U.S. generally accepted accounting
principles.

Basis for QOpinicn

These financial statements are the responsibility of the Company’s tanagement. Our responsibility is t0 express an opinien on the Company’s financial siatemenls bagsed on cur
audits. We are a public accounting firm registered with the PCAOR and are required to be independent with respect to the Company in accordance with the U.S. federal securities
iaws and the applicable rmles and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted cur audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the andi to obtain reasonable assurance about
whether the financial statements are free of material misstatement, whether due to ewor or fisud, Our audits nclided performing procedures to assess the risks of material
misstatement of the financial statemsnts, whether due to eror or fiaud, 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 andits also included evalusting the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the fmancial staterents. We believe that our audits provide a reasonable basis for our opinion,

/s/ Ernst & Young LIP
We served as the Company's auditor from 2009 to 2025,

Nashville, Tennessee
TFebruary 28, 2025




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

Year Ended December 31,

2025 2024 2023

Revenues:

Net patient revenues S 1,469,631 § 1.251,759 § 1,087,614

Other revenues 48,150 46,178 53,930

Government stimulus mcome — 9445 —

Net operating revenues and stinulus income 1,517,781 1,307,382 1,141,544

Costs and expenses:

Salaries, wages and benefits 921,080 810,930 712,344

Other operating 377,202 321,390 288,183

Factlity rent 46,227 43,182 41,525

Depreciation and amortization 44920 41,985 42,034

Total costs and expenses 1,389,429 1,217 487 1,084,086

Income fromoperations 128,352 809,895 57,458
Other income (expense):

Non-operating income 18,107 19,690 16,660

Interest expense (6,371) (4.135) (324)

Unrealized gains on marketable equity securities 2234 30,958 14,944
Income before income taxes 162,432 136,408 88,738
Income tax provision (39,826) (34,322) (23,450)
Net income 122,606 102,086 65,288
Net (income) loss attributable to noncontrolling interest (2.591) (159) 1,510
Net income attributable to National HealthCare Corporation 5 120015 § 101,927 % 66,798
Eamings per share attributable to National HealthCare Corparation stockholders:

Basic 3 776 3 662 $ 436

Diluted S 767 8 653 § 434
Weighted average common shares outstanding:

Basic 15472,185 15,393,782 15,310,142

Diluted 15,646,338 15,598,528 15,377,343
Dividends declared per common share b 253§ 242§ 234

The accompanying notes to consolidated financial statements are an integral pait of these consolidated statements.
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NATIONAL HEALTHCARE CORPORATION
Consolidated Statements of Comprehensive Income
(in thousands)

Year Ended December 31,

2025 2024 2023

Net income 3 122,606  § 102,086 § 65,288
Other comprehensive income:

Unrealized gains on mvestments in marketable debt securities 3,937 909 3434

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

[ncome tax expense related to items of other comprehensive income (660) (409) (523)
Other comprehensive income, net of tax 3,937 1,888 2,928
Net (income) loss attributable to noncontrolling interest (2,591) (159) 1,510
Conprehensive income attributable to National HealthCare Corporation $ 123952 § 103815 § 69,726

The accompanying notes o 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 $ 92,829 § 76,121
Restricted cash and cash equivalents, current portion 18,118 19,568
Marketable equity securities 162,972 140,064
Restricted marketable equity sccurities 17,197 23,190
Restricted marketable debt securities, current portion 18,062 11,529
Accounts receivable 139,002 135,325
Inventories 7,795 9,039
Prepaid expenses and other assets 5,845 0,572
Total current assets 461,820 424 408
Property and Equipment:
Property and equipment, at cost 1,308,891 1.281,736
Accummlated depreciation and amortization (635,094) (597.447)
Net property and equipment 673,797 684,289
Other Assels:
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 7478 8.837
Operating lease — right-of-use assets 47,778 79,167
Goodwill 170,478 170,478
Intangible assets 19,864 19.864
Investments in unconsolidated companies 38,733 27,878
Total other assets 390,802 415732
Total assets $ 1526419 § 1,524429

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

December 31,

2025 2024
Liabilities and Equity
Current Liabilities:
Trade accounts payable b 2767 % 25,493
Operating lease liabilities, current portion 33.611 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 253,632 234,797
Long-term debt 32,500 129,500
Operating lease liabilities, less current portion 13461 45,925
Accrued risk reserves, less current portion 85415 72,520
Relundable 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 236,412 232,530
Retaned eamings 832,984 752,193
Accunulated other comprehensive loss (779) (4,716)
Total National HealthCare Corporation stockholders’ equity 1,068,772 980,161
Noncontrolling interest 5743 3,002
Total equity 1,074,515 983,163
Total liabilities and equity b 1526419 § 1,524,429

The accompanying notes fo consolidated financial statements are an wntegral part of these consolidated statements.
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NATIONAL HEALTHCARE CORPORATION
Consolidated S tatements of Cash Flows
(in thousands)

Year Ended December 31,

Cash Flows From Operating Activities:
Net ncome
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and anortization
Equity in eamings of unconsolidated mvestments
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 of 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 habilities
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
Investments 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 ofassets
Net cash used in investing activities
Cash Flows From Financing Activities:
Borrowings under credit facility
Repayments under credit facility
Dividends paid to common stockholders
Issuance of common shares
Repurchase of common shares
Noncontrolling mterest contributions
Entrance fee deposits (refunds)
Debt issuance costs
Principal payments under finance leasc obligations
Net cash (used in) / provided by financing activities

Net Increase (Decrease) in Cash, Cash Equivalents, Restricted Cash, and Restricted Cash

Equivalents

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

Cash, Cash Equivalents, Restricted Cash, and Restricted 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

n

2023

122,606 S 102,086 S 65.288
44920 41,985 42,034
(218) (589) (2,015)
6l6 512 470
(22,344) (30,958) (14,944)
(1,167) (1,093) 667
= (1,024) -
(3.606) (6,230)
6477 17,941 5,768
4.399 4,160 2,782
(3.677) (26.441) (8,339)
1,244 (599) (298)
4,574 6,283 (669)
695 273 (1,244)
(2,726) 6,299 2,236
11,198 4,951 11600
(1.612) (3,018) 1,738
17,979 357 790
4,600 (3,349) 5376
1,120 (10473) 6,426
185,078 107,303 111,216
(36,446) (27,600) (27,901)
= (215,896) =
(5.029) (14.298) (4.661)
(65,188) (35,057) (29,501)
72.893 51,970 47396
512 ) (201)
= 2,007 (2,700)
— 2,100 -
(33,858) (236,693) (17.568)
- 150,000 -
(97,000) (13,000) -
(38,704) (36,964) (35,560)
14214 14,268 313
(14.730) (13,502) (2.482)
150 L115 —
113 (313) 169
25 (400) i
- (860) (4,985)
(135,955) 100,344 (42,545)
15,265 (29,046) 51.103
96,922 125,968 74,865
112,187 § 96922 S 125,968
92829 § 76,121 $ 107,076
19,358 20,801 18,892
112,187 § 9,922 § 125,968




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

Year Ended December 31,

2025 2024 2023
Supplemental Information:
Cash payments for interest $ 7030 % 3416 § 290
Cash payments for income taxes b 24719 8 17525 § 14,571

The accompanyving notes to consolidated financial statements are an integral part of these consolidated statements.
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NATIONAL HEALTHCARE CORPORATION
Consolidated Statements of Equity
(in thousands, excepl for share and per share amounts)

Accunulated

Capital in Other Non-
Common Stock Excess of Retained Comprehensive controlling Total
Shares Amount Par Value Farnings Loss Interest Equity
Balance at January 1, 2023 15357746 § 153 § 226991 § 656,664 § 9,532) § 3238 % 877,514
Net income - - - 66,798 - (1,510) 65,288
Other comprehensive loss - - - - 2,928 - 2,928
Stock-based compensation ~ = 2,782 - = = 2,782
Shares sold — options exercised 37,264 — 313 - - - 313
Repurchase of common shares 144.349) - (2.482) - — - (2,482)
Dividends declared to common stockholders
($2.34 per share) - — — (35,863) - - (35,863)
Balance at January 1, 2024 15330661 S 153§ 27604 S 687399 S (6,604) § 1,728 § 910,480
Net ncome - = — 101,927 - 159 102,086
Contributions attributable to noncontrolling
interest = - - - - 1,115 1,115
Other conprehensive income - - - 1,888 - 1,888
Stock-based compensation - - 4160 - - - 4.160
Shares sold — options exercised 232,493 1 14.268 - - - 14,269
Repurchase of common shares (133,15) - (13.302) - - - (13.302)
Dividends declared to common stockholders
($2.42 per share) = = = (37,333) — — (37,333)
Balance at January 1, 2025 15,450,003 S 154 8 232530 % 752,193 § (4716) S 3002 8§ 983,163
Net income - s - 120,015 - 2,591 122,606
Contributions attributable to noncontrolling
mterest - - - - - 150 150
Other comprehensive income - - - - 3,937 - 3,937
Stock—based compensation - - 4,399 - - - 4.399
Shares sold — options exercised 213,762 1 14213 - - - 14,214
Repurchase of common shares (127,338) - (14.730) - - = (14,730)
Dividends declared to common stockholders
(82.53 per share) = - = (39.224) i = (39,224)
Biliies st Detemher a1, 2025 15536427 S 155 5 236412 § 832984 S (779) S 783 % L0315

The accompanying notes to consolidated financial statements are an integral part of these consolidated statements.
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Motes to Consoliduted Dinancial Statements
Note 1 — Summayy of Signiticant Accounting Pulicies
Nature of Operations

Mational FlealthCars Corporation ("NIIC" or "the Company”) operates, manages or provides services to skilled nursing facilities, assisted living Fcilities, independent
living facilities, home health care agencies, hospice agencies, and behavioral health hospitals located in © Southeastem and Midwestern states i the United States. The most
significant parl of our business reletes to skilled and intermediate nusing care setiings in which we also provide assisted living and retirement services, rehabilitative therapy
services, memory and Albheimer's care services, home health and hospice services, and behavioral heaith services. In addition, we provide insurance services, management and
accounting services, and we lease propotties 1o operators of skilled nursing and assisted living Facilities. The health care environment has continually undergone changes with
regard to federal and state reimburserment programs and other payor seurces, compliance tegulations, competition among other health care providers and patient care litigation
issues. We continually momitor these industry developments as well as other factors that affect our business.

Principles of Consolidation and Basis of Presentation

The consolidated financial statenwnts, which are prepared in accordance with U.S. gonerally accepted accounting principles ("GAAP™, include our wholly owned and
controlled subsidiaries and affilistes, All significant interconpany transactions and balances have been eliminated in consolidation. The Company presents noncontrelling nterest
within the equity section of its consolidated balance sheets. The Company presents the amount of conselidated net income that is attributable to NHC and the noncontrolling
interest in its consolidated statenents of operations.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires us to meke estimates and assumptions that affect the reporied amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reperted amounts of revenues and expenses during the reporting period.
Actual results could differ fromthose estimates and could cause our reported net income to vary significantly Fomperiod to peiod.

Net Patient Revenues and Accounts Receivable

Net patient revenues are derived from services rendered to patients for skilled and intermediate nursing, rehabilitation therapy, assisted living and independent living,
home health care services, hospice services, and behavioral health services. Net patient revenue is reported at the amount that reflects the consideration to which the Company
expects ta be entitled in exchange for providing patient services. These amounts are due from patienis, governmental programs, and other third-party payors, and include variable
consideration for retroactive ravenue adjustments due to settlement of audits, reviews, and nvestigations.

The Company tecognizes reverue as its performance obligations are completed. Routine services are treated as a single perfonmance obligation satisfied over time as
services are rendered. These routine services represent a bundle of services that are not capable of being distinct, The performance obligations are satisfied over time as the
patient simnitaneously receives and conswines the benefils 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 a point in time when those services are rendered,

We determine the transaction price based on contractually agreed-upon amounts or rates, adjusted for estitnates of varlable consideration, such as implisit price
conoessions. We utilize the expected value method to defermine the amount of variable consideration that should be included to arrive at the transaction price, using contractual
agreements and historical reimbutsemment experience within cach 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 cunmilative reverme recognized will not accur in the firture. If actual amounts of consideration ultimately received differ
fromour estimates, we adjust these estimates, which would alfect net revenue in the period such variances become kngwn,
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Other Revenues

Other reveniues include revenues (fom the provision of insurance services (o other healthcare providers, management and accounting services to other long—term care
providers, and rental income. Qur insurance revenues consist of premiums that are generally paid in advance and then amortized into income over the policy period. We chaige for
management services based on a percentage of net revenues. We charge for accounting services based on a monthly fee or a fixed fee per bed of the healthcare center under
contract. We record other revenues as the performence obligations are satisfied based on the terms of our conteactual arrangements,

‘We recognive rental income based on the terms ofour operating leases. Under certain of our leases, we receive variable rent, which is based on the increase in revenues of
a lessee over a bage year. We recognize variable rent annually or monthly, as applicable, when the actual revenue ofthe lessee s eamed.

Government Grants

We account for government grants in accordance with Intemational Accounting Standand ("TAS™) 20, Aceounting for Government Grants and Diselosure of Government
Assistance, and as such, we recognize grant incoms on a systematic basis in line with the recognition of specific expenses and lost revenuss 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 govemment
grant incoie. The ERC was established by the CARES Act and intended to kelp businesses retain their workforce and avoid layoffs during the pandemic. The ERC provided a per
employee ciedit 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 descriptive
information abont its reportable operating 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) Lhomecare and hospice services. The Commpany also veports an "all other” category that
includes revenues Fom rental income, tenagement 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, Qur primary
patient care costs include dmgs, medical supplies, purchased professional services, food, and professional liability insurance and licensing fees. The primary facility costs include
utilities and property insurance.

Tn 2025, we contributed fand to a newly-formed linited 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. The gain has been included as a reduction of "other
operating expenses” in the consolidated fnancizl statement ofaperations.

General and Administrative Costs

With the Company being a healthcare provider, the rajority of our expenses ate "cost of revenue” items. Costs that coukd be classified as " general and administrative" by
the Company would include its corporate office costs, excluding 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
Cash aquivalents include highly liguid investiments with an original maturity of three months or less when purchased.
Restricied Cash and Cash Equivalenis and Restricted Marketable Secuvities

Restricted cash and cash equivalents and restricted marketable securities tepresent assets that are primadly held by our wholly owned linited puipose insurance
companies for workers’ compensation and professional liebility claims.

Investments in Marketable Securities and Restricted Marketable Securities

Our investreents in merketable equity securities are cawied at fair value with the changes in unrcalized gains and losses recognized mn our results of operations at cach
measutemont date. Qur investments in warketable debt securities are classified as available for sale securities and caried at fair value with the unrealized gains and losses
recognized through accunulaied other comprehensive incomefless at each measurement date. For available for sale debt securitics in an unrealized loss position, we first assess
whether we intend to sell, or it is more Elely than not that we will be required to sell the security before recovery of the amortized cost basis. ITeither of the criteria regarding mtent
or requitement to sell is met, the secmity’s cost basis is written down to fair value through our resulis of operations. For debt sceurities that do not meet the aforementioned
criteria, we evaluate whether the decline in fair value has resulted from credit losses or other factors, If a credit loss exis ts, the present value of cash flows expected to be collected
fromthe security are compared to the cost basis of the security. If the present value of cash flows expected to be collecied is less than the amottized cost basis, a credit loss exists
and an allowance for credit losses is recorded for the credit loss, limited by the amount that the [air value is less than the amortized cost bagis. Realizd gains and losses from
securities are recognized in results of operations upon disposition of the securities using the specific identification method on a trade date basis.
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Inventories
Inventories consist generally of food and supplies and are valued at the lower of cost or merkel, with cost determined on a frst—in, first—out (FIFO) basis.
Properly and Equipment

Property and equipnent are recorded at cost. Depreciation i provided by the straight-line method over the expected useful lives of the assets estimated as follows:
buildings and inprovements, 2040 years and equipment and furniture, 3-15 years. Leasehold improvements are ampriized over periods that do not exceed the non—cancelable
respective lease temms using the straight-line method.

Ependitures for tepairs and maintenance are charged to expense as incurred. Betterments, which significantly extend the useful life, are capiialized. We remove the costs
and related allowances for accunmlated depreciation or amortization fiomthe accounts for properties sold or retired, and any resulting gains or losses are inchided in income.

In accordance with ASC Topic 360, Froperty, Plant, and Equipment, we evaluate the recoverability of the canying values of our properties 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
economic conditions, and significant deteriotations of the underlying cash flows of the property, indicate that the canying amount of the property may not be tecoverable. The
need to recognize impainment is based on estimated future undiscounted cash flows froma property aver the remaining useful life compared to the canying vale of that property.
Ifrecognition of impairment is necessary, it is measured as the amount by which the camying amount of the property exceeds the estimated fair value of the propeity.

Investments in Uneonsolidated Companies

We use the equity method to account for our invesiments in joint veniures in which we have the ability to exercise significant influence. Original investments in these
entities are recorded at cost and subsequently adjusted by our shate of equity in income or losses. As of December 31, 2025, the majorily of our investments in unconsolidated
conpanies relates to a multi-family developirent that is under construction in Franklin, Tennessee, in which we own a 55% non-controlling nterest.

Business Combinations

We account for transactions that represent business combinations using the acquisition methed of accounting in accordance with FASB ASC Topic 805, Business
Combinations (Topic 805). Acquisitions are accounted for as purchases and are included in our consolidated financial statemenis [rom their respeclive acquisition dates. Assets
acquired 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 pericds following the acquisition date are estimated and recorded as provisional amounts during the measurement period. The measurement period is defined as the date
through which ali infortmticn required to identify and measure the consideration trans ferred, the assets acquired, the lizbilities assumed and any noncontrolling interests has been
obtained, limited to one year from the acquisition date.

Goodwill generated from business combinations is recognized for the excess of the purchase price over the fair value of tangible and identifiable intangible assets
acquited and liabilities assummed, In deternmining the fair value of identiffable assets, we use various valuation techniques. These valuation methods require us to make estimates
2nd assumptions surrounding projected revenues and costs, fiuture growth, and discount rates

Leng-Term Leases

The Company’s lease portfolio primarily consists of operating real estate leases for cortzin skilled nursing facilitics, assisted and independent living facilitios, homecare
and hospice offices, and pharmacy warehouses. The original tems of the leases typically range fromiwo to iffeen years. Several of the real estate leases include renewal options
which vary in length and may not inchide specific rent renewal amounts. We determing if an atrangenent is a lease at inception of a contract. We determine the lease term by
assuming exercise ofrenewai options that are reasonably certain.

The Company recoxds right-of-use assets and liabilities for non-cancelable real estate operating leases with original or remaining lease terms in excess ofone year: Leases
with a lease term of {2 months or less at inception are not recorded and are expensed on a straight-line basis over the lease term We recognize lease components and non-lease
components together and not as separtate paits ofa 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 lease payments over the lease term The present value of the lease payments are
discounted using the incremental borrowing rate associated with each lease. The variable components of the lease payment that fluctuate with the operations of a health facility are
not included in determining the right-ofase assets and kease Labilities. Rather, these variable components are expensed as incurred.

Goodwill and Gther Intangible Assets

Goodwill represents the excess of the purchase price over the fair value of identifiable net assets acquired in business combinations. We perform our anaval goodwill
impairment agsessnent on the fest day of the fourth quarter, Tests are performed more ffequently if events occur, or circumstances change that would more likely than not reduce
the fair value of the reporting unit below its carrying amount. In accordance with ASC Topic 350, nfangibles - Goodwill and Other (" ASC 350"), the guidance provides the optien
to first assess qualitative [actors to determine whether it is more likely than not that the fair value of a repoting unit is less than its carrying value, If, based on a review of
qualitative factors, it is more likely than not that the fair value of a teporting unit is less than its carrying value, the Company performs a goodwill ingpaitment test by comparing the
carrying value of each repoiting unit to its respective fair value. The Company determines the estimated fair value of each reporting unit using a discounted cash flow analysis. The
fair value of the reporting unit is implied fair value of goodwill. In the event a reporting unit's canrying value exceeds its fair value, an impairment loss will be recognized. An
impaiment 1ogs is measured by the difference between the canying value of the reporting unit and its fair valie. The Company elected to performa qualitative assessment during
both fiscal years 2025 and 2024 and deteimined for both periods that no indicators of impairment existed.

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

Aecrued Risk Reserves

We are self~insured for risks related to workers' compensation and general and professional liability insurance. We have two wholly—owned limited purpose insurance
companies that insure these risks. Accrued risk reserves represeat the accrual for risks associated with workers’ conpensation and professional liability claims. The acomed risk
resetves include a liability for unpaid reported claims and estimates for incurred but vnreported claims. Our policy with respect to a significant portion of our workers’
compensation and professional and general liability clairs is to use an actuary to assist management in estimating our expesure for clains obligation (for both asserted and
unasserted claims). We reassess our accrued risk reserves on a quarterly basis, with changes in estimated losses being recorded in the consolidated statements of operations in
the peried first identified.

Other Current Liabilities

Other current liabilities primarily represent accruals for current federal and state income taxes, real sstate taxes and other current liabilities.
Continuing Care Contracts and Refundable Entrance Fees

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

Nen-refundable fees are included as a compenent of the transaction price and are amprtized into revenue over the actuarially determined remaining hife of the resident,
which is the expected period of oceupancy by the resident. We pay the refundable portion of our entry fees to residents when they relocaie fromour conmmunity and the apartment
i8 re-oceupied. Refundable entrance fees are not included as part of the transaction price and are classified as refundable entrance fees in the Company's consalidated balance
sheets. The balances of refundable entrance fees as of December 31, 2025 and Decerrber 31, 2024 were 36,178,000 and $6,063,000, respeoctively.

We annually estimate the present value of the net cost of future services and the use of facilities to be provided to the current CCRC residents and compare that amount
with the balance of non—tefundable deferred revenue from entrance (ees received, Hthe present value of the net cost of future services exceeds the related anticipated revenues, a
Tiability is recorded (obligation to provide future services) with a coresponding charge to income, The obligation to provide future services is included in other noncurrent
linbilities in the Company’s consclidated balanee sheets. At December 31, 2025 and 2024, we have recorded a future service obligation in the amounts of $1,482,000 and 31,474,000,
respectively.

Orher Noncurrent Liabilities

QOther noncurrent liabilities include reserves primaily related to various uncertain incone tax positiens, deferred revenue, and obligations to provide services te our CCRC

residents. Deferred revenue includes the deferred gain on the salo of assets to National Heaith Corporation ("National™) and the non-refundable pestion of CCRC entrance fees

being amontized over the remaining life expectancies of the residents.
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Incame Taxes

We utilize ASC Topic 740, Income Thxes, which requires an asset and labitity approach for financial accounting and reporting for income taxes. Under this guidance,
deferred tax assets and linbilities are determined based upen differences between linancial reporting and tax basig of assets and liabilities and are measured using the enacted tax
laws that will be in effect when the differences are expectad to reverse. The effect on deferred tax assets and liabilities of a change in taxrates is recognized in income in the period
that ncludes the enactment date. See Note 12 for fiuther discussion of our accounting for income taxes.

Alo, under ASC Topic 740, lncome Taxes, tax positions are evaluated for recognition vsing a more—likely—than—not threshold, and those tax positions requiring
recoghition are measured at the largest amount of tax benefit that is greater than 50 percent likely of being realized upen uliimate settlement with a taxing authority that has full
kmowledge of all relevant information. Liabilities for income tax matters inclide amounts for income taxes, appliceble penalties, and interest thereon and are the result of the
potential allernative interpretations of tax laws and the judgmental nature of the timing of recognition of taxable income.

Noncontrolling Interest

The noncontrelling interest in a subsidiary is presented within total equity in the Company’s consolidated balance sheets. The Company presents the noncontrolling
interest and the amount of consolidated net income altributable to NHC in its consolidated statements of operations. The Company’s earnings per share is calculated based on net
income attributable to NHC's stockholders. The canrying ampunt of the noncontrolling interest is adjusted based on an allocation of the subsidiary earnings, contributions, and
distributions.

Stock--Based Compensation

Stock-based awaxds granted include stock options, restricted stock units, and stock purchased 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 to vest.

The fair valze of the restricted stock units is deternined based en the stock price on the date of grant. We estimated the fair value of stock options and stock purchased
under our employee stock purchase plan using the Black—Scholes model. This model utilizes the estimated fair value of conmron stock and requires that, at the date of grant, we nse
the expected term of the grant, the expected volatility of the price of our commen stock, risk—free interest rates and expected dividend yield of our contmon stock. The fair value is
amortized on a straight—line basis over the requisite service periods ol the awards.

Comprehensive Income

ASC Topic 220, Comprehensive Income, requires that changes in the amwunts of certain items, including unrealized gains and losses on marketable debt securities, be
shown in the consolidated financial statements as eomprehensive income. We report comprehengive incorne in the consolidated statements of comprehensive income and alse in
the consolidated statements ofstockholders” equity,

Concentration of Credit Risks

Our credit risls primarily relate to cash and cash equivalents, restricted cash and cash equivalents, accounts receivable, marketable securities, and restricted marketable
securities. Cash and cash squivalenis are primarily held in bank accounts and overnight investments. Restricted cash and cash equivalents are primarily invested in commercial
paper and certificates of deposit with financial instituticns and other interest-bearing accounts. Accounts receivable congist primerily of amounts due [rom patients (funded
through Medicare, Medicaid, other contractual programs and through private payors) and from other health care companies for management, accounting and other services. We
perform continual eredit evaluations of our clients and maintain appropriate allowances for doubtfull accounts on any aceounts receivablo proving uncollectible, and continually
mouitor and adjust these allowances as necessary, Marketable securities and restricted marketable securities are held primarily in accounts with brokerage institutions.

At any point in lime 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
exceed the Federal Deposit nsurance Corporation ("FDIC”) insurance limits. While we monitor the cash balances in our operating acoounts, these cash and restricted cash
balances could be impacted if the underlying financial ingtitutions fail or could be subject to other adverse conditions m the financial markets.

Our financial instruments are subject to the possibility of Joss of the carrying values as a result of the failure of other parties to perform according to their contractual
obligaticns, We evaluate the need to provide reserves for potential credit losses on cur financial instrunents based on management's periodic review of the portfolic en an

instrument-by-instrurment basis.
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Recently Adopted Accounting Guidance

Tn December 2023, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU”) 2023-09 "Jncome Taxes (Topic 740):
Improvements to Income Tax Disclosures," which requires companies to disclose disaggregated jurisdictional and categorical information for the tax rate reconciliation, income
taxes paid and other incoms taxrelated amounts. ASU 202309 is eifective for annual periods beginning with the Company’s fiscal year 2025, with early adoption permitted and may
be applied prospectively or retrospeclively to prior periods. The Company has adopted the standad 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 2023-06, " Codification Amendments in Response fo the SEC's Disclosure Update and Simpiification Initiative," which amends
U.S. GAAP to include certain disclogure requirements that are currently required under SEC Regulation $-X or Regulation S-K. Bach amendment will be effective on the date on
which the SEC temoves the related disclosure requireirent from SEC Regulation S-X or Regulation S-K. The adaption is not expected to have a material impact on the Company's
financial stateroents a3 these requirements were previously incorporated under the SEC Regulations.

In November 2024, the FASB issued ASU 2024-03 " Disaggregation of Income Statement Expenses," which requires the Company to disaggregate key expense categouies
such as enployee compensation and depreciation within its finzncial statements. ASU 2024-03 s effective for annual periods beginning with the Company's fiscal year 2027, and
interimperiods with the Company's fiscal year 2028, with arly adoption permitted. We are currently evaluating the impact this ASU will have on the company's financial statements
and related digclosures.

Reclassifications

Certain accounts in the prior-year financial statements have been reclassified for comparative purpeses to conform to the presentation in the current-year financial
statements.
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Note 2 — Net Patient Revenues
The Company disaggregates revenue fromcontracts with customers by service type and by pavor.
Revenue by Service Tvpe

The Company’s net patient services can generally be classified into the following two categories: (1) mpatient serviees, which includes the operation of skilled nursing
facilities, assisted and independent living facilities, and behavioral health hospitals, and (2) homecare and hospice services (in thousands).

Year Ended December 31,

2025 2024 2023
Inpatient services S 1315545 § 1,111,300 § 956,077
Homecare and hospice services 154,086 140,459 131,537
Total net patient revenues S 1,469,631 § 1,251,759 3 1,087,614
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For inpatient and hospice services, revenue is recognized on a daily basis as cach 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 of one year or less. the Company is not required 1o 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 remain admitted m our facilities or under our care. As the period between the time
of service and time of payment is typically one year or less, the Company did not adjust for the effects ofa significant financing component.

Revenue by Payor

Certain groups of patients receive funds to pay the cost of their care froma common source. The following Lable sets forth sources of net patient revenues for the periods

indicated:
Year 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 cach eligible day a Medicare beneficiary is m 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 ol 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 1o cover the hospice’s costs for providing services included in the patient care plan. Medicare makes daily payments
based on 1 of 4 levels ofhospice care. All hospice care and services oflered to patients and their families must follow an individualized written plan of care that meets the patient’s

Our hospice service revenue is subject to eertain limitations on payments from Medicare. We are subject to an inpatient cap limit and an overall Medicare payment cap for
each 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 cxceeded. 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 govenment. The states in which we operate currently use prospective cost—based
reimbursement systens. Under cost—based reimbursement systens, the skilled nursing facility is reimbursed for the reasonable direct and indirect allowable costs it incurred in a
base vear in providmg routine resident care services as defined by the program

Private pay, managed care, and other payment sources include commercial insurance, mdividual patient funds., managed care plans and the Veterans Adnunistration.
Private paying patients, private msurance carriers and the Veterans Administration generally pay based on the healtheare 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 ol
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 amounis
equal to its established or estimated per-visit rates.

State Relief Supplemental Funding
The Company received supplemental Medicaid payments from various states. The funding generally incorporates specific use requirements prinuarily for direct patient
care including labor related expenses or various patient care related expenses. We have recorded $7,246,000, $12,749.000 and $20.214,000 in net 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 goveming the Medicare and Medicaid programs are complex and subject to interpretation. Nonconpliance with such laws and regulations can be
subject to regulatory actions ncluding fines, penalties, and exclusion from the Medicare and Medicaid programs. We believe that we are following all applicable laws and
regulations

g .

Medicare and Medicaid program revenues, as well as certain Managed Care program revenues, are subject to audit and retroactive adjustment by govemment
representatives or their agents. 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 seltlements are estimated based on the terms of the payment agreement with
the pavor, correspondence from the payor and the Company’s historical settlement activity, including an assessment to ensure that it is probable that a significant reversal m 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, or as years are settled or are no longer subject to such audits, reviews, and investigations. We believe that any
differences between the net revenues recorded, and final determination will not materially affect the consolidated financial statements. We have made provisions of approximately
$13.739,000 and $15.351.000 as of Decerrber 31, 2025 and 2024, respectively, for various Medicare, Medicaid, and Managed Care claims reviews and current and prnor year cost
reports.

Note 3 — Other Revenues

Other revenues are outlined in the table below: Revenues from rental income include health care real estate properties 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 preniums for workers’ compensation and professional liability insurance policies that our wholly owned insurance subsidiaries have written for certain healtheare

operators to which we provide management or accounting services. "Other” revenues include nuscellancous health care related earnings (in thousands).

Year Ended Decenber 31,

2025 2024 2023
Rental income $ 24066 $ 24042 § 23,926
Management and accounting service fees 18,183 17,237 18,544
Insurance services 3,405 3344 3,857
Other 1,594 1,555 1,373
Gain on sale of property and equipment - 5 6,230
Total other revenues S 48,150 S 46,178 § 53,930

Rental [ncome

The Conpany leases real estate assets consisting of skilled nursing facilities and assisted living facilities to third party operators. Additionally, we sublease four Florida
skilled nursing facilities inchuided m our lease from National Health Investors ("NHI") as noted n Note 6 — Long Term Leases. NHI is a publicly-traded real estate investment trust.
Mr. Robert (i Adams, non-executive Chairman of the NHC Board, also serves on the Board of Directors of NHL Rental income reflected m the consolidated statements of
operations consisted of the following (in thousands):

Year Ended Decenber 31,

2025 2024 2023
Operating lease payments $ 2929 § 2294 § 22,928
Variable lease payments 2,037 1.048 998
Total rental income 3 24966 $ 24042 § 23,926




Variable lease payments are based on revenue increascs 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 December 31, 2025 (in thousands):

2026 5 23429
2027 3,095
2028 3,028
2029 3,022
2030 3,022
Thereafter =
Total future mininmm lease payments $ 35,596

Management Fees fraom National
We have managed skilled nursing facilities for National since 1988, and we currently manage five facilities. See 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 management fees from
National Unrecognized and unpaid management fees and interest on nanagement 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
satis fied, will be recognized as revenues only in the period in which the amounts are received. Under the temis of our management agreement with National, the payment of these
fees 1o us may be subordinated to other expenditures of the five skilled nursing facilities. We continue to manage these factlities so that we may be able to collect our fees m the
future and because the incremental savings from discontinuing services to a facility may be small 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 arc sufficient to
pay the fees. There can be no assurance that such future improved cash flows will oceur.

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 vears ended December 31, 2025, 2024 and 2023, we recognized management fees and financial and accounting fees of $12,386,000, 511,594,000, and 513,344,000 from
these centers, IE'SPEC[[VC])-’.

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, 52,186,000, and $2.611,000, res pectivelv. Associated losses and expenses are reflected m 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 $1,158,000, $1,158.000, and $1.246.000, respectively. Associated losses and expenses including those for self-insurance are included in the consolidated statements of
operations as "Other operating costs and expenses”.

Gain on Sale of Property and Equipment

In December 2023, we contributed land to a newly-formed limmted liability company resulting in an equity nterest m the new joint 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 gan of $6,230.000.

Note 4 — Non—Operating Income

Non—operating income includes equity in eamings ol unconsolidated investments. dividends and other realized gains and losses on marketable securities, and interest
ncome (in thousands).

Year Ended December 31,

2025 2024 2023
Interest income 3 0844 § 10,104 § 8,383
Dividends and net realized gains or losses on the sale of secunties 8,045 7973 6,262
Equity in earnings of unconsolidated investments 218 589 2,015
Gam on sale of unconsohdated company = 1,024 -
Total non-operating income $ 18,107 § 19,690 § 16,660

Gain on sale of unconsolidated company

In January 2024, the Company sold its 50% joint venture ownership mterest i a homecare agency located in Nashville, Tennessee. The total consideration paid to the
Company was $2,100,000, which resulted i 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 ndependent living
facilities, and behavioral health hospitals; and (2) homecare and hospice services. These reportable operating segments are consistent with mformation used by the Company’s
Chief Fxecutive Officer, as chief operating decision maker ("CODM?"), to assess performance and allocate resources. The Conpany also reports an "all other” category that
includes revenues fromrental income, management and accounting services fees, nsurance services. and costs of the corporate office.

The Company’s CODM evaluates performance including pretax camings 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 (in thousancds):

Year Fnded December 31, 2025

Inpatient Homecare
Services and Hospice All Other Total
Revenues:
Net patient revenues S 1315545 S 154080 § - 8 1,469,631
Other revenues 1,467 — 46,683 48,150
Net operating revenues 1,317,012 154,086 46,683 1,517.781
Costs and Expenses:
Salaries, wages and benefits T75477 93,535 52,068 921,080
Other operating 336,746 27.537 12.919 377,202
Facility rent 35,972 2373 7.882 46,227
Depreciation and amortization 41,066 581 3,273 44.920
Total costs and expenses 1,189,261 124,026 76,142 1,389,429
Incone (loss) fromoperations 127,751 30,060 (29,459) 128352
Non-operating incong: E= - 18,107 18,107
Interest expense (6,371) - — (6,371)
Unrealized gains on marketable equity securities - - 22344 22344
Income before income taxes S 121,380 § 30060 § 10,992 § 162,432
Year Fnded December 31, 2024
Inpatient Homecare
Services and Hospice All Other Total
Revenues:
Net patient revenues b LI11,300 8 140459 % - 8 1,251,759
Other revenues 1,315 - 44 863 46,178
Government stimulus income - - 9,445 0445
Net operating revenues and stimulus income 1,112,615 140,459 54,308 1,307,382
Costs and Expenses:
Salaries, wages and benelits 668,029 85,712 57,189 810,930
Other operating 280,867 25,927 14,596 321,390
Facility rent 33,787 2,295 7,100 43,182
Depreciation and amortization 37,988 737 3,260 41,985
Total costs and expenses 1,020,671 114,671 82,145 1,217,487
Income (loss) fromoperations 91,944 25,788 (27.837) 89,895
Non-operating income & = 19,690 19,690
Interest expense (4135 — (4,135)
Unrealized gains on marketable equity securities - - 30,958 30,958
Income before incone taxes 3 87809 § 25788 § 2811 § 136,408




Year Ended December 31, 2023

Inpatient Homecare
Services and Hospice All Other Total
Revenues:
Nel patient revenues b 956,077 § 131,537 S —. % 1LO87.614
Other revenues 1,141 - 52,789 53,930
Net operating revenucs 957,218 131,537 52,789 1.141.544
Costs and Expenses:
Salarics, wages and benefits 589,279 80,610 42455 712,344
Other operating 254,559 23,529 10,095 288,183
Facility rent 32,542 2172 6,811 41,525
Depreciation and amortization 38,172 786 3,076 42,034
Total costs and expenses 914,552 107.097 62,437 1,084,086
Income (loss) fromoperations 42,666 24440 (9,648) 57,458
Non-operating income - - 16,660 16,660
Interest expense (324) - - (324)
Unrealized gains on marketable equity securities - - 14,944 14,944
Income before mcome taxes 3 2342 3 2440 S 21956 § 88,738

Note 6 — Long—Term Leases
Operating Leases

At December 31, 2025, we lease from NHI the real property of 32 skilled nurs ing facilities and three independent living centers under one nuster lease agreement. As part
of'the lease agreement, we sublease four Florida skilled nursing facilities to a third-party operator. We have two remaming contractual options to renew the lease for S-vear periods
commencing January 1. 2027 and January 1. 2032, with a base rent for each renewal term equal to the fair rental value of the lease property as negotiated between the parties,
without including any value attributable to inprovements to the lease property voluntarily made by us at our expense. In Octaber 2025, we sent NHI a notice of our exercise of our
option to renew the Master Lease for ane 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
calculation of revenue increases and is payable on a quarterly basis. Percentage rent expense under the NHI lease agreements for 2025, 2024, and 2023 was S8, 171000, $6,289.000

and $5,549.000, respectively.

We have a right of first refusal with NHI 1o purchase any of the properties should NHI receive an offer from an unrelated party during the termof the lease or up to 180
days after termination of the related lease.
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Minimeim Lease Pavmenis

The following table summarizes the maturity of our operating lease liabilities as of December 31, 2025 (in thousands):

Operating
Leases
2026 $ 35,548
2027 2,781
2028 2,117
2029 1,769
2030 1,515
Thereafter 10,361
Total mininum lease payments § 54,091
Less: amounts representing interest (7.019)
Present value of future mininmm 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 years and 3.7 years, respectively. As of December 31, 2025 and 2024, the weighted
average discount rate used to determine lease habilities is 6.7% and 7.0%, respectively.

Lease Costs

Lease costs recorded in the consolidated statement of operations are as follows (in thousandsi:

December 31,
2025 2024 2023
Operating lease costs: $ $ $
Operating lease costs 36,850 35,669 34,953
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 $36.192.000 for the years ended December 31, 2025, 2024 and 2023,
respectively.




Note 7 — Earning Per Share

The following table summarizes the eamings and the weighted average number of common shares used in the calculation of basic and diluted eamings per share (in
thausands, except share and per share amounts).

Year Ended December 31,

2025 2024 2023
Basic:
Weighted average common shares outstanding 15,472,185 15,393,782 15,310,142
Net income attributable to common stockholders of National Healthcare Corporation 3 120,015 3§ 101,927 §$ 66,798
Eamings per common share, basic 5 776 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 13,598,32¢ 15,377,343
Net incon attributable to common stockholders of National Healthcare Corporation $ 120015 § 101,927 § 66,798
Famings per common share, diluted g 767 3§ 653 § 434

For the vears ended December 31, 2025, 2024 and 2023, there were no stock options excluded from the caleulation of diluted weighted average shares of common stock
outstanding.

Note 8 — 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 8 162972 8§ 30,176 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 secunties 5282 538 3,787 3,737
$ 167,290 303,462 $ 173,828 § 283,058

Included in the marketable equity securities available for sale are the following (in thousands, except share amounts):

December 31, 2025 December 31, 2024
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 amertized cost and estimated fair value of debt securities classified as available for sale, by contractual maturity, are as follows (in thousands):

December 31, 2023 Decenber 31, 2024
Fair Fair
Cost Value Cost Value
Maturities:

Within 1 year S 14309 S 14236 § 25707 S 25,317
1 to 5 years 69,316 68,390 66,117 63,3719
6o 10 years 40,385 40,667 32,648 30,606
Over 10 years = = 646 502
S 124010 S 123203 § 125,118 § 119,804

Gross 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 narketable equity securitics are $347.000 and $715.000 as of December 31, 2025 and 2024, respectively. For the years ended December 31, 2025, 2024, and 2023, the
Company recognized net unrealized gains of $22.344.000, $30,958,000, and $14.944.000 respectively. in the consolidated statements of operations.

Cross unrealized gains related to available for sale marketable debt securities are $1.464.000 and $135.000 as of December 31, 2025 and 2024, respectively. Gross unrealized
losses related to available for sale marketable debt securities are $2,181,000 and $5.449,000 as of December 31, 2025 and 2024, respectively.

The Conpany’s unrealized losses in our available for sale marketable debt securities were determined to be non-credit related. The Company has not recognized any credit
related impairments for the years ended December 31, 2025 and 2024,




Tor the marketable debt securities in gross unrealized loss positions, (a) it is more likely than not that the Company willnot be required to sell the investment securities
before recovery of the unrealized losses nor docs the Company wave the intent to sell before recovery of unrealized losses, and (b) the Company expects that the contractual
principal and interest will be teceived on the investment securities.

Proceeds from the sale of available for sale marketable securities during the years ended December 31, 2025, 2024, and 2023 were $72,893,000, $51,970,000, and 347,356,000,
respectively, Net invesimeni gains of $1,167,000 and $1,093,000 and net investment losses of $567,000 were realized on these sales during the years ended Decenber 31, 2025, 2024,
and 2023, respectively.

Nate 9 — Fair Value Measurements

The accounting standard for fair value measurements provides a framework for measuring fair value and requires expanded disclosures regarding fair value measureients.
Fair value is defined as the price that would be received for an asset or the exit price that would be paid to transfer a liability in the principal or most advantageous market in an
orderly transaction between watket participants on {he measurement date. This aceounting standard establishes a fair value hierarchy, which requires an entity to maximize the use
of observable inputs, where available, The fellowing summarizes the three levels of inputs that may be used to measure fair value:

Fevel 1—The valuation is based on quoted prices in active markets for identical instrurents.

Level 2 — The valuation is based on observable inputs such as quoted prices for similar mstruments in active markets, quoted prices for identical or similar mstruments in
rmatkets that are not active, and model-based valuation techniques for which all significant nssummptions are observable in the market.

Level 3 = The valuation i based or. unobservable inputs that are supported by minimal or no matket activity and that are significant to the [air value of the instrument.
Tevel 3 valuations are typically performed using pricing models, discounted cash flow methodologies, or similar techniques thal incorporate management’s own estimates
of assumptions that marlet participants would use in pricing the instrument, or valuations that require significant management judgiment or estimation.

A financial instrament’s level within the fair value hierarchy is based on the lowest level of input that is significant to the fair value measurement.

The Company's non-financial aggots, which includes goodwill, intangible assets, property and equipment and right-of-use assels, are not requited to be measured at fair
value on & recurring basis. However, an a petiodic basis, or whenever events or changes in circumstances indicate that their carrying value may not be recoverable, the Company
assesses its long-lived assets for impaitment. When impairment has occurred, such long-lived assets are written down to fair value,

Valuation of Marketable Securities

The Company determines fair value for marketable securities with Level 1 nputs through quoted market prices. The Company determines fajr value for marketable
sacuritios with Level 2 inpuis through broker or dealer quotations or alternative pricing sources with reasonable levels of price transparency. Our Level 2 marketable securities have
been initially valued at the transaction price and subsequently valued, at the end of each month, typically utflizing third party pricing services or ofher market observable data. The
pricing services utilize industry standard valuation models, including both income and market-based apptoaches and observable market inputs 1o determine value. These
observable market inputs include reportable trades, benchmark yields, credit spreads, broker/dealer quotes, bids, offers, and other industry and economic events.

We validated the prices provided by ocur broker by reviewing their pticing metheds, obtaining matket values fom other pricing sources, analyzing pricing data in certain
instances and confitming that the relevant markets are active. Afier completing out validation procedures, we did not adjust or override any fair value meagurements 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—ternnatre, At December 31, 2025 and 2024, there wore 1o material differences between the canying amounts and fair values of NHC’s financial insteuments.
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The following table summarizes fair value measurements by level at December 31, 2025 and December 21, 2024 for assets and liabilities measured at fair value on a recurmng
basis (in thousands):

Fair Value Measurements Using

Quoted

Prices in

Active Significant

Markets Other Significant

For Identical Observable Unobservable
Fair Assels Inputs Inputs
December 31, 2023 Value (Level 1) (Level 2) (Level 3)

Cash and cash equivalents $ 92829 § 92829 § - 3 -
Restricted cash and cash equivalents 19,358 19,358 - -
Marketable equity securities 180,169 180.169 - =
Corporate debt secunties 58.898 45948 12,950 -
Asset—backed securities 16.236 = 16,236 -
U.S. Treasury securities 42,836 42,836 - -
State and municipal securities 5323 877 4,446 —
Total financial assets $ 415649 § 382017 8 33,632 =

Fair Value Measurements Using

Quoted
Prices in
Active Significant
Markets Other Significant
For Identical Observable Unobservable
Fair Assels Inputs Inputs
December 31, 2024 Value (Level ) (Level 2) (Level 3)
Cash and cash equivalents b 76,121 % 76,121 § - 5 -
Restricted cash and cash equivalents 20,801 20,801 " =
Marketable equity securities 163,254 163.254 - -
Corporate debt securities 57471 3.656 13,815 =
Asset—backed securities 14410 - 14,410 -
U S. Treasury securities 44,186 44,186 - -
State and municipal securities 3,737 806 2,931 =
Total financial assets S 379980 S 343824 S 3156 8 —
Note 10 — Property and Equipment
Property and equipment, at cost. consists ofthe following (in thousands):
December 31,
2025 2024
Land $ 98389 § 99,815
Leaschold mprovements 138,640 133,049
Buildings and improvements 849,927 835,851
Fumiture 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: Accunulated depreciation (635,004) (597,447)
Nel property and equipment ] 673,797 § 684,289
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Note 11 — Goodwill and Other Intangible Assets

As of Decermber 31, 2025, we evaluated potential tnggenng events that might be indicators that our goodwill and indefinite lived intangibles were impaired. The Company
performs its goodwill impairment analysis for each reporting unit that constitutes a component for which (1) discrete financial information 15 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 goodwll or mtangible 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 vear ended December 31, 2025 (in thousancds):

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 5,924 164,554 - 170,478
Additions . = = -
December 31, 2025 5924 § 164,554  $ - 170,478
Indefinite-lived intangible assets consist of the following in thousands):
December 31, December 31,
2025 2024
Trade names ) 1589 § 15,896
Certificates of need 1.756 1,756
Licenses 2212 2212
Total g 19864 S 19,864
Note 12 — Income Taxes
Income before income taxes was as lollows (in thousands):
Year Ended December 31,
2025 2024 2023
United States b 162432 § 136,408 § 88,738
Income before income taxes S 162432 § 136408 3 88,738
The provision for meome taxes 1s conprsed of the following components (in thousands):
Year Ended December 31,
2025 2024 2023
Current tax provision
Federal S 25589 S 12900 S 14520
State 7,049 3490 3,137
Foreign - = -
Total current tax provision 32,638 16,390 17,657
Deferred tax provision
Federal 5,638 13,841 4,142
State 1,550 4,091 1,651
Foreign - - -
Total deferred taxprovision 7,188 17,932 5,793
Income tax provision $ 39.826  § 3432 § 23,450




The deferred taxassets and habilities, consisting of temporary differences tax effected at the respective income taxrates, are as follows (in thousands):

December 31,
2025 2024
Deferred tax assets:
Accrued nsk reserves 5 2361 S 2,012
Accrued expenses 9,547 7,695
Stock based compensation 1,350 1181
Deferred revenue 2,941 3,154
Operating lease habilities 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 3 29055 § 34,268
Deferred tax liabilities:
Unrealized gains on marketable securities $ (35415) § (28,581)
Deferred gain on sale of assets. net (2,048) (2,035)
Book basis in excess oftaxbasis of intangible assets (6.283) (5,655)
Book basis in excess oftaxbasis of securities (2,787) (4,042)
Book basis in excess of taxbasis of fixed assets (10,460) (6,579)
Long—lerm mvestments (2.605) (2,652)
Operating lease assets (12,144) (20,254)
Total deferred tax liabilities S (71,742)  § (69,818)
Net deferred tax lability 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 after the adoption of

ASU2023-09 s as (ollows (dollars in thousands):

Year Ended December 31,

2025
Taxprovision at federal statutory rate 5 4,111 21.0%
State and Local Income Taxes, net of federal benefit (1) 7,834 4.8
Changes in Valuation Allowances (305) (0.2)
Nontaxable and Nondeductible Itens (237) (0.2)
Changes in Unrecognized taxbenefits (389) (0.2)
Other Adjustments (1,188) (0.7)
Effective laxrate g 39,826 24.5%

(1) The states and local junisdictions that contribute to the majority (greater than 50%) of'the taxeftect in this category include Tennessee.

A reconciliation of meome tax expense and the amount computed by applving the statutory federal income tax rate to income before mcome taxes for vears prior to the
adoption of ASU 2023-09 is as follows (in thousanels):

Year Ended December 31,

2024 2023
Taxprovision at federal statutory rate $ 28646 S 18,635
Increase in income taxes resulting from:
State, net of federal benefit 6,349 4.600
Unrecognized tax benefits 690 1,227
Expiration of statute of limitations (932) (1,491)
Tax (expense) benefit of noncontrolling interest (34 317
Other, net (397) 162
Total increases 5,676 4815
Effective income taxexpense § M43 5 23450

Our deferred tax assets have been evaluated for realization based on historical taxable income, tax planning strategies, the expected timing of reversals of existing
temporary differences and [uture taxable income anticipated. Our deferred tax assets, with the exception of certam 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 taxlaw. As such, the only
valuation allowance relates to unrealized losses on marketable securities.

Uncertain tax positions may anse where tax laws may allow for altemative interpretations or where the timmng of recognition of meome is subject to judgment. Under ASC
Topic 740, tax positions arc evaluated for recognition using a more—likely—than—not threshold. and those tax positions requiring recognition are measured at the largest amount of
taxbenetit that is greater than 50 percent likely of being realized upon ultimate settlement with a taxing authority that has full knowledge of all relevant information.

In accordance with current guidance, the Company has established a hability for unrecognized tax benefits. which are differences between a tax position taken or expected
o be taken m a taxreturn and the benefit recognized and measured. Generally. a liability is created for an unrecognized tax benefit because it represents a conmpany’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 n conformity with ASC Topic 740 fncome Taxes. Our habilities for unrecognized tax benefits are presented in the consohdated balance sheets withn other noncurrent
liabilities .




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 Liabiliy
Assel Tax Benefits Penalties Total
Balance, January 1,2023 3 4754 % 8505 § 2678 § 11,183
Additions based on tax positions related to the current year 1.454 1.454 - 1454
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 year 833 835 835
Additions (reductions) for tax positions of prior years (1,380) (1,097) 859 (238)
Reductions forstatute of limitation expirations (232) (592) (572) (1,164)
Balance, December 31, 2024 4872 8,399 3,725 12,124
Additions based on tax positions related to the current year 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, December 31, 2025 b 4862 § 8142 § 2223 § 13,051

Unrecognized tax benefits of $4,040,000, net of federal benefit at December 31, 2025, attributable to permunent differences, would favorably impact our effective tax rate if

recognized. We do not expect significant increases or decreases in unrecognized tax benefits for the 2026 vear. except for the effect of decreases related to the lapse of statute of
limitations estmated at 964,000

Interest and penalties expense related to U.S. federal and state income tax retums are included within income tax expense. The Company is no longer subject to US.
federal and state examinations by tax authorities for years before 2022 (with few state exceptions).

The amount of cash income taxes paid by the Company were as follows (in thousands):

Year Ended December

31,
2025
Federal $ 20,688
State
Tennessee 1,785
Other states 2,246
Total income taxes paid, net $ 24,719

The amount of cash income taxes paid by the Company during the years ended December 31, 2024 and 2023 was 517,523,000 and 514,571,000, respectively.

Note 13 — Stock Repurchases

During 2025, the Conpany 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 SZ482,000. The shares were funded from
cash on hand and were cancelled and retumed to the status of authorized but unissued.

Naote 14 — Stock—Bas ed Compens ation

NHC recognizes stock—based compensation for all stock options and restricted stock granted aver the requisite service period using the fair value for these grants as
estimated at the date of grant cither using the Black-Scholes pricimg model for stock options or the quoted market price for restricted stock.

The Compensation Committee of the Board of Directors ("the Committec") has the authority 1o select the participants to be granted options: to designate whether the
option granted is an incentive stock option ("180O"), a non—qualified option, or a stock appreciation right; to establish the number of shares of common stock that may be ssued
upon exercise of the option; to establish the vestmg provision for any award: and to establish the termany award may be outstanding. The exercise price of any ISO’s granted will
not be less than 100% of the fair market value of the shares of common stock on the date granted and the termof an 1SO nuy not be any more than ten years. The exercise price of
any non—qualified options granted will not be less than 100% of the fair market value of the shares of common stock on the date granted unless so determined by the Commmttee.
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In May 2020, our stockholders approved the 2020 Onmnibus Equity Incentive Plan (the "2020 Equity Incentive Plan™) pursuant to which 2,500,000 shares of our common
stock were available to grant for restricted stock, stock appreciation rights, stock options, and an employee stock purchase plan. The employee stock purchase plan allows
employees 1o purchase our shares of stock through payroll deductions. At December 31, 2025, 1,272,632 shares were available (or future grants under the 2020 Equity Incentive
Plan.

Compensation expense 1s recognized only for the awards that ultimately vest. The Company accounts for forfeitures when they occur. Stock—based compensation totaled
54,399,000, 54,160,000, and $2,782.000, for the vears ended December 31, 2025, 2024, and 2023, respectively. Stock-based compensation is included in salanes, wages and benefits in
the consolidated statements of operations. The total intrinsic value of shares excrcised (and tax deductions taken) was $9.464.000, $9, 143,000, and 52.769.000 for the years ended
December 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 approxinate two-year period.

Stock Options

The Company is required to estimate the fair value of stock-based awards on the date of grant. The fair value of cach option award is estimated usmg the Black—Scholes
option valuation model with the weighted average assumptions indicated in the following table. Fach 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 compensation expense is recognized at least equal to the portion of the grant—date fair value that is vested at that date. The expected volatility
is derived using weekly historical data for periods immediately preceding the date of grant. The nsk—fiee interest rate is the approximate vield on the United States Treasury Strips
having a life equal to the expected option life 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 following
table summarizes the assumptions used to value the options granted in the periods shown.

Year Ended December 31,

2025 2024 2023
Risk—free interest rate 4.1% 44% 4.5%
Expected volatility 27.0% 24.1% 29.3%
Expected life, in years 29 29 29
Expected dividend yield 2.8% 2.6% 4.4%

The following table summarizes option activity:
Weighted Aggregate
Number of Average Intrinsic
Shares Exercise Price Value

Options outstanding at January 1, 2023 45144 § 66.62 =
Options granted 299.278 54.44 -
Options exercised (103,481) 64.72 &
Options cancelled (52,407) 60.58 =
Options outstanding at December 31, 2023 588,534 61.30 =
Options granted 297,783 94.42 o
Options exercised (219,973) 4.73 =
Options cancelled (35,102) 79.20 -
Options outstanding at December 31, 2024 631,242 74.73 =
Options granted 306,148 91.42 =
Options exercised (202,281) 70.17 =
Options cancelled (87.134) 85.94 -
Options outstanding at December 31, 2025 647975 8§ 8253 § 35,350,779
Options exercisable at Decerber 31, 2025 208964 8 7285 § 13424,673
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Weighted

Average
Options Weighted Remaming
Outstanding Average Contractual
December 31, [xercise Life in
2025 Ixercise Prices Price Years
199,607 §53.94 — §71.64 ) 59.88 1.8
448,368 $90.62 — 5106.48 92.62 38
647,975 $ 82.53 32
Note 15 — Long-Term Debht
Long—termdebt consists of the following (dollars in thousands):
Interest rate
at
December 31, December 31, December 31,
2025 Maturity 2025 2024
Credit facility, interest payable monthly Variable, 5.3% 2029 3 40,000 § 137,000
Less current portion (7,500) (7.500)
Long-termdebt, less current portion § 32500 3 129,500

On August 1, 2024, the Company entered into a $200,000,000 senior credit lacility with a five-year termconsisting of a $150,000,000 term facility and a $50,000,000 revolving
Ine of eredit (the "Credit Facility”). The Credn Facility 1s for general corporate purposes. including working capital and acquisitions. The loans bear interest at either (i) Term
Secured Overnight Financing Rate ("SOFR”) for interest periods of one, three or sixmonths, plus the applicable margin or, at NHC's option, (i) the Base Rate plus the applicable
margin. The applicable margin is an interest rate per annum between 1.30% and 1.65% for Term SOFR loans and between .30% and .65% for Base Rate loans, depending upon the
Company meeting certain conditions. The revolving line of credit contains a commitment fee equal to 0.25% of the unused borrowing capacity, There are no amounts outstanding

on the revolving line of credit at December 31, 2025

NHC’s obligations under the Credit Facility are unsecured. The Credit Facility contains custonary representations and warranties, financial covenants. and other
custonury affimative and negative covenants. The Credit Facility also contains customary events of default. As of December 31, 2025, the Company is compliant with all financial
covenants. Based on level 2 mputs, the carrying value of the Company's long-term debt is considered to approximate the fair value of such debt based upon the mterest rates that
the Company believes it can currently obtam for similar debt,

The aggregate maturities of long—termdebt for the five years subsequent to December 31, 2025 are as follows (in thousands):

2026

2027

2028

2029

2030
Total

Long—Term Debt

$ 7,500
7.500

7,500

17,500

s 40,000




Note 16 - Contingencies, Commitments and Other Matters
National Health Investors, Inc, Lease

As discussed in Note 6 - Long-Term Leases, our wholly-owned subsidiary, NHC/OP, LP. ("the tenant"), is the tenant under a Master Agreement to Lease with NEI dated
Octaber 17, 1991, as amended (the "Master Lease"), for 32 skilled nursing facilities and three independent living centers {collectively, the "Leased Property"). On July 29, 2025, the
Tenant received a letter fiom NHI notifying the Tenant of allegations it was not in compliance with four nen-monetary provisions of the Master Lease and requesting compliance
by August 29, 2025,

The Tenant's legal counsel sent NHI's legal counsel a Istter dated August 15, 2025 stating the Terant’s belief that the Tenant was in compliance with the Master Lease
and requesting clarifying information so that it could expeditiously and adequately address any alleged potential non-conypliance with the Master Lease.

NHI's counsel’s first substantive wesponse to the August 15, 2025 letter was a letter dated September 8, 2025 formally alleging the Tenant is in defanll under the Master
Tease 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 failure to cure the alleged defaults within thirty (30) days would result in an "Bvent of Default” under the Master Lease, entitling the
Landlord to pursue any and all remedies under the Master Tease, The September 8, 2025 letter also inclided limited clarification on the allegations made in the Tuly 29, 2025 letter.

Under the Master Lease, an "Event of Default™ occurs with respect to the areas of alleged non-monetary non-compliance, if such non-conpliance continues for a period
of thirty (30) days after written notice s given to the Tenant by NHI; or, ifby reason of the nature of such non-compliance, it cannot be remedied within thirty (30) days, the Tenant
fails to proceed with reasonable diligence (satis factory to NI after teceipt of the notice Lo cure the alleged non-compliance.

The Tenant continues to dispute that the alleged arees of non-monetary non-compliance represent a default under the Master Lease and believes that any areas that do
represent noh-compliance are subject only to the obligation to proceed with reasonable diligence to cure the alleged non-compliance, and that the Tenant has so proceeded. The
Tenant continues to review the allegations and has been and intends to continue to remain in communication with NHI and NHI's counsel concemning NHI's allegations.

Prior to the Tandlord’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-ronetary matters alleged in the Septenber 8, 2025 letter. Any termination of the Master Lease that deprives the Tenant of the benefit of the
continuing right to cecupy the Leased Property through the renewal temrs of the Master Iease could have a material adverse impact on our tesults of operations, cash flows and
financial position. Based on our present knowledge of the facts, we do not believe a material loss is probable.

Accrtied Risk Reserves

We are self-insured for risks related to workers’ compensation and general and professional liability insurance. We have two wholly—-owned limited purpose insurance
corpanies that insure risks related to workers’ compensation and general and professional liability msurance clains both for our owned and leased entities and certain of the
entities to which we provide management or accounting services. The liability we have recognized for reported claims and estimates for incurred but unreported claing totals
$121,595,000 and $103,616,000 at Decewber 31, 2025 and 2024, respectively. The liability is included in accrued risk reserves in the consolidated balance sheets and js subject to
adjustoent for actual clains incurred. Tt is possible that these claims plus unasserted claims could exceed our insurance coverages and our reserves, which could have a mterial
adverse effect on our consolidated financial position, results of operations and cash flows,

As a result of the tems of our insurance policies and our use of wholly owned limited puipose insurance compenies, we have retained significant insurance risk with
respect to workers” compensation and general and professional liability. We consider the professional services of independent actuaries to assist us in estimating our exposures
for chins obligations (for both asserted and unasserted claims) related to deductiblos and exposures in excess of coverage limits, and we nmintain reserves for these obligations.
Such estinates are based on many vavables including historical and statistical information and other factors.

Workers' Compensation

For workers’ compensation, we ulilize a wholly owned Tennessee domiciled property/casualty ingurance company to write coverage for NHC affiliates and for third—paity
customas, Policies are written for a duration of twelve months and cover only risks related to workers’ conmensation losses. All customers are companies which operate in the
long—term care industry. Business i written on a direct basis.

General and Professional Liability Insurance and Lawsuits

The senior care industry has experienced significant increases in both the number of personal injury/wrongful death clains and in the severily of awards based upon
alleged negligonce by skilled nursing facilities and their erployees in providing care to residents. The Company has been, and continues to be, subject to clains 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 resuli in significant legal costs,
regardless of the outcome, and can result in large settlement amounts or damage awards.

Insurance coverage for all years includes pritrary policies and excess policies. The primary coverage is in the amount of a per incident claimand a per location claim with
an annual primary policy aggregate limit that is adjusted on an annual basis. Additional insurance is purchased through third patty providers that serve to supplement the
coverage provided through our wholly owned caplive insurance company.

There is certain additional litigation incidental to our business, none of which, based upon inforation available to date, would be material to our financial position, results
of operations, ov cash fows. In addition, the long-term care industry is continuously subject to scrutiny by goverumental regulators, which could result in litigation or clains

related to regulatory compliznce natiors,
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Civil Investigative Demand / Qui Tam Complaint

On or about May 21, 2024, Caris Flealthcare, LP, {"Caris™) received a Civil Investigative Demand ("CID"} ftom the US. Attorney’s Office for the Eastem District of
Tennessee. The CID requested the production: of certain medical records for patients al Caris’ Nashville office and other documents relied 1o the billing, for hospice services for
the period of January 1, 2019, through the date ofthe CTD). The Company cooperated with respect to the requasts.

On June 23, 2025, a Notice of Election to Decline Intervention {the "Notice of Declination™) was filed by the United States of America, the State of Tennessee, the
Commenwealth of Virginia, and the Slate of Georgia, in a case styled ULS. ex rel. Marshall v. Caris HealthCare, LP, Case No. 3:23-CV-00330, in the U.S, District Court for the
Eastem District of Tennessee (the "Qui Tam Chse”). Subsequent to the Notice of Declination filing, an nndetlying ¢ui fam complaint, atignally filed on September 12, 2023, was
unsealed. Following the Notice of Declination, the relators filed a Notice of Voluntary Dismissal on September 25, 2025, which concluded the natter,

Indemnities

From time to time, the Company enters into certain types of contracts that contingently require it to indermify paities against third-party claims. These contracts primarily
include (i) certain real estate leases, under which the Company may be required to indenmify property owners or prior facility operators for post-transfer liabilities and other clains
arising from the Company’s use of the applicable premises, (ii) operations trans fer agreements, in which the Company agrees to indermify past operatovs of facilitics against certain
liabilities arising from the transfer of the operation and/or the operation thereof after the transfer to the Company or its subsidiary, (i) certain lending agreements, under which the
Company nay be required to indemnify the lender against various claims and liabilities, (iv} certain agreenents by and betwsen the Company and/or its subsidiaries or affiliates,
and (v) certain agreements with the Company officers, directors and others, under which the Company rmay be required to indermify such persons for lisbilities arising out of the
nature of their relationship te the Company and/or its subsidiaries and afifiztes. The ters of such obligations vary by contract and, in most instances, do not expressly state or
include a specific or maxinum dollar amount. Genenally, amounts under these contracis cannot be reasonably estimated until a specific clnim s asserted.

Governmental Regulations

Laws and regulations goveming the Medicare, Medicaid and other federal healthcare programs are complex and subject to interpretation. Managerment believes that il is
following all applicable laws and regulations in all material respects. However, compliance with such laws and regulations can be subject to future government review and
Interpretation as well as significant regulatory action including fines, penalties, and exclusions from the Medicare, Medicaid and other federal healtheare prograis.

Debi Guarantees

At Decenber 31, 2025, no agresment to guarantee the debt of other parties exists,

Nute 17 — Relations hip with National Health Corporation

National Health Corporation {"Naticnal™), which is wholly owned by the National Health Cotporation Leveraged Enployee Stock Ownership Plan ("ESOP"), was formed in
1986 and is our administrative services affiliate and contractor, As discussed below, all of the personnel conducting cur business, inchiding our executive management feam, are
employees of National and may have ownership interests in National only through their participation as employees in the ESQP.

Management Contracts

We currently manage five skilled nusing ficilities for National under a management contract. The management contract has been extended until January 1, 2028. See Note
3 for additional information regarding munagerent services foes recognized fiom National.

Financing Activities

In conjunction with our nmnagement coniract, we have entered into g line of eredit arangement whereby we may have amounts due from Netional from time to time, The
maxnum loan commitment under the line of credit is $2,000,000. At Decerber 31, 2025 and 2024, National did not have an outstanding balance on the line of credit.

The maximnm line of credit commitment amount of $2,000,000 is also the amount ofa deferred gain that lias becn outstanding since NFIC sold certain assets to National in
1988. The amount ofthe deferred gain is expected to remain deferred until the managerrent contract with National expires, cumently scheduled in January 2028, The deferred gain is
ncluded in deferred revenue in the consclidated balince sheets.

Payroll and Related Services

The personnel conducting our business, including onr executive management team, are enployees of National and way have ownership interests in National oly through
their participation in the ESOP. National provides payroll services to NHC, provides employee fiinge benefits, and maintains certain liability insurance, We pay to National all the
costs of persannel employed for our benefit, as weil as an administrative fee equal to 1% ol payroll costs. The administrative fee paid to National for the years ended December 31,
2025, 2024, and 2023 was $6,218,000, $5,878,000, and $5,431,000, respectively. At December 31, 2025 and 2024, the Conpany has recorded $911,000 and $2,933,000, respectively, in
accounts payabls in the consolidated balance sheets as a result of the tiniing differences between interim paywents for payroll and erployce benefits services costs.

National’s Ownership of Our Siock

At December 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 ihe total
outstanding shares of comnion stock.

77




Consolidation Considerations

Because of the contractual and management relationships between NEC and National as described in this note above, we have considered whether National should be
consolidated by NHC under the guidance provided in ASC Topic 810, Cansolidation. We do not conselidate National becanse (1) NFIC does not have any obligation or rights
(cutreni or future) to absorh losses or to receive benefits fromNational. The ESOP participants bear the curent and future financial gain orburden of National, (2) National’s equity
at risk is suMficient to finance its activities without past or fiture suberdinated support from NHC or other parties, and (3) the equity holders of National (that is collectively the
ESOP, its trustees, and the ESOP participants) possess the characteristics of a conirolling financial interest, including voting rights that are proportional to their economic interests.
Supporting the assertions above is the following: (1) substantive independent trustees are appeinted for the benefit of the ESOP participants when decisions must be made that
may create the appearance of a conflict of interest between NHC and the ESOP, and (2) Mational was designed, formed and is operaied for the purpose of creating variability and
passing that variability along to the ESOP participants—that is, 1o provide tetirement benefits and value 1o the employees of NFIC and NHC's affiliates, The contractual and
nenagement relationships between NEIC and National are with the sldlled nursing fcilities that are substantially less than 50% of the fair value of the totalassets of National. NHC
does not have a vaiable interest in National as a whole,

XXM 9, CHANGES IN AND DIS AGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM94. CONTROLS AND PROCEDURES

Limitations on Fffectiveness of Controls and Procedures

In designing and evaluating our disclosure controls and procedures, management recognizes that any controls and procedures, no nwiter how well designed and
operated, can provide enly reasonable assurance of achieving the desired control objectives. Tn 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 evaluating the benefits of possible conttols and procedures relative to their costs.

Tvaluation of Disclosure Controls and Procedures

Based on their evaluation as of Decersber 31, 2025, the Chief Frecutive Officer and Chief Financial Officer of the Company have concluded that the Cormpany’s disclosure
conteols and procedures (as defined in Rules [3a-15(e) and 15d-15(e) under the Securities Exchange Act of 1524, as amended) were effective to ensure that the information
required o be disclosed by us in this Annuzl Report on Form 10-K was recorded, processed, summarized 2nd reported within the time periods specified in the SECs rules and
mstructions for Form 10-K.

MANAGEMENT'S REPORT ON INFERNAL CONTROL OYER FINANCIAL REPORTING

We ate responsible for establishing and maintaining adequate ntemal centrol over financial repotting (a5 defined in Rule 13a-15(f) under the Securities Exchange Act of
1934, 2s amended). We assessed the effectiveness of our internal control ever financial reporting as of December 31, 2025. In making this assessment, our management used the
criteria set forth by the Commiltes of Sponsoring Organizations of the Treadway Cormmigsion ("COS0") in Internal Control-Integrated Framework (2013 Framework). We have
concluded that, as of December 31, 2025, our intemal control over financial reporting is effective based on these criteria, Qur independent registered public accounting firm,
Deloitie and Touche LLP, has issued an attestation report on the effectiveness of the Company’s internal control over fnancial reperting included herein.
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REFORT OF INDEPENDIENT REGISTERED PUBLIC ACCOUNTING FIRM
To the stockholders and the Board of Directors of National HealthCate Corporation
Opinion on Internal Control over Financial Reporting

We have audited the internal control over financial reporting of National HealthCare Corporation (the "Company”as of Decetrber 31, 2025, based on criteria established in
Internal Cantrol — Integrated Framework (2013] issued by the Committee of Sponseting Organizations of the Treadway Commission (COS0). In our opinien, the Company
maintained, in ail material respects, effective internal control over financial reporting as of Decetmber 31, 2025, based on criteria established in futernal Control — Integrated
Fromework (2013) issued by COSO.

We have also andited, in accordance with the standards of the Public Conpany Accounting Oversight Board (United States) (PCAOB), the congolidated financial statements as of
and for the year ended December 31, 2025 of the Conpany and our report dated February 26, 2026, expressed an unqualified opinion on those financial statements.

Basis for Opinion

The Company's management is responsible for maintaining effective intemal control over Bnancial reporting and for its assessment of the effectiveness ofinternat confrol over
financial reparting, included in the accompanying Management's report on Internal Contro! over Financial Reporting. Qut tespons bility is to express an opinion on the
Company's intemal control over financial reporting based on our audit. We are a public accounting Grmregistered with the PCAOB and are required to be independent with respect
to the Company in accordance with the U.S. federal securities laws and the applicable mles and regulations of the Securities and Bxchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective inteinal contiol over financial reperting was maintained in all material respects. Cur audit included obtaining an understanding of internal control over financial
repoiting, assessing the risk that a material weakness 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 circurmstances, We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A conpany's intemal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financin] statements for external purposes i accordance with generally accepted accounting principles. A company’s intemal control over financial reporting includes those
policies 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 oFthe
conpany; (2) provide reasonable assurance that transactions are recorded as necessary to peumit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being mede only in aceordance with authorizations of management and directors of the company; and
{3} provide reasenable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect
on the financial statements.

Because of its inherent limitations, internal control over fmancial reporting nay not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future
periods 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
detetiorate,

fs/ Deloitte & Touche LIP

MNashville, Tennessee
Tebruary 26, 2026
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Changes in Internal Control

There were no changes in our internal contiol over financial reporting that occurred during the quarter ended December 31, 2025 that have materially affecied, or are
reagonably liely to materially affect, our intemal control over Fnancial veporting.

ITEVI9B.  OTHER INFORMATION

None.

ITEMSC. DISCLOSURE REGARDING FORIIGN JURIS DICTIONS THAT PREVENT INSPECTIONS

Not Applicable.

PART I

ITEM 14,  DIRECTORS, EXBCUITVE OFFICFRS AND CORPORATE GOVERNANCE

The information in our definitive 2026 proxy statement set forth under the captions Directors of the Company and Executive Qfficers of the Companyis hereby
incorporated by reference.

IMEM11.  FXECUTIVE COMPENS ATION

The infoumation in our definitive 2026 proxy statement set forth under the caption Compensation Discussion & Analysis is hereby incoporated by reference.

ITEM12.  SECURITY OWNERSHIP OF CERTAIN BENEFICTAL OWINERS AND MANAGEMENT AND RELATED § TOCKHOLDER MATTERS

This information is incarporated by reference fom our definitive 2026 proxy statement.

IEM13.  CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPINDINCE

The infonmation in our definitive 2026 poxy statement set forth under the caption Certain Relationships and Reloted Transactions is hereby incorporated by reference.

ITEM14.  PRINCH’AL ACCOUNTING FEES AND SFRVICES

The information in our definitive 2026 proxy statement set forth under the eaption Report of the dudit Committee is hereby incorporated by reference {which will be filed
within 120 days of'the end of the fiscal year to which this tepoit relates).
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ITEM15.  EXHIBITS AND FINANCIAL STATEMENT S CHFDULE

The following documents are filad as & part of this report:

(a) {1} Financial Statements:

PARTIY

The following financial statements are mcluded in Item & pfthis Annual Report on Form 10-K and are filed as part of this wepeit:

Repott of Independent Registered Public Accounting Fim: (PCAOB 17%:42)
Consolidated Statements of Opevations ~ Years ended December 31, 2025, 2024, and 2023

Cansolidated Statements of Comprehensive Income — Years ended December 31, 2025, 2004, and 2023

Consclidated Balance Sheets — At December 31, 2025 and 2024
Consolidated Siatements of Cash Flows — Years ended December 31, 2025, 2024, and 2023

Consolidated Statements of Bquity — Years ended Decentber 31, 2025, 2024, end 2023

Notes to Consolidated Financial Statements

{2 Financial Statement Schedule:

NATIONAL HEALTHCARE CORPORA TION

SCHEDULE [T - VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 2025, 2024, AND 2023

{in thousands)

Column A Celunm B Column C Column D Column E
Additions
Balance— Charged to Charged Balance—
Beginning Costs and to other End of
Description of Period Expenses Accounts Deductions Period
For the year ended December 31, 2023
Allowance for doubtfi:] accounts 3 6246 % [N 5 3616 § 8,054
Acerued risk reserves $ 102469 § 81,364 § 3 80,574 3 103,259
For the year ended December 31, 2024
Allowance for doubtful accounts $ £054  § 8831 § 3 71831y 3 9,702
Averyed risk reserves ¥ 103,259 § 91,921 § § 91,564 3 103,616
For the year ended December 31, 2025
Allowance for doubtful accounts b 972 % 13,354 % $ 81281} § 14,528
Accrued 1isk reserves 3 103616 3 30,67 $ 3 1268 § 121,395

(1) Amounts written off, net ofrecoveries

Allother financial staterent schedules are not required under the related instructions or are inapplicable and therefore have been omitted.
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3) Exhibits:
EXHIBIT INDEX
Lahibit No. Description Page No. or Location
3.1 Certificate of Incorporation of National HealthCare Corporation [ncorporated by reference to Exhibit 3.1 to the Registrant’s
registration statement on Form S—4 (File No. 333-37185) dated
October 3. 1997)
3.2 Certificate of Amendment to the Certificate of Incorporation of National HealthCare Incorporated by reference to Exhibit 3.5 attached to Form 10-Q
Corporation filed on August 3, 2017
33 Certificate of Designations of Series A Convertible Preferred Stock of National Incorporated by reference to Exhibit 2.1 to the current report on
HealthCare Corporation Form 8K filed on December 20, 2006
34 Certificate of Desienation 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
335 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 8, 2013,
4.1 Form of Common Stock Incorporated by reference to Exhibit 4.1 attached to Form 10-0)
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 among National Health  Incorporated by reference to Exhibit 10.1 to the Registrant's
Investors, Inc. and National HealthCorp, L.P. registration statement on Form S—4 filed October 3, 1997
10.2 Form of 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 5—4 filed October 3, 1997
10.3 Anmendment No. 1 to Master Agreement to Lease between National Health Investors. Incorporated by reference to Exhibit 10.19 from 2005 Form 10-K
Inc. and National HealthCorp L.P. filed March 16, 2006
10.4 Anendment No. 2 to Master Agreement to [ease between National Health Investors Incorporated by reference to Exhibit 10.20 from 2003 Form 10-K
Inc. and National HealthCare LP. filed March 16, 2006
10.5 Amendment No. 3 to Master Agreement to Lease between National Health Investors. Incorporated by reference to Exhibit 10.21 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 from 2005 Form 10-K
Inc. and National HealthCare L.P. filed March 16, 2006
10.7 Anendment No. 5 to Master Agreement to Lease between National Health Investors. Incorporated by reference to Exhibit 10.23 from 2005 Form 10-K
Inc. and National HealthCare Corporation filed March 16, 2006
*108 National HealthCare Corporation's 2010 Onmibus Equity Incentive Plan Incorporated by reference to Exhibit A to 2010 Proxy Statement
filed April 1, 2010
*109 First Amendment dated February 14, 2011 to the National HealthCare Corporation 2010 Incorporated by reference to Exhibit 1016 from 2015 Form 10-K

Omnibus Equity Incentive Plan

filed February 19, 2016.




*10.10

*10.11

*10.12

10.13

10.14

10.15

1016

10.17

10,18

10.19

10.20

10.21

16.22

10.23

Amendment dated March 10. 2015 to National HealthCare Corporation's 2010 Omnmibus
Equity Incentive Plan

2017 NHC Executive Officer Performance Based Conpensation Plan

National HealthCare Corporation’s 2020 Ommnibus Equity Incentive Plan

Amendment to Purchase and Sale Agreement with Modifications to Master A greement
to Lease between National Health Investors, Inc. and National HealthCare Corporation

Agreement to Lease between NHI-REIT of Northeast, LLC. Landlord and NHC/OP. L.P.
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
Corporation and Caris HealthCare, L.P. pursuant to which NHC acquired a 7.5% interest

in Caris from MecRae in exchange for $7.500,000

Assignment of membership interest in Solaris Hospice, LLC dated December 29. 2011
and effective on January 1. 2012, whereby NHC assigned its menbership interest to
Caris in exchange for an additional 2.7% limited 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, L.P.. a wholly
owned subsidiary of NHC, and Norman C. McRae and McRae Investment Conpany.
LLE

Amendment No. 9 to Master Agreement to [ease between National Health Investors.
Inc. and National HealthCare Corporation

Amendment No. 10 to Master Agreement to Lease between National Health Investors
Inc. and National HealthCare Corporation

83

Incorporated by reference to Appendix A to 2015 Proxy
Statenent 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

Incorporated by reference to Exhibit 10.1 of National HealthCare
Corporation's Form 10-Q) filed on November 5, 2013

Incorporated by reference to Exhibit 10.4 of National HealthCare
Corporation's Form 10-(Q) filed on November 5, 2013

Incorporated by reference to Eshibit 10.2 of National HealthCare
Corporation's Form 10-0Q filed on November 5, 2013

Incorporated by reference to Exhibit 10.3 of National HealthCare
Corporation's Form 10-() 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

Incorporated by reference to Exdubit 10.20 to National
HealthCare Corporations annual report on Form 10-K Filed on
February 19, 2021

[ncorporated by reference to Exhibit 10.21 to National
HealthCare Corporation annual report on Form 10-K Filed on
February 18, 2022

[ncorporated by reference to Exhibit 10.1 of National HealthCare
Corporation’s Form 10-Q) filed on November 3, 2022

Incorporated by reference to Exhibit 10.2 of National HealthCare
Corporation's Form 10-) filed on November 3, 2022




10.24

1025

19.1

National HealthCare Corporation Compensation Recoupnent Policy

Purchase and Sale Agreement dated May 31, 2024 between NHC/OP, LP.. a wholly

owned subsidiary of NHC, and Douglas M. Cecil. Oliver K. Cecil, Jr. Dorothy Dean

Cecil. Jeni Cecil Feeser, Beth Creech Cecil. John Barber And Teresa J. Cecil, As Trustee
Of The Teresa J. Cecil Revocable Trust U/A Dated July 20, 2006, As Amended And

Restated On February 15, 2023

Code of Ethies of National HealthCare Corporation

Letter from Emst & Youne LLP to the Securities and Exchange Commission

National HealthCare Carporation General Policy on Insider Trading

Amended and restated National HealthCare Corporation General Policv on Insider

Trading

Subsidiaries of Registrant

Consent of Independent Registered Public Accounting Firm-Deloitte and Touche LLP

Consent of Independent Registered Public Accounting Firm- Emst & Young LIP

34

Incorporated by reference to Exhibit 10.25 of National HealthCare
Corporation’s Form 10-K filed February 16, 2024

Incorporated by reference to Exhibit 10,1 to the quarterly report on
Form 10-Q filed on August 8, 2024

Available at NIHC’s website www.nhccare.comor in print upon
request to:

National HealthCare Corp.

Atin: Investor Relations

P. 0. Box 1398

Murfreesboro, TN 37133—1398

Telephone (615) 890-2020

Incorporated by reference to Exhibit 16.1 to the current report on
Form 8K filed on April 8, 2025

Incorporated by reference to Exhibit 10.24 of National HealthCare
Corporation’s Form 10-K filed February 16, 2024

Incorporated by reference to Exhibit 10.27 of the National

HealthCare Corporation’s Form 10-K filed February 28, 2025
Filed Herewith
Filed Herewith

Filed Herewith




312

%}
[}

101INS

101.SCH

101.CAL

101.DEF

101.LAB

101.PRE

104

Rule 13a—14{a)/15d—14(a) Certification of Chief Executive Officer Filed Herewith
Rule 13a—14(a)/15d—14(a) Certification of Chief Financial Officer Filed Herewith
Certification pursuant to 18 U.S.C. Section 1350 by Chief Executive Officer and Chief Filed Herewith

Financial Officer

Inline XBRL Instance Document (the mstance document does not appear in the Interactive Data File because its XBRL tags are embedded wathm the
Inline XBRL document)

Inline XBRL Taxonomy Extension Schema Document

Inline XBRL Taxonomy Extension Calculation Linkbase Document
Inline XBRL Taxonomy Extension Definition Linkbase Document
Inline XBRL Taxonomy Extension Label Linkbase Document

Inline XBRL Taxonomy Extension Presentation Linkbase Document

Cover Page Interactive File (embedded within the Inline XBRL document and mcluded n Exhibit 101)

*Indicates management contract or compensatory plan or arrangement.

ITEM 16, FORM10-K SUVMMARY

Not applicable.
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SIGNATURES

Pursvant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly mthorized.

NATIONAL HEA LTHCARE CORPORATION

Date: Febmuary 26, 2026 BY: /s/ Stephen F, Flait
Stephen F. Flatt
Chiel Executive Officer and Director

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report 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 /s/ Stephen F. Flatt
Stephen F. Flait
Chief Executive Officer and Director
(Principal Executive Qfficer}

Date: February 26, 2026 /s/ Brian F. Kidd
Brian F. Kidd
Senior Vice President and Chief Financial Officer
(Principal Financial Qfficer)

Date: February 26, 2026 /s/ Robert G, Adans
Robert G. Adams
Chainnan of the Board

Date: February 26, 2026 /s/]. Paul Abernathy
I. Paul Abernathy
Director

Date: February 26, 2026 /s/ Bl E. Hagsan
Emil E, Hassan
Director

Date: February 26, 2026 s/ Sandra Y. Trail
Sandra Y. Trail
Directer

Date: February 26, 2026 /s/ Richard . LaRoche, Jr,
Richard F. LaRoche, Jr.
Director

Date: February 26, 2026 /s/ Lisa Piercey
Lisa Piercey
Director
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EXHIBIT 21
Subsidiaries of the Registrant

Nunie % Owned State of Organization
INHC/Delaware, Inc. 100% Delaware
INFICYOP, LP, 100% Delaware
National Health Realty, LLC 100% Delaware
remier Group Ins. Co. 100% Tennessee
National Healthcare Center of Fort Oglethorpe, L.P. 100% [Tennessee
Nutritional Support Services 100% [Tennessee
NHC HealthCare/Anniston, LLC 100% Alabama
INHIC Place/Anniston, LLC 1{0% A labama
INFIC HealthCare/Moulton, LLC 100% Alabama
Pramier Plus Insurance Co. 100% Cayman Islands
Knoxville Center for Behavioral Medicine, LLC 65% Delaware
Maryland Heights Properties, LLC 100% Delaware
Middlebrook Property Partners, LLC 38.98% [Delaware
NHC Delaware Investiments Inc. 100% Delaware
INHC-Maury Regional Transitional Care Center, LLC 3000 Delaware
Osage Beach Center for Behavioral Health, LLC 100% Delaware
Post Acute Service Solutions, LI 100% Delaware
5t. Peters I Holdings, LLC 100% [Delaware
[The Health Center of Hermitage, LLC 100% [Delaware
INFIC FlealthCare/Lake City, Inc. 100% Florida
[NEIC HealthCave/Pensacola, Inc. 100% Florida
INHC Place Meritt Island, LLC 100% Florida
NHC Place Stoart, LLC 100% Florida
NLIC Place Vero Beach, LLC 100% [Florida
Hudson HealthCare Advisors, ILC 100% Flovida
Geo1gia HealthCare Advisors, LLC 100% (GeorEia
INHC HealthCare/Rosaville, LLC 100% (Georgia
INHC HealthCare/Glas gow, LLC 100% Kentucky
Buckley HealthCare Center, LLC 100% Massachusetis
Holyoke HealthCare Center, LLC 100% Passachuseits
John Adans HealthCare Center, LLC 100% Massachuselts
[Taunton HealthCare Center, LLC 100% Massachusetls
Maryland Heights Center for Behavioral Health, LIC L00% pissourl
Miss owri HealthCare Advisors, LLC 100% Missouri
INHIC Advantage, LLC [75.56% Missouri
INHC HealthCare/Desloge, LLC 100% PMissouri
INHIC HealthCare/Joplin, LLC 100% Iviissourl
INHIC HoalthCare/Kennett, LLC 100% Misscurl
INHIC Place/Lake St. Charles, LLC 100% Missour
INHIC HealthCare-Macon, LLC L00% hMissouri
INHC HealthCare/Maryland Heights, LLC 100% Missourl
INHIC HealthCare-Osage Boach, TLC L00% Migsouri
INLIC HealthCare-Springfield Missoui, E1.C 100% Misgouri
INEIC HealthCare/St. Charles, LLC 100% Missourt
INHC HealthCare/West Plains, LLC L00% Missourt
INEIC Homecare Missouri, LLC L00% Missou
St. Peters Memory Care Operations, LLC L00% Missourt
St. Peters Memory Care Realty, LLC L00% Missourl




Villages of St. Peters, I1.C

100% Missouri

Villages of Jackson Creek, LLC 100% Missouri
Villages of Jackson Creek Merory Cats, LIC 100% Missouri
Heartland HealthCare Center, LLC 100% New Hampshire
Poarl Street HealthCare Center, LLC 100% New Hampshire
Villa Cres( HealthCare Center, LLC 100% New Hampshire
INFIC HealthCare/Buelington, LLC 100% North Carolina
INHC HealthCare/Charlotte, LLC 100%% North Carolina
NHC Healthcare/Kings Mouatain, LLC 100% North Carolina
INHC Healthcare/Shelby, LLC 100% North Canolina
INHC Healtheare/ Tryon, LLC 100% North Carolina
NHC HealthCare/Waxhaw, [1C 100% Nerih Caroling
INEIC North Carolina Properties, LLC 100% MNorth Caroling
NHC HealthCare/Alken, LIC 100% South Carolina
NHC HealthCare/ Anderson, LLC 10004 South Carolina
INEIC HealthCare/Binffton, LLC 100% South Carolina
INHC BealthCare-Charleston, LLC 100% South Carolina
[NHC HealthCare/Clinton, LLC 100% South Carcling
MIHC HealthCare/Garden City, LLC 100% South Carolina
INFIC HealthCare/ Greenville, LLC 100% South Carolina
INIIC HealthCare/Greenwood, LLC 100% South Carolina
INHC HealthCare/Lawens, LLC 100% Seuth Carclina
[WHC HealthCare/Laxington, LLC 100% South Carclina
INHC HealthCare/Mauldin, LLC 100% South Carolina
NIFC HealthCare/North Augusta, 1IC 100% South Carolina
INTIC HealthCate/Parklane, LLC 100% South Carolina
INFIC Homecare — South Caroling, LLC 100% South Carolina
INHIC Place-Charleston, LLC 100% South Carolina
The Palmettos of Bluffton, LLC 100% South Carolina
[The Palzettos of Garden City, LLC 100% ISouth Carolina
The Palmetios of Parklane, LLC 100% South Carelina
South Caroling HealthCare Advisors, LLC 1G0%% South Carolina
[Network Pharmacy WO, LLC 100% South Carolina
INHC Estates, LLC 100% South Carolina
NBC HealthCare/Charleston WO, LEC 100% South Carolina
INHC HealthCare/Columbia WO, LLC 100% South Carolina
INHC HealthCare/Lancaster, ILC 100%% South Carolina
INHC HealthCare/Newberny, LLC 100% Scuth Carolina
NHC HealthCare/North Grove, LLC 100% South Carclina
INEIC HealthCare/Rock Hill, TLC 100%% South Carolina
NHC HealthCare/Spartanburg 100% South Carolina
NHC HealthCare/ Youk 100% South Carolina
INHC South Carolina Properties, LLC 100% South Carolina
AdamsPlace, LLC 100% [Tennesses
Caris HealthCare, LP, 100% [Tennessce
HealthCare Transition Center, LLC 100% Tennessee
Knoxville Health Care Center, LP. 100% Tennessee
INHC Farragut Memory Care, [1C 100% [Tennessee
INHC HezlthCare/ Athens, LLC 100% [Tennessce
INHC HealthCare/Chattanooga, [I1L.C 100% [Tennessee
INHC HealthCare/Columbia, LLC 100% Tennessec

HIC HealthCare/Coal Springs, 1IC 100% ‘cnnessee




INHIC HealthCare/Dickson, LLC 100% [Tennessee
INHIC HealthCare/Faragut, LLC 160% [Tennessee
INHC HealthCare/EFranklin, LLC 100% [Tennessee
INHC HealthCare/Hendersonvyille, LLC 100% Tennessee
INHC HealthCare/Heartland, LLC 100% [Tennessee
INEIC HealthCare/Hillview, LLC 100% [Tennessee
INHC HealthCare/Holston Hills, LLC 100% [Tennessee
INHIC HealthCare/Johnson City, LLC 100% [Tennessee
NHC HealthCare/Kingsport, LiC 100% [Tennessee
INHC FleakhCave/Knoxville, LLC 100% [Tennessee
INHIC HgalthCarve/Lewisburg, LLC L00% [Tennessee
INHC FealthCare/McMinnville, LEC 100%% [Tennesses
INHC HealthCare/Milan, TLC 100%% [Tennesses
INHC HealihCare/Oakwood, LLC LO0% Tennessee
INHC HealthCare/Pulaski, I1.C 100% iTennessee
INFIC HealthCare/Scott, LIC 100% [Tennessee
INHC HealihCare/Sequatchie, LLC 100% [Tennessee
INIIC HeakhCare/ Smithville, LLC 100% [Tennessee
INHIC HealthCare/Somerville, LLC 100% [Tennessee
INFIC HealthCave/Sparta, LLC 100% [Tennessee
INFIC HealthCare/Springfield, LLC 0% [Tennessee
INHC HeakhCare-Surmer, LLC 100% [Tennessee
INHC HealthCare/Tullahoma, LLC 100% [Tennessce
INHC-Maury Regional HealthCare, LLC 100% [Tennessee
INHC Middiebrock Bshavioral Services, LLC 100% [Tennessee
INHC Middlebrock Properties, LLC 100% [Tennessee
INHC Place at the Trace, LLC 100% Termessee
[National Hospice, Inc. 100% [Tennessee
[Renal Health Services, LLC 100% [Tennessee
Standifer Place Properties, LLC 100% [Tennessee
[Tennesses HealthCare Advisors, LLC 100% [Tennessee
[Tennessee Home Care Holdings, LLC 50% [Tennessee
City Corporation 100% [Tennessec
City Center, 1P, 9% [Cennessee
vedical Personnel Services, LLC 100%% [Tennessee
Tranzion, L1L.C 100% [Tennessee
INFIC Coel Springs Properties, LLC 100% [Tennessee
[Tennessee Care Coordination Services, LLC [75% [Tennessee
INHC HlealthCare/Bristo), LLL 100% Virginia




EXHIBIT 23.1

CONSENT OF INDEPENDENT REGIS TERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement Nos. 333-129462, 333-167685, 333-216085, 333-238500 on Form §-8 of our reports dated Febrary 26, 2026,
relating to the consolidated financial statements of National HealthCare Cotporation and the effectiveness of National HealthCare Corporation's internal control over financial
reporting appearing in this Annual Report on Form 10-K ef the Company for the year ended December 31, 2025

/3/ Deloitte & Touche LLP

Nashville, Tennessee

February 26, 2026




EXHIBIT 23.2

Consent of Independent Regis tered Public Accounting Firm

We consent to the incorporation by referenve in the foilowing Registration Staterents:

(I} Registration Statement {Form -8 Ne. 333-129462) pertaining to Nationa! HealthCare Corporation’s 2005 Stock Optien, Employee Stock Purchase, Physician Stock
Purchase & Stock Appreciation Rights Plan and 2004 Non-Qualified Stock Opticn Plan

(2) Registration Statements (Forms $-8 No., 333-167685 and No. 333-216085) pertaining to National HealthCare Corporation’s 2010 Ommibus Equity Incentive Plan

(3} Registration Statement (FormS-8 No, 333-238900) pertaining to National HealthCare Corporation’s 2020 Ormibus Equity Incentive Plan

ofour report dated Februaty 28, 2025, with respect to the consolidated fnancial statements of National HealthCare Corporation incleded in this Annual Report (Form 10-K) of
National HealthCare Corporation for the year ended Decermber 31, 2025.
s/ Emst & Young L1P

Nashville, Tennessee
February 26, 2026



EXHIBIT 31.1

CERTIFICATION

L, Stephen F. Flatt, certify that:

L

2.

Ihave reviewed this annual report on Form 10-K of National HealthCare Corporation;

Based on my knowledge, this annual repert daes not contain any untiue statement of a waterial fact or ot to state a material Fet necessary to make the statements made,
in light of the cirezmstances under which such statements were made, not miskading with respect to the period covered by this annval report;

Based on my knowledge, the financial statements, and other financial information included in this teport, fairly present in all material respects the financial condition,
results of apsrations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant's other cextifying efficer and [ are responsible for establishing and nmintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(s)) and internal conirol over financial reporting (as defined i Fxchange Act Rules 13a-15(f) and 15d-15{D)) for the registrant and have:

a.

Designed such disclosure controls and procedines, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particulatly during the
period in which this report is being prepared;

Designed sueh intemal conirol aver financial reperting, er caused such intemal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements 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 report our conclusions about the effectiveness of the
disciosure eontrels 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 intemal control over financial reporting that occurred during the registrant's most recent fiscal quarter {the
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to matetially affect, the registrant's internal
control over financial reporting; and

The registrant’s other certifying oflicer and 1 have disclosed, based on our most recent evaluation of internal control over financial reporting, te the registrant's auditors
and the audit committee of the registrant's board of directors (or persons performing the equivalent Fnction);

a

All sigmificant deficiencies and material weaknesses in the design or operation of intemal control ever financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, sunmarize and report financial infornation; and

Any fraud, whether or not material, that involves management or other enyployees who have a significant role in the registrant's internal control over financial
reporting.

Date: Febimary 26, 2026

/s/ Stephen F. Flatt
Stephen F. Flatt
Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION

i, Brian F. Kidd, certify that:

1

2

5

Thave reviewed this annual report on Form 10-K of National Health Care Corporation;

Based on my knowledge, this anmmal report does not contain any untrue statement ofa material fact or omit to state a material fact necess ary to wale the statements made,
in light of the circumstances under which such statements wete made, not misleading with respect to the period covered by this annal report;

Based on my knowledge, the financial statements, and olher financial information included in this report, faitly present in all material 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 oflicer and [ are responsible for establishing and maintaining disclosure controls and procedures {as defined in Exchange Act Rules 13a-
15(¢) and 15d-15(e)) and intemal control aver financial reporting (as defined in Fxchange Act Rules 13a-15(f) and 15d-15(f)) 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 registrant, including its consolidated subsidiaties, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

Designed such internal control ever financial reporting, or cansed such intemal control over finansial teporting 1o be designed under our supervision, to provide
1oasonable assurance regarding the reliability of financial reporting and the preparation of Enancial statements for external putposes it accordance with generally
accepted accounting principles;

Brvaluated the effectiveness of the registrant's disclosure conirols and procedures and presented in this report our conclugions about the effectiveness of the
disclosure controls and procedures, as of the end ofthe period covered by this report based on such evaliation; and

Disclosed in this report any change in the registrant's intemal control over financial reporting that occvtred during the registrant's most recent fiscal quarter (the
registtant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is teasonably Llely to materially affect, the registrant's internal
control over financial reporting; and

The registrant's other centifying officer and | have disclosed, based on our most recent evaluation of intemal control over financial reporting, to the registrant’s auditors and
the audit committee of the registrant’s board of ditectors (or persons performing the equivalent fanction):

a.

All significant deficiencies and material weaknesses in the design or aperation of internal control over financial teporting which are reasonably likely to adversely
affect the registiant's ability to record, process, summarize and report financial information; and

Any fraud, whether or not netesial, that involves management or other employces who have 2 sipnificant role in the registrant's intemal control over financial
teporting.

Date: February 26, 2026

/s/ Brian F. Kidd
Brian F. Kidd
Senior Vice President and Chief Financial Officer




" Exhibit 32

Certification of Amnnal Report on Form 10-K
of National HealthCare Corporation
For the Year Ended December 31, 2025

: The undersigned hereby certify, pursuant to 18 U.S.C. Section 906 of the Sarbanes-Osley Act of 2002, that, to the undersigned's best knowledge and belief, the Annual
| Repert on Form 104K, for National HealthCare Corperation ("Issuer") for the period ending December 31, 2025 as filed with the Securitics and Exchange Conmnission on the date
hereof {the "Report"):

(a) fully complies with the requirements of section 13(z) or 15(d) o the Securities
Exchange Act of 1934; and

L) the information contained in the Report fairly presents, in all material 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 Decernrber 31, 2025.
This Certification is executed as of February 26, 2026,
/s/Stephen F, Flatt

Stephen I-. Flatt
Chief Brecutive 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 ta the Company and will be retained by the Company and fumished to the Securities
and Exchange Commission or iis staffupon request.



Appendix B — Five-Year Prospective Financial Statements

[Placeholder - Insert Prospective Financial Sta tements for Fiscal Years 2026-2030]
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m CliftonLarsonAllen 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
()



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.

W—»Jd/m—zo% L7
CliftonLarsonAllen LLP

Charlotte, North Carolina
August 27, 2028
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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

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Accounts Receiable
Intercempany Accounts Receivebie
Other Current Asseats
Total 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 Liabilities

DEFERRED CREDITS
Uneamed Deposit Revenue - Nonrefundable
Deposits on Apartments
Total Deferred Credits

Total Liabflities
SHAREHOLDER'S EQUITY
Retained Eamings

Total Shareholder's Equity

Total Liabilties and Sharehclders Equity

2026 2027 2028 2029 2030
$ 150,000 $ 150,000 $ 150,000 $ 160,000 $ 150,000
3,252,044 3,382,126 3,517,410 3,658,107 3,804,431
- - - - 3,728,327
307,684 316,915 326,422 335,215 346,301
3,709,728 3,849,041 3,003,832 4,144,322 8,020,068
90%,501 945,878 985,124 1,028,560 1,069,682
55,0804, 135 57,134,135 58,401,035 59,705,941 61,049,964
4,054,390 5,724,450 7,421,655 9,157,117 10,931,987
51,839,745 51,409,685 50,979,380 50,548,824 50,118,007
$ 56,459,084 § 56,204,402 §$ 55,958,338 § 55,719,708 $ 59,216,748
2028 2027 2028 2029 2030
$ 718,469 § 745784 § 775615 § 808,641 $ 838,906
2,022,696 2,097,804 2,181,821 2,269,093 2,350,857
43,886,190 39,068,912 34,041,933 28,812,057 27,088,320
46,607,356 41,802,600 36,999,369 31,887,761 30,287,083
637,012 831,113 576,115 467,069 338,497
142,336 142,336 142,336 142,335 142,336
779,348 773,449 718,481 508,305 480,833
47,386,703 42,676,049 37,717,820 32,497,186 30,767,918
9,072,361 13,528,353 18,240,516 23,222,520 28,448,832
9,072,361 13,528,353 18,240,516 23,222,520 28,448,832
$ 56,459,064 § 56,204,402 § 55958336 § 55,710,706 § 59,218,748

See Independent Accountants’ Compilation Report 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 OPERATIONS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

2026 2027 2028 2020 2030
REVENUES

Patient Senice Rewenue $ 44,587,467 § 48,370,965 $ 48225804 $ 50,154,836 § 52,161,020
Apartment Rents 3,407,171 3,543,457 3,685,195 3,832,603 3,985,906
Deposit Amortization 355,900 415,763 481,257 552,365 589,604
Investment Income 15,893 31,788 32,870 34,053 35,296
Other Revenue 3,860 4,015 4,175 4,342 4,515

Total Revenues 48,370,381 50,265,988 52,429,301 54,678,199 56,776,350

EXPENSES

Nursing Senices 19,314,790 20,087,382 20,890,877 21,726,513 22,595 573
Anciliaries 3,644,325 3,790,008 3,941,703 4,089,372 4,263,347
Dietary Expenses 4,342,783 4. 516,495 4,607,155 4,885,042 5,080,444
Social Sendces 541,810 663,483 586,022 606,463 633,842
Activities 482,557 501,869 521,933 542,810 564,523
Medical Records ’ 133,376 138,711 144,269 150,020 166,031
Laundry and Linen 845,526 671,347 608,201 726,129 755,174
Housekeening 1,368,299 1,423,031 1,479,952 1,639,150 1,600,716
Facility Operations and Maintenance 2,901,311 3,017,363 3,138,057 3,263,580 3,394,124
Depreciation 1,625,016 1,660,060 1,697,205 1,735,462 1,774,870
Taxes and Insurance 883,810 919,162 ©55,029 994,166 1,033,934
Employee Benefits 2,272,853 2,363,767 2,458,318 2,556,651 2,658,918
General and Administrative 5,116,575 6,257,238 6,607,627 6,767,828 7,038,542

Total Expenses 44,273,031 45,908 996 47,717,138 49,595,195 51,560,038

Net ncome $ 4,007,350 $ 4455992 $ 4,712,163 § 4,982,004 § 5,226,312

See Independent Accountants' Compilation Repert and
Summary of Significant Projection Assumptiens and Accounting Policies
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NHC HEALTHCARE, TRYON, LLC,
NHC HEALTHCARE, BURLINGTON, LL.C, 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 Sharehclder
BALANCE, DECEMBER 31, 2026
Net Income

Digtributions to Sharsholdar
BALANCE, DECEMBER 31, 2027
Net Income

Distributions to Shareholder
BALANCE, DECEMBER 31, 2028

Net Income
Distributions to Shareholder

BALANGCE, DECEMBER 31, 2028

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 31, 2030

Tolad

Comman Retained Members' Shareholder's
Stock Eamings Equity Equity

$ - § 4975011 § - § 4,975,011

4,087,350 4,097,350

9,072,361 9,072,361

4,455,862 4,455,992

13,528,353 13,628,353

4,712,163 4,712,163

18,240,516 18,240,516

4,982,004 4,982,004

23,222,520 23,222,520

5,226,312 5,226,312

3 - % 28448832 § - § 28,448,832

See Independent Accountants’ Compilation Report 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 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 Cperating Activities;
Depreciation
Depesit Amortization
Deposit Receipts
Change In Cumrent Assets:
Accounts Receivable
Intercompany Accounts Receivable
Cther Current Assets
Change in Cument Liabilities:
Accounts Payable
Intercompany Acceunis Payable
Accrued Wages and Other Liakilities
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 Resene
Net Cash Used in Investing Activties

CASH FLOWS FROM 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

§ 4,097,350 $ 4455902 5 4,7l12.163 $ 4982004 $ 5226312

1,625,016 1,660,060 1,697,205 1,735,462 1,774,870
(355,000) {415,783} {481,257} {552, 365) (589,604)
394,100 409,854 426,259 443,309 461,042
386,583 {130,082) {135,264) {140,897} {146,324)
(2,902,338)  (3.748,414)  (3,802622)  (4,063101)  (4,230,129)
{8,962) (9,231) {9,507) {9,793) {10,086)
233,860 27,315 26,831 31,026 32,265
(2,363,150)  (1,058,884)  (1,114,357)  (1,186,775)  (1,221,935)
{103,054) 75,208 83,917 87,272 00,764
912,454 1,266,085 1,305,348 1,346,547, 1,387,176
{922,500)  (1,230,000)  (1,288,900) (4,304,905}  (1,344,053)
147,943 (36,085) (39,448) {41,438) {43,122)
(774,567)  (1,266,085)  (1,305,348)  {1,346,342) (1,367,175
137,867 - - - -
12,133 150,000 150,000 150,000 150,000

$ 150,000 § 150000 $ 150,000 $ 150,000 $ 150,000

See Independent Acceuntants' 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 o the best of the knowledge and belief of management
(“Management”) of NHC HealthCare, Tryon, LLC (“Tryon”), NHC HealthCare, Burlington, LLC (*Burlington™),
and NHC HealthCare, Charlotte, LLC {"Charlotte”) (subsidiaries of NHC/OP, L) (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 upon 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:

e« Management is able to achieve the projected occupancies, operating revenue inflationary rate
increases and operating expense inflationary increases as described hereinafter.

Management's purpose for preparing this Projection is for the use of Management, the Beard of Directors,
and for inclusion in Management's Disclosure Statements in accordance with Chapter 58, Article 64A of the
North Carolina General Statutes and is not intended to be and should not 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 resulis
may not be achieved as there will usually be differences between projected and actual results because
events and circumstances frequently do not occur as expected, and those differences may be material.
Management does not intend to revise this Projection to 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.

See 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
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. In addition, NHC provides management services,
accounting and financial services, as well as insurance services to third party operators of health care
facilities. The Company aiso 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 — Sheiby, Inc.

White Oak Manor — Kings Mountain, Inc.
White Oak Manor — Tryon, Inc.

White Oak Manor — Rutherfordton, Inc.
White Oak 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 Oak 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 Qak
Estates, Inc.

Three of these subsidiaries, White Oak Manor — Tryon, Inc., White Qak Manor — Burlington, Inc., and
White Oak Manor — Charlotte, Inc. 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
bafances 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 eriginal maturity of three months or less at the date of purchase.

Allowance 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 collaterat
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 $ 378000 $ 389340 $ 401,020 $ 413,051
NHC HealthCare - Burlington 319,500 428,000 438,780 451,943 485,501
NHC HealthCare - Charlotte 319,500 426,000 438,780 451,943 465,501
Total Property and Equipment Purchases $ 922500 $1,230,000 $1,266,900 $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
fo 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
pravided to uninsured patients in accordance with the Combined Subsidiaries’ policy and/or implicit
price concessions provided to residents. The Combined Subsidiaries determine its estimates of
contractual adjustments based on contractual 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 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 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 penalties during the
period of noncompliance. Such a payment ban would have a negative impact on the revenues of the
licensed nursing Tfacility.

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)

Other

Payment agreements with certain commercial insurance carriers, health maintenance organizations,
and preferred provider organizations provide for payment using prospectively determined daily rates.

Laws and regulations concerning government programs, including Medicare and Medicaid, are compiex
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 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, penalties, and potential exclusion 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 seitlement activity, including an assessment to ensure that it is probable that a significant
reversal in the amount of cumulative revenue recognized will not oceur 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

- Length of the patient’s service/episode of care

- Method of reimbursement (fee for setvice 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 setttements 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’ Compilation Repoit
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Summary 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 liabiiities 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 liabilities 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.

Ses Independent Accountants’ Compilation Report
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Su;nmary ofléfgniﬁcant 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 Oceupied Units:
Inclependent Living o8 98 98 98 98
Assisted Living 17 17 17 17 17
Skilled Nursing 64 64 64 64 64
Available Units:
Independent 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 Occupancy Percentage 94.4% 94.4% 94.4% 94.4% 94.4%
Average Skilled Nursing Qccupancy Percentage 91.4% 91.4% 91.4% 91.4% 91.4%
NHC HEALTHCARE - BURLINGTON 2026 2027 2028 2029 2030
Awerage Occupied Units:
Independent Living b2 52 52 52 52
Skilled Nursing 114 117 120 122 122
Available Units:
Independent Living 53 53 53 53 53
Skilled Nursing 160 160 160 160 180
Average Independent Living Occupancy Percentage 98.1% 98.1% 98.1% 98.1% 98.1%
Average 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 Cccupancy Percentage 97.0% 97.0% 97.0% 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 to 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 experience of the Combined Subsidiaries. Apartment rents are
assumed to increase 4.0 percent annually throughout the Projection Period.

See Independent Accountants’ Compilation Report
(13)



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 ITEMS

Operating Reserve

North Carolina Statutory Operating Reserve — Section 58-64A-245 of the General Statutes of North
Carolina, as amended, requires that all continuing care facilities maintain operating reserves equal fo
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% to 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 Operating Expenses:
Projected SNF Expense
Projected Apartment Expense

Total Projected Depraciation Expense:
Projected SNF Depreciation
Projected Apartment Depreciation

Total Patient Days - SNF

Total Patient Days Attributable to Apartment Residents

% of S8NF Patient Days Affributable to Apartment Residents
% of 8NF Days Atftributable to SNF Only Residents

Calculation of Excluded SNF Expensas
Calculation of Included SNF Expenses

Calculation of Included SNF Depreciaticn
Expenses Subject io DOl Approved Operafing Reserve

Oparating Reservo Percentage

Projected Reserve Requirement

Projected Cccupancy as of Year End

$ 9419920 § 9,789,095 §$ 10,172,855 § 10,571,850 § 10,986,684

2,166,697 2,251,612 2,339,882 2,431,655 2,527,072
11,586,617 12,040,707 12,812,737 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
584,174 588,167 612,495 627,252 642,453
23,250 23,250 23,250 23,250 23,250
462 462 462 462 462
1.99% 1.9%% 1.99% 1.99% 1.99%
98.01% 98.01% 98.01% 98.01% 98.01%
9,232,484 9,594,292 9,970,415 10,361,470 10,768,049
187,456 194,803 202,440 210,380 218,635
4,824 4,940 5,058 5,180 5,308
2,007,587 2,091,647 2,178,954 2,269,813 2,364,566
25% 256% 25% 25% 26%

$ 501,897 522,887 % 544,738 § 567,478 % 591,142
97.0% 97.0% 97.0% 97.C% 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 (confinued)

Operating Reserve {continued)
NHC HEALTHCARE - BURLINGTON 2026 2027 2028 2029 2030

Total Projected Operating Expenses:
Projectad SNF Expense $ 14,755,846 % 15,238,861 $ 15838157 $ 16,461,307 $ 17,100,260
Projected Apartment Expense 1,144,850 1,182,325 1,228,823 1,277,170 1,327,443
15,000,685 16,421,188 17,086,980 17,738,477 18,436,703

Total Projected Depreciation Expense:

Projectad SNF Depreciation 407,576 415,805 424,882 434,139 443,674
Projected Apartment Depreciation 181,407 185,109 189,110 193,230 197,474
588,983 601,004 613,992 627,369 641,148 ‘
|
Total Patient Days - SNF 41,8610 42,708 43,800 44,530 44,530 }
Total Patient Days Attributable to Apartment Residents 188 155 155 158 155 |
% of SNF Patient Days Attributable to Apartment Residenis 0.37% 0.38% 0,35% 0.35% 0.35%
% of SNF Days Attributable to SNF Only Residents 99,63% 00.64% 89.65% 69.65% 99.65%
Calculation of Excluded SNF Expenses 14,701,248 15,184,001 15,782,723 16,403,692 17,042 378
Calculation of Included SNF Expenses 54,567 £4,860 58,434 57,615 59,882
Caleulation of Included SNF Depreciation 1,508 1,497 1,487 1,519 1,663
Expenses Subject to DOI Approved Operating Resene 1,016,532 1,050,579 1,003,680 1,140,036 1,188,298
Operaling Resene Percentage 25% 25% 25% 25% 25%
|
Projected Reserne Requirement $ 254,133 § 262845 % 273,415 § 285,000 $ 297,075
Projected Occupancy as of Year End 08.1% 98.1% 98.1% 98.1% 98.1% !
NHC HEALTHCARE - CHARLQTTE 2026 2027 2028 2029 2030 ‘I
|
|

Total Preojected Operating Expenses:
Projected SNF Expense $ 16,063,933 $ 16,697,835 $ 17,357,512 $ 18,043,482 $ 18,756,797
Projected Apartment Expense 721,788 750,268 778,909 810,731 842,782
18,785,719 17,448,103 18,137,421 18,854,213 19,599,579

Total Prejected Depreciation Expense:

|

Projected SNF Depreciation 344,317 351,197 358,687 366,401 374,347 :
Projected Apartment Depreciation 107 542 109,682 112,031 114,440 116,922
451,859 460,889 470,718 480,841 491,269
Total Patient Days - SNF 51,517 51,517 31,517 51,5817 51,817
Tolal Patient Days Afiributable to Apariment Residents - - - - B
% of SNF Patient Days Aftributable to Apartment Residents 0.00% 0.00% 0.00% 0.00% 0.00%
% of SNF Days Affributable to SNF Cnly Residents 100.00% 100.00% 100.00% 100.00% 100.00%
Calculation of Excluded SNF Expenses 16,063,933 16,687,835 17,357,512 158,043,482 18,756,797

Calculation of Included SNF Expenses - - - - -

Calculation of Included SNF Depreciation - - - - -

Expenses Subject to DO Approved Operating Reserve 614,244 840,578 667,878 696,281 725,860
Operating Reserve Percentage 25% 25% 25% 25% 25%
Projected Reserve Requiremant $ 153,661 § 160,144 § 166,970 § 174,073 § 181,465
Projected Cccupancy 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 PROJEGTION 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 balance 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 seif-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 Eguivalents

Cash and cash equivalents for the Projection Period is projected to maintain a minimum operating cash
balance based upon recent historicat 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 value 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.

WMM 2T

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

2026 2027 2028 2028 2030
ASSETS
CURRENT ASSETS
Cash and Cash Equivaients $ 50,000 $% 60,000 3% £0,000 $ 50,000 $ 50,000
Accounts Receivable 455,167 473,363 492,297 511,989 532,469
Other Cument Assets 66,811 66,815 70,879 73,005 75,195
Total Current Assets 571,968 582,178 613,178 834,994 857,684
ASSETS LIMITED AS TO USE - OPERATING RESERVE 501,897 522,887 544,739 867,478 591,142
PROPERTY AND EQUIPMENT 15,876,538 16,254,538 16,643,878 17,044,898 17,457,949
Less: Accumulated Depraciation 1,477,431 2,075,598 2,688,003 3,315,345 3,057,798
Property and Equipmant, Net 14,300,107 14,178,940 13,055,785 13,729,553 13,500,151
Total Assets 3 15472972 § 15,284,005 $ 15,113,700 § 14,932,025 $ 14,748,957
2026 2027 2028 2029 2030
LIABILITIES AND SHAREHOLDER'S EQUITY
CURRENT LIABILITIES
Accounts Payable % 150,718 % 166,747 $ 163,017 3 169,538 & 176,319
Accrued Wages and Other Liabilities 512,443 532,940 554,258 576,428 599,485
Intercompany Accounis Payable 13,790,473 13,018,963 12,203,487 11,351,626 10,461,504
‘Total Current Liahilities 14,462,634 13,708,650 12,920,762 12,097,492 11,237,308
DEFERRED CREDITS
Unearned Depesit Revenue - Nonrefundable 411,681 407,547 372,559 303,50 222,382
Unearned Deposit Revenue - Refundatle - - - - -
Deposits on Apartiments 133,500 133,500 133,500 133,500 133,500
Total Deferred Cradits 545,181 541,047 508,059 437,091 355,882
LONG-TERM DEBT - - - - -
Total Liabilities 15,007,815 14,249,697 13,426,821 12,534,583 11,593,190
SHAREHOLDER'S EQUITY (DEFICIT)
Retained Eamings 465,157 1,044,308 1,686,879 2,397,442 3,155,767
Total Sharehclder's Equity 485,157 1,044,308 1,686,879 2,397,442 3,155,767
Total Liabilities and Shareholders Equity $ 15,472,972 $ 15204,005 § 15,113,700 $ 14,832,025 § 14,748,957

See Independent Accountanis’ Compilation Report on Supplemental Information
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REVENUES
Net Patient Sendce Revenue
Apartment Rents
Deposit Amortization
Investment Income
Other Ravenue
Tota! Revenues

EXPENSES
Nursing Senices
Ancillaries
Dietary Expenses
Social Senices
Activities
Medical Records
Laundry and Linen
Housekesping
Facility Oparations and Maintenance
Depreciation
Taxes and Insurance
Employes Benefits
Genera! and Administrative

Total Expenses

MNat 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

2026 2027 2028 2029 2030
$ 10,063,622 § 10,466,062 §$ 10,884,704 $ 11,320,092 §$ 41,772,896
1,800,167 1,872,173 1,947,080 2,024,943 2,105,940
224,487 262,064 303,225 347,934 371,334
8,278 16,567 17,187 17,842 18,524
2,896 3,012 3,132 3,257 3,387
12,099,350 12,818,858 13,165,308 18,714,068 14,272,081
4,357,421 4,631,718 4,712,987 4,901,507 5,007,567
967,378 1,008,071 1,046,314 1,088,167 1,131,694
1,408,107 1,466,471 1,524,000 1,585,064 1,648,455
164,471 171,050 177,802 185,008 192,408
134,033 139,394 144,970 150,769 156,800
31,179 32,425 33,723 35,072 36,475
168,294 175,025 182,027 189,308 196,880
379,251 394,421 410,198 426,606 443,670
938,778 976,329 1,015,382 1,055,907 1,088,237
584,174 598,167 612,495 627,252 642,453
288,831 300,384 312,399 324,895 337,891
625,673 650,700 676,728 708,797 731,949
1,538,029 1,689,650 1,663,532 1,730,073 1,799,276
11,586,817 12,040,707 12,812,737 13,003,505 13,613,756
i 512,733 $ 576,151 § 642,571 § 710,583 % 758,325

See Independent Accountants' Compilation Report on Supplemental information
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NHC HEALTHCARE, TRYON, LLC
PROJECTED STATEMENTS OF SHAREHOLDER’
ASSUMING THE HYPOTHETICAL ASSUMPT

S EQUITY (DEFICIT)
ION ON PAGE 7

FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

BALANCE, DECEMBER 31, 2025
Nat Income

Distributions to Shareholdar
BALANCE, DEGEMBER 31, 2026
Net Income

Distributions to Sharshelder
BALANCE, DECEMBER 31, 2027
Net income

Distributions to Sharsholder
BALANCE, DECEMBER 31, 2028
Net Incoma

Distributions to Shareholder
BAILANCE, DECEMBER 31, 2029
Net Incoma

Distributions to Shareholder

BALANCE, DECEMBER 31, 2030

Total

Common Retained Members' Shareholder's
Stock Eamings Equity Equity

5 {(47,576) $ $ (47,578)

512,733 512,733

455,157 465,157

579,151 579,151

1,044,308 1,044,308

642,571 642,571

1,686,879 1,686,879

710,563 710,563

2,367,442 2,397,442

758,326 758,325

- 5 3155787 % $ 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
Change in Current Liabilities:
Accounts Payable
Intercompany Accounts Payable
Accruad 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 Resene
Met Cash Used in Inwesting Aclivities

CASH FLOWS FROM FINANCING ACTIVITIES
Distributions to Sharsholkder
Net Cash Used in Financing Activities

NET INCREASE IN CASH AND CASH
EQUIVALENTS

Cash and Cash Equivalents - Beginning of Year

CASH AND GASH EQUIVALENTS - END OF YEAR

2026 2027 2028 2029 2030
§ 512733 §  &70.151 § 642,571 § 710563 § 758,325
584,174 508,167 612,485 627,252 842,453
(224,487) (262,054) {303,225) (347,934) {371,334)
248,000 257,920 268,237 278,966 260,125
{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 6,270 8,621 6,781
{1,543,151) (780,510) {815,478) (851,961) {880,022)
(2,328) 20,497 21,318 22,170 23,057
322,330 358,990 411,182 423,759 436,715
{283,500) {378,000) (389,340) (401,020) (413,051)
8,989 {20,890) (21,852) (22,730) (23,664)
(274,511 (398,000) @11,792) (223,759) {436,715)
47,819 - . - -
2,181 50,000 50,000 50,000 50,000
§ 50000 § 50000 § 50000 § 50000 $ 50000

See Independent Accountants' Compilation Report on Supplemental Information
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NHC HEALTHCARE, BURLINGTON, LLC
PROJECTED BALANCE SHEETS

ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
DECEMBER 31, 2026 THROUGH 2030

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Accounts Recelvable
Cther Current Assets
Total Current Assets

ASSETS LIMITED AS TO USE - OPERATING RESERVE

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

Tolal Assets

LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Wages and Other Liabilities
Intercompany Accounts Payable
Total Current Liakilities

DEFERRED CREDITS
Unearned Deposit Revenue - Nonrefundabla
Uneamed Depcsit Revenue - Refundable
Deposits on Apartments
Total Deferred Credits

LONG-TERM DEBT
Total Liabilities
SHAREHOLDER'S EQUITY
Retained Earnings

Total Sharehclder's Equity

Total Liabilities and Shareholder's Equity

See Independent Accountants’ Compilation Report on Supplemental Information

2026 2027 2028 2029 2030
$ 50,000 § 50,000 $ 50,000 % 50,000 $ 50,000
1,123,585 1,168,529 1,218,270 1,283,881 1,314,436
117,656 121,186 124,822 128,567 132,424
1,261,241 1,339,715 1,300,002 1,442,448 1,496,860
254,133 262,645 273,415 285,009 297,075
19,878,184 20,304,184 20,742,954 21,194,807 21,660,408
1,488,142 2,089,145 2,703,138 3,330,507 3,971,666
18,300,042 18,215,038 18,032,526 17,864,400 17,668,763
$ 19,9354158 § 19,817,398 § 10,703,333 % 19,591,857 $ 19,482,688
2026 2027 2028 2029 2030
3 209,748 § 218,716 % 225383 § 234399 § 243,775
838,998 B56,859 901,534 937,685 975,009
17,860,778 17,572,424 17,273,543 16,968,729 16,626,816
18,809,525 18,666,998 18,400,460 18,130,723 17,845,600
210,623 205,917 185,530 147,822 104,000
8,000 8,000 8,000 8,000 8,000
218,823 213,017 193,530 155,822 112,000
12,118,148 18,869,915 18,593,090 18,286, 545 17,957,680
817,268 947,483 1,109,342 1,306,312 1,524,998
817,268 947,483 1,109,343 1,305,312 1,624,008
$ 19,935,418 § 19,817,388 $§ 19,703,333 $ 19,501,857 § 10,482,688
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REVENUES

Patient Senice Revenue

Apartment Rents

Deposit Amortization

Investment Income
Total Revenues

EXPENSES
Nursing Senices
Ancillaries
Diatary Expenses
Social Sendces
Activities
Medical Records
Laundry and Linen
Housekeeping

NHC HEALTHCARE, BURLINGTON, LLC.

PROJECTED STATEMENTS OF OPERATIONS

ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

Facility Operations and Maintenance

Depreciation
Taxes and hsurance
Employee Benefits

General and Administrative

Total Expenses

Net Income

2026 2027 2028 2029 2030
$ 14,693,914 $ 15281671 % 15,802,938 §$ 16,528,665 $ 17,189,801
1,079,495 1,122 676 1,167,583 1,214,288 1,262,857
118,811 137,930 158,940 181,803 193,681
4,562 9,124 9,379 9,702 10,050
15,896,783 18,551,401 17,228,840 17,934,446 18,656,389
7,123,374 7,408,309 7,704,641 8,012,827 8,333,340
1,018,843 1,059,389 1,101,785 1,145,838 1,191,889
1,419,238 1,476,008 1,535,048 1,598,450 1,660,308
199,213 207,182 215,489 224,088 233,052
189,284 196,835 204,708 212,896 221,412
66,543 69,309 72,081 74,964 77,983
242,333 252,026 262,107 272,691 283,405
506,525 526,786 547,857 569,771 592,562
1,044,833 1,086,626 1,136,091 1,175,295 1,222,307
588,983 £01,004 613,992 627,369 641,148
281,577 292,840 304,554 316,738 328,408
960,327 998,740 1,038,680 1,080,238 1,123,448
2,259,742 2,246,132 2,335,977 2,429,416 2,526,503
15,800,695 16,421,186 17,065,980 17,738,477 18,436,703
$ (3.912) § 130,215 ¢ 161,860 § 195,062 $ 219,686

See Independent Accountants’ Compilation Report on Supplemental Information
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ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

NHC HEALTHCARE, BURLINGTON, LLC
PROJECTED STATEMENTS OF SHAREHOLDER’S EQUITY

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 Shareholder
BALANCE, DECEMBER 31, 2027
Net Income

Distributions to Sharehoider
BALANCE, DECEMBER 31, 2028
Net Income

Distributions to Shareholder
BALANCE, DECEMBER 31, 2029
Net Income

Distributicns to Shareholder

BALANCE, DECEMBER 31, 2030

Total
Commen Retained Members' Shareholder's
Steck Eamings Equity Equity
$ 821,180 § 3 821,180
3.912) (3.812)
817,268 817,268
130,215 130,215
047,483 947,483
161,880 161,850
1,109,343 1,109,343
195,969 195,969
1,305,312 1,305,312
219,686 219,686
$ 1,624,998 § $ 1,524,998

Ses Independent Accountants’ Compilation Report on Supplemental Information
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I;IHC HEALTHCARE, BURLINGTON, LLC

PROJECTED STATEMENTS OF CASH FLOWS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

CASH FL.OWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to Reconcile Net Income to Net Cash
Provided by Operating Activities:
Depreciation
Depaosit Amoriization
Deposit Receipts
Change in Gurrent Assets:
Accounts Receivabie
Intercompany Accounts Receivable
Other Current Assats
Change in Current Liabilities:
Accounts Payable
Intercompany Acceounts 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

Distributions to Shareholder

" 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

2026 2027 2028 2029 2030

5 3912} § 130,215 § 161,860 § 196959 § 219,686
568,583 601,004 613,992 527,369 641,148
(118,811) {137,630) {158,940} {181,808) {193,681)
128,100 133,224 138,553 144,085 149,859
8,424 {44,844 (46,741) {48,611} {50,555)
516,451 - . y y
(3,427) {3.530) (3,636) (3,745) (3.857)
56,695 6,966 8,668 0,018 9,375
(819,999) (278,354) (298, 881) {314,814) (331,913)
12,833 27,861 34,675 38,051 37,504
363,337 434,512 449,550 463,637 477,557
{319,500) (428,000) {438,780) {451,943) (465,501)
1,310 (8,512) {10,770) (11,594) {12,066)
(318,790 {434,513 {448 550) {463, 537) {477,587
45,147 - - - -
4,853 50,000 50,000 50,000 50,000
§ 50,000 3 50,000 § 50000 § 60,000 $ 50,000

See Independent Accountants’ Compilation Report on Supplementat Information
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NHC HEALTHCARE, CHARLOTTE, LLC

PROJECTED BALANCE SHEETS

ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
DECEMBER 31, 2026 THROUGH 2030

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Accounis Receivable
Intercompany Accounis Receivable
Other Current Assets
Total Currant Assets

ASBETS LIMITED AS TO USE - OPERATING RESERVE

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

Total Assets

LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Wages and Cther Liabilities
Intercompany Accounts Payable
Total Gurrent Liabilities

DEFERRED CREDITS
Uneamed Deposit Revenue - Nonrsfundable
Unearned Deposit Revenue - Refundabla
Dsposits on Apartments
Total Deferred Credits

LONG-TERM DEBT
Total Liabilities
SHAREHOLDER'S EQUITY
Retained Earnings

Totai Shareholder's Equity

Total Liabilities and Sharsholder's Equity

2026 2027 2028 2029 2030
3 50,000 § 50,000 % 60,000 § 50,000 $ 50,000
1,673,302 1,740,234 1,809,843 1,882,237 1,957,526
- - - - 3,728,327
123,217 126,914 130,721 134,643 138,682
1,846,519 1,917,148 1,990,664 2,066,880 5,874,535
153,561 160,144 166,970 174,073 181,465
20,149,413 20,575,413 21,014,183 21,466,136 21,931,837
1,008,817 1,568,706 2,030,424 2,511,285 3,002,534
12,060,596 19,015,707 18,083,769 18,954,871 18,929,103
§ 21,050,678 % 21,092,999 $ 21,141,303 § 21,195,824 § 24,985,103
$ 358002 & 372322 § 387,215 % 402,704 § 418,812
871,255 698,105 726,029 785,070 785,273
12,216,83¢ 8,467,525 4,564,903 501,802 -
13,245,195 9,637,852 5,678,147 1,859,576 1,204,085
14,708 17,649 18,026 15,646 12,115
836 835 836 836 836
16,644 18,485 18,862 16,482 12,951
13,260,740 9,556,437 5,697,009 1,676,058 1,217,036
7,789,936 11,636,562 16,444,204 19,519,766 23,768,067
7,788,936 11,536,562 15,444,264 19,519,768 23,768,087
$ 21,050,676 § 21,002,909 $ 21,141,303 $ 21,195,824 $ 24,085,103

See Independent Accountants’ Compilation Report on Supplementa! Information
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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 Rewenua
Apartment Rents
Deposit Amoertization
Investment [ncome
Other Revenue
Total Revenues

EXPENSES
Nursing Seniices
Ancillarias
Cistary Expenses
Social Sendces
Activities
Medical Records
Laundry and Linen
Housekeeping
Fagcility Operaticns and Maintenance
Deapraciation
Taxes and Insurance
Employee Benefits
Ganeral and Administrative

Total Expenses

Net Income

See Independent Accountants’ Compilation Report on Supplamental Information

2026 2027 2028 2029 2030
$ 19,830,031 $ 20,623,232 § 21,448,162 § 22,306,08¢ $ 23,198,332
527,508 548,608 570,552 593,374 617,109
12,892 18,779 19,002 22,628 24,589
3,053 6,107 6,304 6,509 6,722
964 1,003 1,043 1,085 1,128
20,374,248 21,184,729 22,045,153 22,929,685 23,847,880
7,833,085 8,147,355 8,473,249 8,812,179 9,164,666
1,658,306 1,724,638 1,793,624 1,868,369 1,839,984
1,614,438 1,675,016 1,638,017 1,703,538 1,771,880
178,126 185,251 192,661 200,367 208,382
158,260 165,630 172,255 179,145 186,311
35,564 36,976 38,465 39,993 41,693
234,809 244,205 254,067 264,230 274,799
482,523 501,824 521,897 542,773 564,484
917,700 954,408 092,584 1,032,288 1,073,680
451,859 460,889 470,718 480,841 491,269
313,402 325,938 338,976 362,635 366,637
686,863 714,327 742,900 772,616 803,621
2,318,804 2,411,566 2,608,018 2,608,339 2,712,673
16,785,719 17,448,103 18,137,421 18,854,213 19,698,578
5 3,588,620 § 3,746,626 § 3,907,732 § 4075472 $ 4,248,301

(30)



BALANCE, DECEMBER 31, 2025

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 3, 2026

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 21, 2027

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 31, 2028

Nef Income
Distributions te Shareholder

BALANCE, DECEMBER 31, 2029

Net Income
Distributions to Sharehclder

BALANCE, DECEMBER 31, 2030

NHC HEALTHCARE, CHARLOTTE, 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' Shareholder's
Siock Earnings Equity Equity

- $ 4,201,407 $ $ 4,201,407

- 3,588,529 3,588,529

- 7,788,935 7,789,936

- 3,746,626 3,746,626

- 11,536,562 11,536,562

- 3,907,732 3,907,732

- 15,444,294 15,444,294

- 4,075,472 4,075,472

- 19,519,766 19,519,766

- 4,248,301 4,248,301

- § 23,768,067 $ $ 23,768,067

See independent Accountants' Compilatien 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 FL.OWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to Reconcile Net Income to Net Cash
Pravided by Operating Activities;
Depreciation
Deposit Amortizaticn
Deposit Receipts
Change in Current Assets:
Accounts Receivable
Intercompany Accounts Recelvable

Other Current Assets
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 ‘o Use - Operating Reserve
Nst Cash Usad in Investing Activities
CASH FLOWS FROM 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

2020

2030

$ 3588529 § 3748626 $ 3,007,732 § 4075472 § 4,248,301

451,859 460,589 470,718 480,841 491,269
(12,692 (15,779) {19,092) (22,628) (24,588)
18,000 18,720 19,469 20,248 21,058
418,733 {66,932) {69,608) {72,354) {75,289)
(4.273.980)  (3748414)  (3,002,622)  (4,083,101)  (4,230,125)
(3,560) (3,687) (3.807) (3.922) {4,089)
153,456 14,320 14,893 16,489 16,108
(113,559) 26,850 27,924 29,041 30,203
228,757 432,583 445,606 458,046 472,893
(319,500) 1426,000) {438,780) (451,843) (465,501)
137,644 (6,583) (6,826) (7,103) {7.302)
(181,856) {432, 583) (445 508) {459,046) {472,853)
44,501 - - - -
5,000 50,000 50,000 50,000 50,000

$ _ 50000 $ 50000 $ 50,000 § 50,000 $ 50,000

See independent Accountants' Compilation Repart on Supplemental Information
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White Oak Manor-Burlington and Oak Creek, Inc.
Comparison - Year Ended December 31, 2025
Forecasted Balance Sheets

2025 2025
Actual Forecast Variance % Variance
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents 5 4,853 3 750,000 3 (745,147) -99% A
Accounts Receivable, Net 1,379,159 2,054 973 (675,814) -33% B
Allowance for Credit Losses (249,150) (36.894) (212,256) 575% Cc
Intercompany Accounts Receivable 516,451 - 516,451 100% D
Other Current Assets 114,229 106,100 8,129 8%
Total Current Assets 1,765,542 2874179
ASSETS LIMITED AS TO USE - OPERATING RESERVE 255,443 239,789 15,654 7%
PROPERTY AND EQUIPMENT 19,558,683 19,561,230 (2,547) 0%
Less: Accumulated Depreciation 899,159 1,033,692 (134,533) -13% E
Property and Equipment, Net 18,669,524 18,5627 538
Total Assets $ 20,680,509 $ 21,641,506 _ —
Actual Forecast Variance % Variance
LIABILITIES AND SHAREHOLDER'S EQUITY (DEFICIT)
CURRENT LIABILITIES
Accounts Payable $ 153,054 $ 216,490 $ (63.436) -29%
Accrued Wages and Other Liabilities 826,165 606,173 219,992 36% F
Intercompany Accounts 936,221 (936,221) -100% G
Total Current Liabilities 979,219 1,758,884
DEFERRED CREDITS
Unearned Deposit Revenue - Nonrefundable 201,334 216,351 (15,017) -7%
Unearned Deposit Revenue - Refundable - - - 0%
Deposits on Apartments 8,000 17,700 (9,700) -55%
Total Deferred Credits 209,334 234,051

LONG-TERM DEBT -

Total Liabilities 1.188,553 1992035 S S

SHAREHOLDER'S EQUITY (DEFICIT)

Retained Earnings (Deficit) 821,180 1,088,597
Members’ Equity 18,670,776 18,559,974 110,802 1%
Total Shareholder's Equity (Deficit) 19,491,956 19,648,571
Total Liabilities and Shareholder's Equity (Deficit) $ 20,680,509 s 21041506 S TN
Out of balance check [T .

Materiality Threshold - variance is greater than 10% and $100,000
A) 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 Qak facilities use zero-balance accounts, with all cash held at corporate.

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) White Oak Burlington lost its VA contract. and the allowance was adjusted for disputed claims that remained in process.

D & G) CMS/Palmetto GBA was sill 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 represents the amount awaiting transfer at month-end; these timing-related balances are difficult to forecast.

E) The forecast assumed more depreciation than actual. Forecast assumptions should be revised to distinguish newly acquired companies
from mature companies.

F) 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-Burlington and Oak Creek, Inc.
Comparison - Year Ended December 31, 2025

Forecasted Income Statement
2025 2025
Actual Forecast Variance % Variance
REVENUES
Net Patient Service Revenue $ 15,358,817 $ 15,933,340 $ (574,523) -4%
Apartment Rents 1,055,423 1,107,593 (52.170) -5%
Deposit Amartization 116,166 61.800 54,366 88%
Investment Income 5,443 14,847 (9.404) -63%
Other Revenue 17,362 6,000 11,362 189%
Total Revenues 16,553 211 17,123,580 e
EXPENSES
Nursing Services 7,537,342 7,710,986 (173,644) -2%
Ancillaries 1,154,920 1,379,860 (224,940) -16%
Dietary Expenses 1,403,426 1,419,200 (15,774) 1%
Social Services 161,167 156,560 4,607 3%
Activities 197,459 174,540 22,919 13%
Medical Records 67,471 65,070 2,401 4%
Laundry and Linen 236,830 176,560 60,270 34%
Housekeeping 518,120 509,315 8,805 2%
Facility Operations and Maintenance 926,684 900.880 25,804 3%
Depreciation 647,914 782,449 (134,535) -17%
Interest Expense (168) - (168) 0%
Taxes and Insurance 261,641 267,348 (5,707) -2%
Employee Benefits B61,491 951,920 (90,429) -9%
General and Administrative 2,308,998 2,091,560 217,438 10%
Total Expenses 16,283,295 16,586,248
OPERATING GAIN (LOSS) 269,916 5372332 T
NONOPERATING GAIN (LOSS)
Change in Unrealized Losses on Investments 0 -
Other Nonoperating Gain 0 -
Total Nonoperating Loss 0 -
Net GAIN (LOSS) 269,916 537,332

Materiality Threshold - variance is greater than 10% and $100,000
H) The loss of the VA contract reduced ancillary expense more than anticipated.
1) The forecast assumed more depreciation than actual. Forecast assumptions should be revised to distinguish newly acquired companies

from mature companies.

J) Bad debt and Allowance was adjusted more than expected due to VA contract issues.

J



White Oak Manor-Burlington and Oak Creek, Inc.
Comparison - Year Ended December 31, 2025
Forecasted Statements of Cash Flows

2025 2025
Actual Forecast Variance % Variance

CASH FLOWS FROM OPERATING ACTIVITIES

Net income (loss) 5 269916 s sz [

Adjustments to Reconcile Net Income to Net Cash
Provided (Used) by Operating Activities:

Depreciation 647 914 782,449 (134,535) -17% K
Deposit Amortization (114,617) (61,800) (52,817) 85%
Deposit Receipts 140,000 111,900 28,100 25%
Change in Current Assets:
Accounts Receivable 717,137 (452,603) 1,168,740 -258% L
Other Current Assets (11,220) (3,090) (8,130) 263%
Intercompany Accounts Receivable 139,320 - 139,320 100% M
Change in Current Liabilities:
Accounts Payable (46,091) 438,335 (484,426) -111% N
Intercompany Accounts Payable - 1,265,613 (1.265,613) -100% o]
Accrued Wages and Other Liabilities 314.512 94 520 219,992 233% P
Net Cash Provided by Operating Activities 2,056,871 2,712,656

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of Property and Equipment (779,454) (782,000) 2,546 0%
Net Change in Assets Limited as to Use - Operating Reserve (250,000) (239,789) (10,211) A%
Net Cash Used in Investing Activities (1,029,454) (1,021,789)

CASH FLOWS FROM FINANCING ACTIVITIES
Net Change in Intercompany Accounts (81,697) - 81,697) 0%
Net Cash Used in Financing Activities (81,697) -
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 945720 1600867 [N HEEEE
Cash and Cash Equivalents - Beginning of Year (940,867) (940.867) —

CASH AND CASH EQUIVALENTS - END OF YEAR $ 4,853 s 750000 N R

Materiality Threshold - variance is greater than 10% and $100,000
K) The forecast assumed more depreciation than actual. Forecast assumptions should be revised to distinguish newly acquired companies
from mature companies.

L) 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.

M) CMS/Palmettc GBA was still processing the Change of Ownership (CHOW/855). Until the GHOW 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 represents the change in the amount awaiting transfer at month-end: these timing-related balances are difficult to forecast.

N) 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 implemented. Expensas remained consistent throughout the year. and adequate cash levels
allowed payments to be made on time.

P) 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.

O) Intercompany activity reflects an accumulation of activity from other accounts and timing differences, making this balance difficult to
forecast accurately.



Appendix C — Statement of Actuarial Opinion

[Placeholder - Insert Actuarial Opinion, if applicable]
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Appendix D — Representative Contract(s)

[Placeholder - Insert representative contin uing care contract and

continuing care at home
contract, if applicable]
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STATE CF NORTH CAROLINA ) APARTMENT RENTAL AGREEMENT

}
COUNTY OF ALAMANCHE ) (WITH NO INITIAL DEPOQSIT)

THIS AGREEMENT, made and entered into as of the
day of , 20 ; by and

between NHC Healthcare Buriington, Inc., a corporation doing
business as Oak Creek Apartments hereinafter referred to as “Owner”

and r & resident of the State and County

aforesaid, hereinafter referred to as “Resident.”
WITNESSET 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 Therein
contained, the Owner hereby agrees to rent to the Resident, and
the Resident hereby agrees to rent from the Cwner, Apartment No.

» Jlocated at Oak Creek, Burlington, North Carolina
(hereinafter called the ‘“premises,” “complex,” or “apartment
complex”} for Resident’s sole occupancy, according to the
following terms, covenants, and conditions:

1. TERM. The term of this Agreement shall begin on the

day of ; 20 ; and end upon

the first of the following to occur:

(a) The last day of the month following the Resident’s death,
or at such time thereafter as the Resident’s kelongings
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 therecf, that the Resident:

(i) 1is socially incompatiblie with the Cwner’s
employees, other residents, or guests;

{ii) has demonstrated possible emotional instability:

1 Revised 11/10/25 kmc



(d)

(iii)peses a risk te the 1life and well-being of
him/herself or others;

{(iv) has destroved, cor 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 Agreement; or

(vi} has acted in any other unreasonable fashion or
poses for the Owner, its employees, residents or
guests, any other unreasonakle o¢r unnecessary
risks; or

The last day of any month prior to which the Resident

has given to the Owner;

(i) In the event the Resident 1s to be transferred,
based upon written medical certification, to a
hospital or to White Oak Manor - Burlington Nursing
Center, at least ten (10) days prior written
notice; or

(i1) In the event the Resident is to be transferred,
based upcn written medical certification, anywhere
else, at 1least thirty (30} days prior written
notice: or

{(111)In the event the Resident is tc be transferred
anywhere else, without written medical
certification, at least (60) sixty days prior
written notice; or

At such time as, 1f ever, the apartment is destroyed by

fire or other calamity, or 1if the apartment, or a

substantial portion of the complex, is acquired through

condemnation proceedings, making it such, under the
circumstances, that the apartment is nec longer

reasonably fit for its intended use.

2 Revised 11/10/25 kmc



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 tc have the within
Agreement remain in full force and effect, sc 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 1s transferred, as
provided in Paragraph (i) abowve, to White 0Oak Manor -
Burlington 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 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 reasonably 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 notification
based upon terms and conditions mutually agreeable to

both Owner and Resident.

3 Revised 11/10/25 kimc




It 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 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 toe another. After 10 years of
residency in the same apartment, a transfer fee may be waived.
A 50% transfer fee will apply if transfer occcurs within 5-10
years of residency. If request ig made prior to 5 years, 100%
of the transfer fee will apply. An exception to applying the
transfer fee may apply 1f 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 Oak Creek 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 Oak Creek and the spouses 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.

RENT. Resident agrees to pay monthly rental to the Owner in

the amcunt of , sald rent to be payable in advance

4 Revised 11/10/25 kmgc



on or before the first day of each month for which due and

owing, provided, however:

(a)

{b)

(c)

The rent for a partial month at the beginning of the
term shail be prorated;
Although the Owner will attempt to keep rental increases
to a minimum, during any calendar year following the
first full calendar year of this Agreement, the Owner
may, due to an increase in the cost of operaticn, or for
any other reason, upon thirty (30) days prior written
notice to the Resident, increase the monthly rental
payable hereunder so long as the sum of the increases in
monthly rental during any calendar vear does not exceed
the greater of:
(1} Six (6%) percent of the average monthly ‘rental
during the preceding calendar year; or
{i1) 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
— Rll Ttems 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.
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 monthly payment) which sum shall be
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immediately due and payable and collectible as
additional rent.
USE OF APARTMENT; COMPLIANCE WITE RULES AND REGULATIONS;
SMOKING POLICY. Resident will make no unlawful or 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 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 teo 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 Oak Creek property, and Resident agrees to abide by
said policy. Any resident who wviolates this policy by using
tobacco products in his/her apartment or on the Oak Creek
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 16 of this Agreement, including eviction and
reimbursement of Owner’s costs, expenses and attorney’ s fees.
Notwithstanding the foregoing, Resident further acknowledges
that this 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 jointly with any other tenant, but all common

areas, including stairways, walkways and grounds, shall be
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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.

CARE COF APARTMENT AND REPATRS. Resident will take gcod care

of the apartment and commcon 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,
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 commcn 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.
PETS5. 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 reascnably withdrawn by the Owner
according to its sole judgment and discretion based upon what
it believes to be in the best interest of the 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, 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.
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12,

13.

14.

RIGHT OQF FENTRY. 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 expiraticn or termination of

this Apartment Rental Agreement, Resident shall surrender the
apartment to +the Owner in the s=same condition as at the
beginning of the term, ordinary wear and tear excepted.

INSURANCE, RISK CF 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 so long as the Resident is unable to occupy the premises
while repairs are being made. However, at such time as the
premiges 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 ke further
responsible for paying any sums deductible under the Owner’s
insurance coverage, which the Owner would otherwise be
raquired to pay.

LIABILITY AND INDEMNIFICATION. The Owner shall not be liable

for any damages or injuries to person or property occasioned
to 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 harmless Owner from and against
any and all claims for damages or liability arising from
injury to person or property regardless of how occurring.

Furthermcre, Owner shall not be liable to Resident, his/her

3 Revised 11/10/25 kmc



15.

l6.

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
cccupancy 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 (herecinafter 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
agreements heretofcre cor hereafter entered into between the
Cwner and the Resident, and Resident shall be in default if:
(a) Any rental payment due hercunder shall at any time be in
arrears and unpaid for fifteen (15) days after receipt
by Resident of written notice making demand therefore;
cr
(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
gsuch 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,
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18.

19.

20.

and shall further be entitled to all cther 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 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 owing hereunder.

ASSIGNMENT AND SUBLETTING. Should the apartment complex be

sold or leased tc another party, Cwner shall have the right
Lo asgssign this lease to the new owner. However, Resident may
not assgsign or transfer this lease or sublet the apartment or
any part therecf without the prior written consent of the
Owner, which consent the Owner may withhold.

SUBCRDINATION. 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 hereafter 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 Resgsident on the
basis of the applicable retention schedule. Furthermore,
every effort will be made to have the mortgagee hcenor all
agreements between the Owner and Resident and continue the
apartment complex as an operating entity.

NOTICES. 2Any notice required or provided for herein shall be
deemed to have been served sufficiently or received 1f the
same shall be in writing and either hand delivered or mailed,
postage prepaid, to a party’'s present address, or to such
other address as that party may subsequently provide.

DISPOSITION OF PERSONAL PROPERTY. Upon the explration or

termination of this Agreement, Owner shall have the right,

after ten (10) days written notice, to remove, at the
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Resident’s sole cost and expense, from the premises, all of
the Resident’s personal belongings and other property
remaining therein, and tc 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 Cwner 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.

(¢} Janitcorial 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 Resident’s apartment if so desired by Resident.

(e) Laundry. Twice each week, Resident’s flat laundry will
be picked up outside the door of Resident’s apartment,
cleaned and returned.

(f) 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 ke 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
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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.

(J} Storage Facilities. Owner shall provide, at Resident’s

sole risk, reasonable storage space for Resident’s
belongings other than furniture and other household
furnishings.

{k) Recreational Facilities. Recreational facilities are

available for Resident’s use con first come / First served
basis.

(1) Basic Cable TV Service. Basic Cable TV service is

provided by the Owner. Additional services can be
purchased by the Resident.
The following are available at the resident’s expense:
Guest Meals
Beauty/ Barber Shop
Accommedations for overnight guests

Dry cleaning pick-up and delivery
Daily delivery of local and national newspapers

ENTIRE AGREEMENT AND AMENDMENT. This BApartment 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 modificaticn of

this Agreement shall be binding unless evidenced by an
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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)

(c)

In accordance with N.C.G.S. $58-642-175(a) (1), Resident
may rescind this Agreement within thirty (3C) days
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.S. §58-64A-150.
Furthermore, Resident is hereby notified that he/she is
not required to move into the apartment described below
prior to the expiration of the thirty day period
described herein.

In accordance with N.C.G.S. §58-64A-175(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 tc the resident or their Legal
Representative within 30 days of nctification to the
facility.

In accordance with N.C.G.S. §58-64A-175(a){3), if an
executed contract 1s rescinded or cancelled under the
terms cof this contract, or for contracts canceled before
a living unit is available for occcupancy by the first
resident of a living unit, all unearned fees and deposits
will be fully refundable to the Resident or their Legal
Representative within 30 days of notificatioen to the

facility.
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(d)

(g}

(1)

In accordance with N.C.G.4. §58-64-175A(a) (4), any
refund due to the Resident for reasons not provided in
this section shall be computed in accordance with the
terms of this Agreement.

In accordance with N.C.G.S. §58-64A~-175(b) (3), Owner
will follow the following procedure to change resident’s
accemmodations, 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 Oak Creek will be
made after consultation with you and, when appropriate,
with your family or designee. Oak Creek’s decision will
be binding.

In accordance with N.C.G.9. §58-64A-175(b) (8), Resident
has no property rights hereunder.

In accordance with N.C.G.S. §58-64A-175(b) (9), Oak
Creek’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 Cwner hereunder, in the event
of the voluntary absence of the Resident Ffrom the
premises, will nevertheless be due and payable as
otherwise provided for herein.

In accordance with N.C.G.S. $58-64A-175(b) (10}, 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 oOak
Creek,.

In accordance with N.C.G.S. §58-64A-360C {(a)-(c), ™“The
board of directors or other governing body of a provider

or its designated representative shall hold semiannual
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25.

meetings with the residents of each continuing care
retirement community operated by the provider in this
State for free discussions of subjects, including, but
not Ilimited to, income, expenditures, and financial
trends and problems, and proposed changes in policies,
programs, and services as they apply to the provider,
the continuing care retirement community, and the
continuing care retirement community’s residents. At
least one independent member of the board of directors
or other governing body of the provider shall attend the
semiannual meetings in person. A provider may apply to
the Commissioner for a waiver from the requirement of
this subsection based on unique circumstances. Residents
shall be entitled to at least seven days’ advance notice
of each meeting. The agenda and any materials that are
distributed at the meetings shall remain available upon
request to residents for at least 60 days after each
semiannual meeting.”

APPLICABLE LAW. This Apartment Rental Agreement shall be

governad by and construed according to the laws of the State
of Necrth Carclina.

BINDING EFFECT. - This Apartment Rental Agreement and all

termz, covenants and conditiong herein contained, shall
extend to and be binding upon the parties hereto and upon
their regpective heirs, administrators, successors,

executors, and assigns.
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NOTICE

BECAUSE THE AUTHORITY TO ENTER INTO CONTINUING CARE CONTRACTS
GRANTED BY THE NORTH CAROLINA DEPARTMENT OF INSURANCE IS NIETHER
A GUARANTEE OF PERFORMANCE BY THE PROVIDER NOR AN ENDORSEMENT OF
ANY CONTINUING CARE CONTRACT PROVISION, PROSPECTIVE RESIDENTS MUST
CAREFULLY CONSIDER THE RISKS, BENEFITS, AND COSTS BEFORE SIGNING
A CONTINUING CARE CONTRACT AND ARE STRONGLY ENCOURAGED TO SEEK
FINANCIAL AND LEGAL ADVICE BEFORE DOING SO.

RESIDENT ACKNOWLEDGES THAT HE/SHE HAS READ THIS AGREEMENT BEFORE
SIGNING, UNDERSTANDS ITS CONTENTS, AND AGREES TO ABIDE BY ALL OF
ITS TERMS AND PROVISIONS.

IN WITNESS WHEREOF, the undersigned have hereunto set their hands

and seals as of the date and vyear first above written.

NHC Healthcare Burlington, LLC
d/b/a ORK CREEK APARTMENTS

By:

(Name and Title)

(SEAL)

(Resident)

16 Revised 11/10/25 kme



STATE CF NORTH CAROLINA ) APARTMENT RENTAI AGREEMENT

)
COUNTY OF ALAMANCE ) {WITH RETENTION SCHEDULE INCIUDED})

THIS AGREEMENT, made and entered into as of the
day of , 20 ; by and

between NHC Healthcare Burlington, LLC, a corporaticn doing
business as Oak Creek Apartments hereinafter referred to as

“Owner” and ; a resident of the

State and County aforesaid, hereinafter referred to as
“Resident.”
WITNEUSSET B:

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 0Oak Creek Apartments, Burlington, North
Carolina (hereinafter called the “premises,’” “complex,” or
“apartment complex”) for Resident’s sole occupancy, according to
the following terms, covenants, and conditions:
1. TERM. The term of this Agreement shall begin on the

day of r 20 , and end upon

the first of the following to occur:

(a) The last day of the month following the Resident’s death,
cr at such time thereafter as the Resident’s belongings
have been remcved 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:

{1) 1is socially incompatible with the Owner’s
employees, other residents, or guests:;

(1i) has demonstrated possible emoticnal instability.
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{(iii)poses a risk to the 1life and well-being of

(iv}

(v)

(vi)

him/herself or others;

has destroyed, or attempted to destroy, property
belonging to the Owner, him/herself or others; or
fails to fully comply with all terms and provisions
contained in this Agreement; or

has acted in any other unreascnable fashion or
poses for the Owner, its employees, residents or
guests, any other unrecasonable or unnecessary

risks; or

(d) The last day of any month prior to which the Resident

has given to the Owner;

(1)

(i1)

In the event the Resident is to be transferred,
based upon written medical certification, to a
hospital or to White Oak Manor - Burlington Nursing
Center, at least ten (10} days prier written
notice; or

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

(e)

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 apartiment, or
a substantial portion of the complex, is acquired
through condemnation proceedings, making it such,

under the circumstances, that the apartment is no
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longer reasonably fit for its intended use.

Notwithstanding any other provision hereof, this

Agreement shall remain 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. Furthermcre, 1f this
damage was caused by someone other than Resident,

Cwner's enﬁitlement to the Retention Deposit

described in paragraph 2 hereof shall abate.

However, once the apartment is repaired and made

available to Resident, COwner’s entitlement to

Resident's Retention Deposit shall resume.

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 -

- Burlington 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 contained, including
those pertaining to rental payments, have been {and are

then being) fully compliesd with.
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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
(11} above, the Owner may, but shall have no legal duty
to, waive the requirement regarding written notification
based upon terms and conditions mutually agreeable to
beth Owner and Resident.

RETENTION DEPCSIT. At the time of executing this Agreement,

Resident has paid to the Owner a Retention Deposit of

Subject to the Retention Schedule

herein contained, all such monies paid by the Resident to the
OQwner shall remain the property of the Resident. However,
periodically, as provided by the Retention 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 owner 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
absolute right to use the entire fee as the Owner may, in its
sole judgment, determine and shall be solely entitled to all
benefits derived therefrom, including all interest earned

thereon.
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The Retention Schedule ig as follows:

LENGTH OF OCCUPANCY AMOUNT AMOUNT
RETAINED REFUNDED

Upon Occupancy 20% 80%

1 year (prorated daily) 40% 60%

2 Years (prorated daily) 60% 40%

3 Years (prorated daily) 80% 20%

4 Years (prorated daily) 100% 0%

In 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
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 wvirtue of
Regident’s death,  Resident ar his/her 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
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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 current
apartment.
MARRIAGES. If a current resident(s) of 0Qak Creek becomes
married, the rent will increase based on the rent schedules
in effect at that time for two persons. No additicnal deposit
is required and the balance outstanding on any depcsit{s)
will continue to amortize in accordance with each Resident’s
original Rental Agreement. A new Rental Agreement will be
negotiated between Oak Creek and the spouses as Residents.
Other than for medical reasons there are no qualilfying
requirements for a spouse to mest as a condition for entry.
In the event the spouse does not medically qualify for
admisgsion, the agreement will terminate and alternate
placement will be required.
RENT. Tn addition to paying the Retention Deposit provided
for above, Resident also agrees to pay monthly rental to the

Owner in the amount of ;, sald rent to be payable

in advance on or before the first day of each month for which

due and owing, provided, however:
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{b)

(c)

The rent for a partial month at the beginning of the
term shall be prorated;
Although the Owner will attempt to keep rental increases
to a minimum,- during any calendar year following the
first full calendar year of this Agreement, the Owner
may, due to an ingrease in the cost of operation, or for
any other reason, upon thirty (30) days prior written
notice to the Resident, increase once a year only the
monthly rental payable hercunder so long as the sum of
the increases in monthly rental during any calendar year
does not exceed the greater of:
(i) 8ix (6%) percent of the average monthly rental
during the preceding calendar year; or
(i1} 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 TItems Figures for Urban Wage FEarners 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.
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 monthly payment) which sum shall be
immediately due and payable and collectible as

additional rent.
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USE OF APARTMENT; COMPLIANCE WITH RULES AND REGUIATIONS;
SMOKING POLICY. Resident will make no unlawful or 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 other persons as may be authorized. In
additicn, 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 as
on the Oak Creek 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 Oak Creek
property or by allowing anycne 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 18 of this Agreement, including eviction and
reimbursement of Owner’s costs, expenses and attorney’s fees.
Notwithstanding the foregoing, Resident further acknowledges
that this tobacco policy deces 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 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
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by Resident to Resident’s exclusive use, enjoyment or
possession.

CARE, OF APARTMENT AND REPAIRS. Resident will take good care

of the apartment and common areas and will repcrt promptly to
Owner any repairs which may be needed. Owner shall keep and
maintain the apartment in tenable conditicn 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 Cwner for repairs attributable to Resident’s
abuse or mistreatment 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 kesep any pets or animals of any kind
anywhere upon the premises withcut the pricr written consent
of the Owner. Even after the Owner's consent has been given,
this consent may be reasonably withdrawn by the Owner
according to its scle judgment and discretion based upon what
it believes to be in the best interest of the complex and the
other residents. A $500 pet fee is reguired 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,
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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 to 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 responsiblé for insuring Resident’s bersonal
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 promptly 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 coverage, which +the Owner would otherwise be
reguired to pay.

LIABILITY AND INDEMNIFICATION. The Owner shall not be liable

for any damages or injuries to person or property occasioned
to 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 harmless Owner from and against
any and all claims for damages or liability arising from
injury to person or property regardless of how cccurring,

Furthermore, Owner shall not be liable to Resident, his/her
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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 cwned 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
cccupancy 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

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 cr 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 Cwner.

In the event of a default, Owner may at its opticn, declare

the term of this Agreement ended and repossess the Apartment,
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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 wailver of any other or subsequent default. The
Owner shall be entitled to 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 owing hereunder.

ASSIGNMENT AND SUBLETTING, Should the apartment complex be

sold or leazsed to another party, Owner shall have the right
Lo assign this lease to the new owner. However, Resident may
not assign or transfer this lease or sublet the arartment 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 hereafter affect
such leases or the real pProperty on wnich 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 hcnor 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,
pestage prepaid, to a party’s present address, or to such
other address as that party may subsequently 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
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Resident’s sole cost and expense, from the premises, all of
the Resident’s perscnal 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 additicn, 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 Resident’s apartment if so desired by Resident,

(e) Laundry. Once each week, Resident’s flat laundry will
be picked up outside the door of Resident’s apartment,
cleaned and returned.

{(f} 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
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Resident’s health, as determined by Resident’s
pPhysician, so requires.

(1) 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 +he Nursing Department will respond
to the apartment.

(J) Storage Facilities. Cwner shall provide, at Resident’s

sole risk, reasonable 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.

(1) Basic Cable TV Service, Basic Cable TV service is

provided by the Owner. Additional services can be
purchased by the Resident.
The following are available at the resident’s expense:
Guest Meals
Beauty/ Barber Shop
Accommodations for overnight guests

Dry Cleaning pick-up and delivery
Daily delivery of local and national newspapers

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 pricr or contemporaneous oral or written agreements,
répresentations, warranties or understandings with respect to
the subject matter hereof. No amendment or modification of

this Agreement shall be binding unless evidenced by an

14 Revised 11/10/25 kme



Z25.

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 Caroiina law shall apply. Specifically:

(a)

(b)

(c)

In accordance with N.C.G.8. §58-64A-175(a) {1), Resident
may rescind this Agreement within thirty (30) days
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.S. §58-64A-150,
Furthermore, Resident is hereby notified that he/she is
not reguired to move into the apartment described below
pricr to the expiration of the thirty day period
described herein.

In accordance with N.C.CG.S. §58-64A-175{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 rprecluded from occupying
a living unit in the facility, under the terms of the
contract for continuing care, the contract is
automatically canceled. All Ffees and deposits will be
fully refundable to the resident cr their Legal
Representative within 30 days of notification to the
facility.

In accordance with N.C.G.S. §58-64A-175(a) (3), if an
executed contract is rescinded or cancelled under the
terms of this contract, or for contracts canceled before
a living unit is available for occupancy by the first
resident of the Iliving unit, all unearned fees and
deposits will be fully refundable to the Resident or
their Legal Representative within 30 days of

notification to the facility.

15 Revised 11/10/25 kmc



()

(g)

(1)

In accordance with N.C.G.S. §58~-64A~175(a) (4), any
refund due to the Resident for reasons not provided in
this section shall be computed in accordance with the
terms of this Agreement.

In accordance with N.C.G.S. §58-64A~175(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 Regident or the general and
economic welfare of the residents, All decisions
regarding your permanent transfer from Oak Creek will be
made after consultation with you and, when appropriate,
with your family or designee. Oak Creek’s decision will
be binding.

In accordance with N.C.G.S. §58-64A-175(b) {(8), Resident
has no property rights hereunder

In accordance with N.C.G.sS. §58-64A-175(b) (9), Oak
Creek’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.

In accordance with N.C.G.S. §$58-64A-175(b) (10), 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 0Qak
Creek.

In accordance with N.C.G.S. §58-64A-360(a)~-(c), “The
beoard of directors or other governing body of a provider

or its designated representative shall hold semiannual
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meetings with the residents of cach continuing care
retirement community operated by the provider in this
State for free discussions of subjects, including, but
not limited to, income, expenditures, and financial
trends and problems, and proposed changes in policies,
programs, and services as they apply to the provider,
the continuing care retirement community, and the
continuing care retirement community’s residents. At
least one independent member of the board of directors
or other governing body of the provider shall attend the
semiannual meetings in person. A provider may apply to
the Commissioner for a waiver from the requirement of
this subsection based on unique circumstances. Residents
shall be entitled to at least geven days’ advance notice
of each meeting. The agenda and any materials that are
distributed at the meetings shall remain available upon
request to residents for at least 60 days after each
semiannual meeting.”

APPLICABLE LAW. This Apartment Rental Agreement shall be

governed by and construed according to the laws of the State
of North Carolina.

BINDING REFFECT. 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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NOTICE

BECAUSE THE AUTHORITY TO ENTER INTO CONTINUING CARE CONTRACTS
GRANTED BY THE NORTH CAROLINA DEPARTMENT OF INSURANCE IS NIETHER
A GUARANTEE OF PERFORMANCE BY THE PROVIDER NOR AN ENDORSEMENT OF
ANY CONTINUING CARE CONTRACT PROVISION, PROSPECTIVE RESIDENTS MUST
CAREFULLY CONSIDER THE RISKS, BENEFITS, AND COSTS BEFORE SIGNING
A CONTINUING CARE CONTRACT AND ARE STRONGLY ENCOURAGED TO SEEK
FINANCIAL AND LEGAL ADVICE BEFORE DOING SO.

RESIDENT ACKNOWLEDGES THAT HE/SHE HAS READ THIS AGREEMENT BEFORE
SIGNING, UNDERSTANDS ITS CONTENTS, AND AGREES TO ABIDE BY ALL OF
ITS TERMS AND PROVISIONS.

IN WITNESS WHEREOF, the undersigned have hereunto set their hands

and seals as of the date and year first above written.

NHC Healthcare Burlington, LLC
d/b/a OMAK CREEK APARTMENTS
By:

(Name and Title)

{SEAL)

(Resident)
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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. §§ 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
nhet proceeds from entrance fees by the sum of resident revenue and net cash proceeds
from entrance fees.” (G.S. 58-64A-1 45(1))

Annual Debt Service. “The current year's capitalized interest cost plus interest expense
and scheduled principal payments, excluding any balloon 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. 58-64A-145(3))

Cushion Ratio. “4 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. “4 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. “4 capital structure ratio 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 losses or expenses, and net cash proceeds from 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. “Tota! entrance fees received less entrance fees
refunded, and (ess initial entrance fees received for new independent living units.” (G.S. 58-
64A-5(30))

Net Operating Margin Ratio. “4 profitability ratio that measures the margin generated from
the core operations of g provider. The quotient shall be calculated by dividing resident
operating income by resident revenue.” (G.S. 58-64A-145(7))

Operating Ratio. “4 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 pe 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. 58-64A-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. “Tota! operating expenses excluding interest expense, depreciation
expense, amortization expense, and income taxes.” (G.S. 58-64A-1 45(10))

Resident Revenue. “Tota{ operating revenue excluding interest and dividend income,
entrance fee amortization, and contributions.” (G.S. 58-64A-1 45{(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-
64A-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 (i} measures a provider's ability to withstand annual
fluctuations in cash. The quotient shall be caiculated 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. §§ 98-64A-5 and 58-64A-145 (Session Law 2025-58). If the
statutory definitions are amended, the statute as amended controls.
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