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

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

periods
Ratio FY-2 FY-1 FY FY+1 FY+2 FY+3 25“,': /5 5 0":" /DC: 75:11': /g
DCOH N/A .00 .07 1.66 1.59 1.53 — —_ —
CUSH N/A N/M N/M N/M N/M 2.15x — — —
OR N/A  90.2% 98.6% 92.7% 92.6% 82.6% — — —
NOM N/A 4.7% 2.4% 2.4% 2.6% 2.6% —_ _ —
NOM-A N/A 6.4% -4.5% 4.4% 4.6% 4.6% — — —
DSCR N/A N/A N/A N/A N/A N/A — — —
CD N/A N/A N/A N/A N/A N/A — -— —_
CED N/A 1.42x 0.49x 0.49x 0.64x 0.64x —_ — —

Liquidity Ratios:

Profitab

Days Cash on Hand (DCOH). Number of days the provider could pay its normal cash operating
expenses using unrestricted cash and investments. More days generally means stronger liquidity.
Cushion Ratio (CUSH}. Number of times the provider’s unrestricted cash and investments could
cover one year of debt service. Higher values mean more resources to pay debt service.

ility Ratios:

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

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

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

Capital Structure Ratios:

Debt Service Coverage (DSCR}. Measures the provider's ability to pay annual debt service from
operations and net entrance fee cash. Higher values indicate greater ability to pay debt service.
Unrestricted Cash & Investments to Long-Term Debt (CD). Compares unrestricted cash and
investments to long-term debt. Higher values indicate more unrestricted cash and investments
relative to debt.

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

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

' NC Provider Quartiles. Values will be compiled annually by the North Carolina Department of Insurance,

stratifi

ed by community model (Entrance Fee, Rental, Equity}, and are expected to be available in late 2026,
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1. Provider ldentification

Legal Responsibility for Continuing Care

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

contracts.
Item
Legal Provider Name:
Doing Business As {DBA):
Business Address:
Telephone Number:

Legal Entity Type:

For-Profit / Nonprofit Status:

Federal Tax Status:

Ownership Type:

Tax Filing Status:

Information

NHC HealthCare/Tryon, LLC

White Oak Village Apartments

70 Oak Street, Tryon, NC 28782-1535
(828) 859-9161

For profit limited liability company organized under the
{aws of North Carolina

For profit

NHC HealthCare/Tryon, LLC, an affiliate of National
HealthCare Corporation (*NHC”}, is taxed based on its
parent company classification, C Corporation.

A North Carolina Limited Liability Company, owned
100% by NHC/OP, LP which is cwned 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.

Current on all required federal and state tax filings



Item Information

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

2. Organizational Structure

2.1 Multi-Entity Organization Status

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

2.2 Consolidation of Financial Statements

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

2.3 Controlling Person

Item Information

Name: National HealthCare Corporation
Business Address: 100 E. Vine Street, Murfreesboro, TN 37130
Telephone Number: (615) 880-2020

2.4 Company Structure Chart

The organizaticnal 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.

Nutritional NHC

Support HealthCare/Tryon, LLC
Services

L Network
Pharmacy WO,

LLC

Accessible Text Equivalent:

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

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

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

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

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

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

3. Key Persons and Management Personnel

Definitions (for purposes of this Section):

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



¢ Adverse Disclosures: Any conviction of or plea of nolo contendere to a felony
charge; any final judgment in a civil action for fraud, embezzlement, fraudulent
conversion, or misappropriation of property; any currently effective injunctive or
restrictive court order; or any suspension or revocation within the past five years of a
state or federal license or permit as a result of governmental action. If none, the
provider discloses “None.”

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



Name / Role

Gregory J. Forsey,
Managerof LLC

Allison Burwin,
Assistant Vice
President, NHC
Assisted and
Independent Living

Stephen F. Flatt,
Chief Executive
Officer and
President

Timothy i. Shelly,
Senior Vice
President and
Principal Operating
Officer

Education

B.S.
Finance/Management,
University of Maryland
{MD)

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

B.A. degree from
David Lipscomb
College (TN); M.S. and
Ph.D. from George
Peabody College of
Vanderbilt University
{TN)

BBA from Belmont
University {TN)

Experience

30 + years in senior-
living operations;
former Nursing Home
Administrator, SVP of
Operations and Chief
Operating Officer,
CCRCs and SNFs.

30+ years in senior
living operations, prior
nursing home
administrator and
Regional Vice
President of SNF
operations.

20+ years in senior
living operations;
former Senior Vice
Fresident of
Development.

34+ years in senior
living operations;
former CCRC
Executive Director for
over 20 years and
Regional Vice
President.

Length of Service

2 years 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 Qak
Management, Inc.
{prior cwner of CCRC)
for 5 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

9years 8 months
(since 01/01/2017);
serves as CEO and
President of National
HealthCare
Corporation.

2 years 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

Brian F. Kidd, Senior
Vice President and
Chief Financial
Officer

Education

B.S. degreein Nursing
from Austin Peay
State University (TN)

B.S. degreein
Computer Science
from Lipscomb
University {TN)

B.S. in Accounting
from Middle
Tennessee State
University (TN)

Experience

40+ years in senior
living operations;
former staff nurse,
Director of Nursing,
Regional Nurse,
Electronic Health
Record Director,
Comprehensive
Patient Care Software
(CPCS) user analyst
and Assistant Vice
President, Patient
Services.

32+ years in health
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
Corporation.

9 years 7 months
(since 02/13/2017);
serves as Senior Vice
President and Chief
Information Officer of
National HealthCare
Corporation.

3 years 4 months
{since 05/31/2023);
serves as Senior Vice
President and Chief
Financial Officer of
National HealthCare
Corporation.

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



3.2 Community Management - White Oak Village Apartments

Name / Role Education Experience Length of Service
Patricia C. Fisher - Bachelor of Science 24 years of experience 1year and 7 months
Executive Director Western Carolina in senior living {since 02/01/2005) as
University communities Apartment Director.
including

Recreational
Therapist, Member
Service Director and
Assistant Apartment
Director.

Business Address: 70 Oak Street, Tryon, NC 28782-1535

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

Richard F. LaRoche,
Jr. - Independent
Director

Lisa Piercy, MD -
Independent
Director

Education

B.S. Middle Tennessee
State University

B.S. from Middle
Tennessee State
University and an M.D.
degree from the
University of
Tennessee

B.A. from Lipscomb
University

Medical degree from
Case Western
Reserve University,
Master’'s Degreein
Public Health and
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
Medicine; MBA Bethel
University

Experience

Former President and
CEQC

Retired general surgeon

Previous Administrator
of an CCRC. President
of a multilocation
financial services
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
investrment firm, former
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)

7 months (since
02/12/2026)

7 months (since
02/12/2026)

22 yearsand 5
months {since
04/22/2004)

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

9 months (since
11/6/2025)



Name / Role Education Experience Length of Service

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

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
Qutside 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 30yearsasa 2 months (since
President University nursing heame 07/07/2026)

administrator

Lynn Knott - UT HeatthCare Over 30 years’ 2 months (since
Assistant Vice Science Center, experience 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 QOutside 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/Tryon, 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/Tryon, LLC, an affiliate of National HealthCare Corporation, is the
licensed operator of the referenced CCRC. NHC HealthCare/Tryon, LLC is a manager
managed North Carolina for profit limited liability company. The Manager is Gregory

9



Forsey. National HealthCare Corporation “NHC” is a for profit corporation with a strong
senior [eadership 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/Tryon, LLC and its parent company are responsible for the overall
direction and oversight of operations, financial condition and resident welfare.

Its duties include:

1.

10.

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 severalindices of
the facility’s progress.

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

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

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

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

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

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

Reviewing and approving budgets and financial reports.

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

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

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

4.1.1 Selection of Members

NHC HealthCare/Tryon, 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
successor is elected.

4.1.2 Oversight of Management and Operations

The Manager of the LLC and Regional Assistant Vice President delegates day-to-day
operations of White Oak Village to the Executive Director. The Manager and Regional
Assistant Vice President maintain oversight through:

« Regularreview of financial and operating reports.
s Approval of major contracts, capital projects, and debt issuances.

« Quarterly meetings and periodic committee reports.

4.2 Controlling Person Governing Body

NHC HealthCare/Tryon, 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:

e Appointing the managers of NHC HealthCare/Tryon, LLC.

+ Approving system-wide budgets and consolidated audits.

« Coordinating policies.

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

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

4.2.1 Selection of Members

National 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 Directions serve a three-year term, with eligibility for reappointment.

4.2.2 Oversight of Management and Operations
The Boards responsibilities and Oversight include:

e Strategic Planning - Reviewing and approving long-term strategic plans and annuat
operating plans and monitering the implementation and execution of those plans;

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

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

11



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

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

4.2.3 Committees

National HealthCare Corporation Board Standing Committee:

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

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

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

4.3 Division of Responsibilities

To avoid duplication and ensure effective oversight:

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

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

5. Related Parties

NHC HealthCare/Tryon, 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/Tryon, 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 - Tryon nursing facility.

12



» Actual/Probable Cost: The value of the goods purchased by White Oak Manor —
Tryon varies from year to year. For the year ending 12/31/25, the total value was
approximately $261,610.00

6. Relationships with Religious, Charitable, or Other
Organizations

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

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

8. Obligated Groups

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

9. Debt Covenants and Compliance

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

10. Third-Party Management Arrangements

NHC HealthCare/Tryon, LLC does not employ a third-party manager to operate White Oak
Village Apartments.

11. Real Property Leases

NHC HealthCare/Tryon, 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 deoes not have access to
endowment funds through a related party.

13. Description and Location of the Community

NHC HealthCare/Tryon, LLC operates White Oak Village Apartments located at 70 Oak
Street, Tryon, North Carolina 28782-1535. The 5.93-acre site includes 101 apartments, all
with ground floor entrance, and a 70-bed nursing facility and 18 bed adult care beds.

White Oak Village combines beauty, dignity, and security to create a remarkably attractive
atmosphere. There are 101 one- and two-bedroom apartments carefully planned to provide
convenience, safety, and privacy at White Oak Village.

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

The White Oak Manor - Tryon nursing center is a licensed 70-bed Medicare and Medicaid
certified nursing facility staffed 24-hours a day with health professionals. The facility is also
licensed for 18 Adult Care Home Beds which are located within White Oak Manor-Tryon.

Physical, speech and occupational therapists are available to apartment residents.
Activities at White Oak Village 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, White Oak Village and White Oak Manor-Tryon include:
e 101 independent living units/apartments
e 18 Adult Care Beds
e 70 skilled nursing beds

Currently of the 101 apartments, one apartment is being utilized for office space and
another is a model/guest apartment.

15. Continuing Care at Home Program
NHC HealthCare/Tryon, 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 White Oak Village Apartments
under continuing care contracts was as follows:

e 121 residents in independent living
¢ 16 residentsin adult care
e 63 residents in skilled nursing

As of December 31, 2025, the community maintained a waitlist for admission to
independent living consisting of 256 individuals. Individuals on the waitlist are prospective
applicants and are not residents of the community unless and until they have executed a
continuing care contract and commenced residency.

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

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

17. Occupancy Rates

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

Tabte 17.1 - Historical Occupancy Rates {12-Month Daily Average)

Fiscal Year-End | Independent Living (%) | Assisted Living (%) | Skilled Nursing (%)
12/31/2025 98.0% 65.1% 91.6%
12/31/2024 95.0% 69.9% 84.5%
12/31/2023 98.5% 65.0% 80.7%
12/31/2022 97.2% 57.7% 78.4%
12/31/2021 96.4% 46.0% 72.0%

18. Semiannual Resident Meetings

NHC HealthCare/Tryon, LLC holds meetings with residents of the White Oak Village
Apartments at least twice each year, as required by law.
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Fiscal Year 2025 Meeting Dates
s January 22, 2025
s February 19, 2025
* March 19, 2025
s April16, 2025
s May13, 2025
s June17,2025
e July 186, 2025
e August 20, 2025
s September17, 2025
s October 15, 2025
+ November19, 2025

Patricia Fisher, Executive Director, was present at all meetings 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 White Oak Village
Apartments. Residency and access to services are governed solely by the continuing care
contract.

20. Services Provided Under the Contract

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

20.1 Health Care Services

Residents of White Oak Village Apartments have access to skilled nursing and aduit care
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 White Oak Village Apartments campus receive the following
services as part of their monthly fees, with additional services available at an extra charge.

20.2.1 Services Included in Monthly Fees
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e One daily mealin the community dining room {independent living; three daily meals
in adult care and skilled nursing)

« Bi-weekly housekeeping
» Weekly linen service in conjunction with the on campus skilled nursing facility
» Scheduled local transportation
« Basic utilities, including electricity, water, heating, air conditioning, and basic cable
» Social, cultural, and recreational programming
« Care coordination for transitions between levels of care
20.2.2 Services Available at Additional Charge
o+ Guestmeals
» Expanded television, internet, and telephone packages
» Salon and barber services
« Special transportation outside scheduled routes

+ Concierge services and private duty care

20.3 Delivery of Services

Core residential, adult care and skilled nursing services are provided directly by NHC
HealthCare/Tryon, LLC. Centain therapies {physical, occupational, and speech) are
furnished under contract with independent third parties.

21. Resident Fees

Nonancillary fees at White Oak Village Apartments consist of required, ongoing fees such
as retention fee deposits, monthly service fees, and transfer fees. The following tables
show current fee schedules, along with historical information on retention fee deposits and
monthly fee increases over the past five fiscal years. Narrative explanations of household
compositicn 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 White
Qak Village Apartments campus.
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Table 21.1: Current Monthly Fees (CCRC Contracts)

Unit Type Single Occupant Double Occupant

Independent Living — One Bedroom $1,165 $1,535
With Retention Deposit

Independent Living - Two Bedroom $1,460 $1,835
With Retention Deposit

Independent Living - One Bedroom $1,675 $2,250
Straight Rental Plan

Independent Living — Two Bedroom $1,990 $2,540
Straight Rental Plan

Adult Care (private pay) $5,730 $N/A

Skilled Nursing {private pay) $9,600 $8,670

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

Although White Oak Village will attempt to keep rental increases to a minimum, during any
calendar year following the first full calendar year of this Agreement, White Oak Village may,
due to anincrease in the cost of operation, 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 year does not exceed the greater
of:

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

(il 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
ltems 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
successorindex.
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Table 21.2: Historical Increases in Monthly Fees (CCRC contracts)

Fiscal Year-End Average % Increase | Average $ Increase Frequency
12/31/2025 5% $87 | Every Other Year
12/31/2024 No Increase No Increase No Increase
09/30/2023 5.1% $83 | Every Other Year
09/30/2022 No Increase No Increase No Increase
09/30/2021 5.0% $78 | Every Other Year

Table 21.3: Current Retention Deposits (CCRC Contracts)

Unit Type Retention Deposit Retention Deposit
{1BR) (2BR)
independent Living — Apartment $25,000 $30,000
Table 21.4: Historical Increases in Retention Depuosits (CCRC contracts)
Fiscal Year End Average % Increase | Average $ Increase Frequency
12/31/2025 No Increase NoIncrease | Nolncrease
12/31/2024 No Increase NolIncrease | Nolncrease
09/30/2023 No Increase No Increase | No Increase
09/30/2022 No Increase No Increase | No Increase
09/30/2021 No Increase No Increase | No Increase

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

If a current resident(s) of White Oak Village becomes married, the rent will increase based
on the rent schedules in effect at that time for two persons. No additional depositis
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 White Oak Village and the husband and wife as Residents. Other
than for medical reasons there are no gualifying 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

A transfer 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 requestis
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 White Oak Village 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 payable upon termination of the contract or the death of the resident. These
contracts therefore do not create refundable retention fee obligations beyond the initial
amortization period. Under these contracts, a portion of the original retention fee is
refundable when a resident permanently vacates their independent living unit, provided
that all other contractual conditions for a refund have been satisfied. Refunds are payable
within 30 days after these conditions are met. The primary source used to satisfy
refundable retention fees is operating cash flow and/cr 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
0 $0
0 $0
0 $0

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

be satisfied in accordance with contract terms.

23. Financial Hardship Policies

23.1 Policies for Residents Unable to Pay

NHC HealthCare/Tryon, 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/Tryon, LLC may terminate a continuing care contract:

s Before occupancy or commencement of services, if:

o The applicant fails to0 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 contract terms; or

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

24.2 Resident-Initiated Cancellation

A resident may cancel a contract under the following circumstances:

Before occupancy or commencement of services:

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

After occupancy or commencement of services:

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

24.3 Refunds Upon Cancellation

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

Nonrefundable portions of retention fees are retained by NHC HealthCare/Tryon,
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:

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

After occupancy or commencement of services:

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

A living unit at White Oak Village may be reassigned to a new resident under the following
circumstances:
25.1 Resident-Initiated Vacating

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

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

25.2 Provider-Initiated Vacating

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

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

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

25.4 Refunds

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

26. Resident Relocation

Residents of White Oak Village 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

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

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

26.2 Provider Needs

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

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

26.3 Process

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

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

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

26.4 Financial 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 White Oak Village Apartments is subject to both health and financial
screening at the time of application.
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27.1.1 CCRC Contracts

Financial Standards: Applicants must demonstrate sufficient resources to
reasonably cover the retention fee and projected monthly fees for the chosen living
unit.

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 tiving and may require admission to a higher level of care, if available. If
no suitable accommodation is available orif the applicant no longer meets entry
requirements, the contract may be canceled and fees refunded in accordance with
Section 24 — Contract Cancellation and Refund Policies. If a material change in
financial condition occurs before occupancy (such as loss of income or assets
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 White QOak Village Apartments under a
continuing care contractis 55 years.

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

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

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

28.3 Special Conditions

e 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 compaosition.

29. Reserve Funding and Refund Security

29.1 Cash and Investments

Liquidity is managed centrally by National HealthCare Corporation (NHC), with
substantially all unrestricted cash, cash equivalents, and marketable securities
maintained at the parent company level rather than at the individual community level. As a
result, facility-level cash balances and Days Cash on Hand ratios are not indicative of the
liguidity 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/Tryon, LLC and its parent held $255.8 million
in unrestricted cash and investments. Within this balance, $550,000 has been designated
by NHC HealthCare/Tryon, 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, White Oak Village’s 12-month rolling average independent living
unit occupancy was 98%. Based on this level of occupancy, the required statutory
operating reserve was 25% of projected operating costs for the next 12 months.

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

Component Amount
Total projected operating expenses $11,586,617
Add: Debt service {principal and interest) $0
Less: Principal and interest (covered by Debt Service Reserve Fund) (0)
Less: Depreciation and amortization (584,174)
Less: DOl Approved SNF Expense Exclusion Limited to Cross-Over Usage (8,994,856)
Net projected operating costs $2,007,587
Applicable reserve percentage based on occupancy 25%
Required operating reserve $501,897
Unrestricted cash & investments on hand $510,886
Excess above required reserve $8,989

Summary: The required statutory operating reserve was $501,897. NHC HealthCare/Tryon,
LLC held $510,886 in assets limited to use investment account, providing an excess
cushion of $8,989 above the statutory minimum. White Oak Village uses a DOl approved
alternate calculation which excludes skilled nursing cost not attributed to independent
living residents’ usage.

29.4 Refund Security (Retention Fee Refunds)

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

30. Expansion and Renovation Plans

NHC HealthCare/Tryon, 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/Tryon, LLC, forthe fiscal year ended December
31, 2025, were audited by Deloitte & Touche LLP (Nashville, TN).

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

» Audit Opinion: The independent auditor issued an unqualified opinion (a “clean”
audit opinion} on the consolidated financial statements.

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

32. Audited Financial Statements

The audited consolidated and location specific financial statements of NHC
HealthCare/Tryon, LLC, NHC HealthCare/Burlington, 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 balance
sheet, statement of operations, statement of cash flows, and accompanying notes, and
have been prepared in accordance with generally accepted accounting principles (GAAP).

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

33. Five-Year Prospective Financial Statements

Forecasted statements including NHC HealthCare/Tryon, 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 resuits for NHC
HealthCare/Tryon, 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/Tryon, LLC against the prospective financial statements
filed in the prior year. Variances included both financial line items and key assumptions,
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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 Wages and
Other Liabilities (D)

Projected
Amount

$650,000

$605,049

$0

$207,567

Actual
Amount

$2,181

$484,646

$765,191

$514,771
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Variance

($647,819)

($120,403)

+$765,191

+$307,204

Explanation

Cash balances were adjusted to
reflect actual facility-level
balances at year-end. The
forecast was based on how cash
was recorded in the prior year,
before these adjustments. White
Qak facilities use zero-balance
accounts, with all cash held at
corparate.

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
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
Qak'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.

Accrued wages were higher than
forecast due to the timing of pay
dates. The number of accrued



Category

Intercompany
Accounts (E)

Nursing Services (F)

Employee Benefits
(G)

Projected
Amount

$1,057,843

Actual
Amount

$0

$3,837,950 $4,670,236

$1,169,760

$626,707
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Variance

($1,057,843)

+$832,286

($543,053)

Explanation

days was 8 in 2024 compared
with 21 in 2025. This unusual
difference was not reflected in
the forecast.

CMS/Palmetto GBA was still
processing the Change

of Ownership (CHOW/855).
Until the CHOW was processed
and approved, banking
information could not be
updated. Payments continued to
be sent to White Cak's former
bank accounts and had to be
transferred manually. This
balance represents the amount
awaiting transfer at month-end;
these timing-related batances
are difficult to forecast.

The SNF has experienced
staffing challenges for the past
several years and relied on
staffing-agency personnel for
most of the year, adding at least
$463,000 in costs. An assistant
director of nursing was also
added during the year,
increasing costs by another
$61,000. Additional resources
have been provided to the facility
as part of a renewed effort to
address these staffing issues.

Expenses were lower than
forecast due to fewer covered
employees. In addition, NHC's
insurance plan cost less than
the legacy White Oak policy
used through 2024 as the basis
for the forecast.



Category

Generaland
Administrative (H)

Accounts Receivable
—Cash Flow {l)

Intercompany
Accounts Receivable
—Cash Flow (J)

Accounts Payable -
Cash Flow (K)

Projected
Amount

$1,653,993

($99,842)

$0

$157,051

Actual
Amount

$1,483,766

$159,505

$142,202

($94,928)
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Variance

($170,227)

+$259,347

+$142,202

($251,979)

Explanation

The forecast appears to have
been based on a shortened year.
Transition-related costs incurred
during that period may have
caused the forecast to overstate
ongoing costs.

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
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
Qak's former bank accounts and
had to be transferred manually.
This balance represents the
change in the amount awaiting
transfer at month-end; these
timing-related balances are
difficult to forecast.

Accounts payable decreased
from the prioryear 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



Category Projected Actual Variance Explanation

Amount Amount
adequate cash levels allowed
payments to be made on time.
Accrued Wages and $41,961 $349,166  +3$307,205 Accrued wages were higher than
Other Liabilities — forecast due to the timing of pay
Cash Flow (L) 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 beginning in late 2026.

For the tables below, FY = the most recent fiscal year end.

Full statutory text of definitions is provided in Appendix F.

35.1 Liquidity Ratios

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

Cushion Ratio (CUSH). Number of times unrestricted cash and investments could cover
one year of debt service. Higher vatlues 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 0.07 1.66 1.58 1.53
CUSH N/A N/M N/M N/M N/M 2.15x

Narrative - Provider Only:
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Ligutdity 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
liguidity 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.

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

Table 35.2: Liquidity Ratios - NHC

Ratio FY-2 FY-1 FY FY+1 FY+2 FY+3
DCOH 76.40 66.89 69.44 N/A N/A N/A
CUSH N/M 13.63x 26.59x N/A N/A N/A

35.2 Profitability Ratios

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

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

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

Table 35.3: Profitability Ratios - Provider Only

Ratio FY-2 FY-1 FY FY+1 FY+2 FY+3
OR N/A 90.2% 98.6% 92.7% 92.6% 92.6%
NOM N/A 4.7% -4.5% 2.4% 2.6% 2.6%
NOM-A N/A 6.4% -1.7% 4.4% 4.6% 4.6%

Narrative - Provider Only:
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Management projects a return to positive operating margins beginning in FY 2026 as
revenues grow and operating efficiencies continue to improve results. The SNF has been
focused on eliminating contract labor to reduced elevated labor cost. Management
believes nursing labor expenses will be reduced in 2026 and the facility will return to a
positive operating ratio.

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 to
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 FY-1 FY FY+1 FY+2 FY+3
DSCR N/A N/A N/A N/A N/A N/A
Ccb N/A N/A N/A N/A N/A N/A
CED N/A 1.42x 1.55x 0.49x 0.63x 0.64x

Narrative - Provider Only:

The provider maintains healthy coverage and is gradually deleveraging as long-term debt
amortizes.

Capital-expenditure ratios remain at or above 1.0x, indicating adequate reinvestmentin
campus infrastructure.

35.4 Overall Summary

Tryon's liquidity is supported through the centralized cash management structure of
National HealthCare Corporation (NHC). While FY 2025 operating results were negatively
impacted by margin pressure, projected results indicate improved operating performance
beginning in FY 2026. Management expects occupancy growth, revenue increases, and
continued operating efficiencies to restore positive margins and strengthen overall
financial performance through FY 2028.
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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/Tryon, 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/Tryon, 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.

39. Contract Forms and Attachments

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

39.1 Continuing Care Contracts

NHC HealthCare/Tryon, 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. |n addition, the refundable portion of the retention fee
decreases on a yearly basis and amortizes to 0% after a four-year period. Once the
amortization period has elapsed, no refund is payable upon termination of the
contract or the death of the resident.

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

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

[Placeholder — Insert Audited Financial Statements for Fiscal Year Ended December 31,
2025]
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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

Auditors' Responsibilities for the Audit of the Combined Financial Statements

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

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

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

e 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 reasonable period of time.

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

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

CliftonLarsonAllen 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)

COMBINED BALANCE SHEET
DECEMBER 31, 2025

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Patient Accounts Receivable
Allowance for Credit Losses
Patient Accounts Receivable, Net
Intercompany 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 Payabie

Total Other Liabilities

Total Liabilities
SHAREHOLDERS’ EQUITY
Retained Earnings

Total Shareholders’ Equity

Total Liabilities and Shareholders' Equity

See accompanying Notes to Combined Financial Statements.

$

12,133
4,154,922
(517.295)

36376827
1,315,402
298,722

5,263,884
1,067,634

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

52,542,257

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

58,863,675




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 4,276,695
Social Services 508,482
Activities 470,383
Medical Records 146,200
Laundry and Linen 605,079
Housekeeping 1,333,423
Facility Operations and Maintenance 2,593,716
Depreciation 1,766,446
Interest Expense 105
Property 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.
(4)



NHC HEALTHCARE, TRYON, LLC
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 $ 1,940,760
Net Income 3,034,251 3,034,251
BALANCE - DECEMBER 31, 2025 $ 4975011 § 4975011

See accompanying Notes to Combined Financial Statements.
(5)



NHC HEALTHCARE, TRYON, LLC

NHC HEALTHCARE, BURLINGTON, LLC, AND

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

COMBINED STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2025

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

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

Cash and Cash Equivalents - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR

See accompanying Notes to Combined Financial Staterments.

&)

s

3,034,251

1,766,446
551,460
110,158

11,038

114,356
(14,012)

(201,376)

(224,795)

(1,764,163)
8.836

3,392,200

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

(3.380.,067)

12,133

3

12,133




NOTE 1

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

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

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

Principles of Combination

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

Use of Estimates

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

Cash Equivalents

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

Allowance for Credit Losses

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




NOTE 1

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

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Assets Limited as to Use

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

Property and Equipment

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

Deferred Income

Amounts shown as deferred income were received under two types of rental agreements
available to residents of NHC Heatlthcare, 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 aver 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 fater 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 settlements 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 regulatory
inquiries have been made, compliance with such laws and regulations can be subject to
future government review and interpretation as well as significant regulatory actions
including fines, penalties, and exclusion from the Medicare and Medicaid programs.

(8)



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

Subsequent Events

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

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

Designated to Comply with Requirements Established
by the Department of Insurance of North Carolina:

Cash and Cash Equivalents $ 1.057534
Total Designated to Comply 1,057,534
Total $ 1057534

)



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

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE 2 ASSETS LIMITED AS TO USE (CONTINUED)

NOTE 3

Operating Reserve Requirement

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

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

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

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

PROPERTY AND EQUIPMENT

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

2025

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

Subtotal 54,981,635
Less: Accumulated Depreciation (2,439.378)

Total $ 52542257

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

(10)



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

NOTE4 ACCRUED WAGES AND OTHER LIABILITIES

NOTE 5

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

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

Total $ 2125750
PATIENT SERVICE REVENUE

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

Routine Services $ 46,964,930
Special Services 9.460,494
Subtotal 56,425,424
Less: Contractual Adjustments (13,371,862)
Total $ 43053462

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 cobligations 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.

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

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

(11)



NOTE 5

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

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

PATIENT SERVICE REVENUE (CONTINUED)

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

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

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

Medicaid — Standard Payments to Nursing Facilities

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

Medicare — Prospective Payment System Payments to Skilled Nursing Facilities

The Medicare Reimbursement Systern methodology is based on a patient driven
payment model (PDPM). The PDPM payment system operates similar to PPS in that
patients are assigned standard rates of payment for their specific needs. Under PDPM,
therapy minutes are removed as the primary basis for payment and instead, uses the
underlying complexity and clinical needs of a patient as a basis for reimbursement. In
addition, PDPM introduces variable adjustment factors that change reimbursement rates
during the resident’s length of stay. Therapy services to residents not in a covered Part
A stay remain the same.

Qther

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



NOTE 5

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

NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2025

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 variabie consideration and are included in the determination of
the estimated transaction price for providing patient care. These settiements 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 ionger 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.



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 recognized revenue of
$43,063,462 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 settlements 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 $ 5618845
As of December 31, 2025 3,637.627

CONCENTRATION OF CREDIT RISK

FDIC Insurance

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

(14)



NOTE 6

NOTE 7

NOTE 8

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

CONCENTRATION OF CREDIT RISK (CONTINUED)

Receivables
The Combined Subsidiaries grant credit without collaterai to its patients, most of whom are

local residents and are insured under third-party payor agreements. The mix of receivables
from patients and third-party payors at December 31, 2025 was as follows:

Medicare 5%

Medicaid 32

Other Third-Party Payors 63
Total 100 %

RELATED PARTY TRANSACTIONS

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

Accounts Payable to White Oak Pharmacy $ 195,498
Nursing Expenses Provided to White Oak Pharmacy 58,419
Ancillary Expenses Provided to White Oak Pharmacy 6,915,998
Medical Supplies Provided to White Oak Pharmacy 476,401
Consulting Expenses Provided to White Oak Pharmacy 525,093
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
health care providers. Violations of these laws and regulations could result in expulsion from
government health care programs together with the imposition of significant fines and
penalties, as well as significant repayments for patient services previously billed.

{15)



m CliftonLarsonAllen LLP
A CLAconnect.com

INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTARY INFORMATION

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

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

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)

All
Combined Eiiminations Subsidiaries
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents 3 12,133 3 - 3 12,133
Patient Accounts Receivable 4,154,922 - 4,154,922
Allowance for Credit Losses (517,285) - {517,295}
Patient Accounts Receivable, Net 3,637,627 - 3,637,627
Intercompany Receivable 1,315,402 (37,364) 1,352,766
Other Current Assets 298,722 - 298,722
Total Current Assets 5,263,884 {37.364) 5,301,248
ASSETS LIMITED AS TO USE 1,057,534 - 1,057,534
PROPERTY AND EQUIPMENT 54,981,635 - 54,981,635
Less: Accumulated Depreciation (2,439,378) - {2.439,378)
Property and Equipment, Net 52,642 257 - 52,542 257
Total Assets $ 58863675 $ {37,364) $ 58901039
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts Payable 3 484,600 3 - 3 484 600
Accrued Wages and Gther Liabilities 2,125,750 - 2,125,750
Tenant Deposits 8,836 - 8.836
Total Current Liabilities 2,619,186 - 2,619,186
OTHER LIABILITIES
Deferred Income 732,402 - 732,402
Intercompany Accounts 50,537,076 (37,364) 50,574,440
Total Other Liabilities 51,269,478 {37,364) 51,306,842
Total Liabilities 53,888,664 (37,364) 53,926,028
SHAREHOLDERS' EQUITY
Retained Earnings {Accumuiated Deficit) 4,975,011 - 4,975,011
Total Shareholders' Equity 4,975,011 - 4 975,011

Total Liabilities and Shareholders' Equity $ 658863675 3 (37 364 $ 58901039




NHC HEALTHCARE, TRYON, LLC

NHC HEALTHCARE, BURLINGTON, LLC, AND
NHC HEALTHCARE, CHARLOTTE, LLC

(SUBSIDIARIES OF NHC/OP, LP)

COMBINED STATEMENT OF INCOME

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

REVENUE
Net Patient Service Revenue
Apartment Fees
Deposit Revenue
Interest and Other Revenue
Total Revenue

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

OPERATING INCOME

NET INCOME

All

Combined Eliminations Subsidiaries
$ 43,053.462 3 - $ 43,053,462
3,412,027 - 3,412,027
362,499 - 362,499
151,391 - 151,391
46,979,379 - 46,979,379
19,461,423 - 19,461,423
3,677,884 - 3,677,884
4 276,695 - 4,276,695
508,482 - 508,482
470,383 - 470,383
146,200 - 146,200
605,079 - 605,079
1,333,423 - 1,333,423
2,593,716 - 2,593,716
1,766,446 - 1,766,446
105 - 105
832,998 - 832,998
2,156,938 - 2,156,938
6,115,356 - 6,115,356
43,945,128 - 43 945,128
3,034,251 - 3,034,251
$_ 3034251 3 - $ 3.034251




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
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, NET

Total Assets

LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Wages and Cther Liabilities
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 Shareholder's Equity

(19)

$ 2,181
484,646
(69,063)

415,583
765,191
64,865

1,247,820
510,886

14,699,781

§ 16458487

5 127,000
514 771

641,771

521,668
15,342,624

15,864,292

16,506,063

(A7,576)

(47 576)

3 16458487




NHC HEALTHCARE, TRYON, LLC
(A SUBSIDIARY OF NHC/QP, LP)

YEAR ENDED DECEMBER 31, 2025

STATEMENT OF INCOME

(SEE INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION)

REVENUE
Patient Service Revenue
Apartment Rents
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 Insurance
Employee Benefits
General and Administrative

Total Expenses

NET LOSS

(20)

$

9,131,580
1,804,004
233,033
100,941

11,269,558

4,670,236
827,628
1,337,210
163,096
130,909
30,343
161,586
375,091
798,911
655,535
72
276,916
626,707
1,483,766

11.538.006

3

(268,448)




NHC HEALTHCARE, BURLINGTON, 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
Deferred Income
Intercompany Payable

Total Other Liabilities

Total Liabilities

SHAREHOLDERS' EQUITY
Retained Earnings

Total Shareholder's Equity

Total Liabilities and Shareholder's Equity

(21}

3 4,853
1,379,158
(249,150)

1,130,009
516,451
114,229

1,765,542
255,443

18,659,524

3 20680,509

3 153,054
826,165
8,000

987,219

201,334
18,670,776

18,872,110

18,859,329

821,180

821,180

3 20680509




NHC HEALTHCARE, BURLINGTON, 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 Rents
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 Insurance
Employee Benefits
General and Administrative

Total Expenses

NET INCOME

$ 15,358,817
1,065,423
116,166
22,805

16,553,211

7,537,342
1,154,920
1,403,426
161,167
197,459
67,471
236,830
518,120
926,684
647,914

(168)
261,641
861,491
2,308,998

16,283,295

5 269,816




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

BALANCE SHEET
DECEMBER 31, 2025

(SEE INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTARY INFORMATION)

CURRENT ASSETS
Cash

ASSETS

Patient Accounts Receivable
Allowance for Credit Losses

Patient Accounts Receivable, Net
Intercompany Receivable

Other Current Assets

Total Current 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

Total Shareholder's Equity

Total Liabilities and Shareholder's Equity

{23)

$ 5,009
2291117
(199,082)

2,092,035
71.124
119,628

2,287,886
291,205

19,182,952

$ 21762043

3 204,546
784,814
836

990,196

16,561,040
9,400

16,570,440

17,560,636

4,201,407

4,201,407

$ 21762043




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 Renis
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 Insurance
Employee Benefits
General and Administrative

Total Expenses

NET INCCME

(24)

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

27,645

19,156,610

7,253,845
1,895,336
1,636,059
184,219
142,015
48,386
206,663
440,212
868,121
462,997
201
294,441
668,740
2,322,582

16,123.827

$ 3032783
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CAUTTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

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

PART 1

ITEM 1. BUSINESS

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

Description of the Business

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

Owned Leased Managed Total
Skilled Nursing Facilities
Number of facilities 43 29 8 80
Percentage of total 53.7% 36.3% 10.0% 100.0%
Licensed beds 5,485 3,865 979 10,329
Percentage of total 53.1% 374% 9.5% 100.0%
Assisted Living Facilities
Number of facilities 19 5 2 26
Percentage of total 73.1% 19.2% 7.7% 100.0%
Units 1,309 70 34 1,413
Percentage of total 92.6% 5.0% 2.4% 100.0%
Independent Living Facilities
Number of facilities 5 3 1 9
Percentage of total 55.6% 33.3% 11.1% 100.0%
Retirement apartments 39 245 136 Ti7
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 M4 - - 34
Hospice Agencies 33 - - 33




Net Patient Revenues. The services we provide include a comprehensive range of health care services. In fiscal year 2025, 96.58% of our net operating revenues were
derived from such health care services. Highlights of health care services activities during 2025 were as follows:

. Skilled Nursing Facilities. The most significant portion of our business and the base tor our other health care services 15 the operation of our skilled nursing
facilities ("SNF's™). In our facilities, expenenced medical professionals provide medical services preseribed by physicians. Registered nurses. licensed practical
nurses. and certified nursing assistunts provide comprehensive, mdividualized nursing care 24 hours a day. In addition, our facilities provide beensed therapy
services, quality nutrition services, social services. activities, and housckeeping and laundrv services. Revenues from the 72 facilities we own or lease are
reported as net patient revenues in our financial statements. Management fee meome is recorded as vther revenues fom the cight facilities that we manage. We
generaily charge 6% of facility net operating revenues for our management services.

The following table shows the occupancy percentages for our owned and leased shkalled nunsmyg facilities. We define occupancy percentage as the ratie of actual
patient days dunng any measurenent period 1o the number of operational beds in a facility. The number of beds that are opemational may be less
than the licensed bed capacity. The reduction of operational beds compared to licensed beds vceurs for a variety of reasons, some of which include contorming
to govemment requirctrents, improving operational efficiencies, or enhancing the patient experience. We beheve reporting oceupancy based on operational
beds is consistent with industry practice and provides a moere meaningful measure of performance.

Year Ended December 31,
2025 2024 2023
Ovemnll census 89.7% 88.6% 87.9%
. Rehahilitative Services. Our licensed thempists provide physical. speech. respiratery and oecupational therapy for patients recovering from strokes, heart

attacks. orthopedic conditions, neurological illnesses. or other illnesses. injunies, or disabilities. We mamtamned a rehabilnation staff of over 1230 highly trained,
professional therapists in 2025, Most of our rehabilitative services are for patients in our owned. kased and managed skilled nursing facilities. However we also
provide services 10 48 additional health care providers. Ourrates for these services are competitive with other narket rates.

. Medical Specialty Units. All our skilled nursing facilities participate in the Medicare program, and we have expanded our range of offerings by the creation ol
facility—specific medical specialty units such as our memory care units and sub-acute nursing units. Our tramed st1ail provides care lor Alzheimer’s patients m
carly. middk and advanced stages of the disease. We provide specialized care and programs for persens with Alzheimer’s or related disorders m dedicated units
within many of our skilled nursing facilitics. Our specialized rehabilitation programs are designed 10 shorten or eliminate hospital stays and help o reduce the
cost of quality health care. We develop individualized patient care plans to target appropriate medical and tunctional planning objectives with a primary goal
where feasible for a retum 1o hone or a similur environment.

. Assisted Living Facilities. Our assisted hving facilities provide personal care services and assistance with geoerul activities of daily living such as dressing.
bathmg, meal preparation and medication management. We pertorm resident assessments 1o determune what services are desired or required. and our qualificd
statf encourages residents to participate in a range of activities. In 2023, the rate of oecupancy was 84.3% compared 1o 81.0% in 2024, Cenificates of Need
"CONs™}are not required 1o build these projects in most states, and we believe overbuilding has occurred in some of our markets.

L] Independent Living Facilities. Our independent living faciities offer specially designed residential units for the active and ambulatory elderly and provide
varous ancillary services for our residents, including restaurants, activity rooms and social arcas. Charges for services are paid from private seurces without
assistance flom govemmental programs. Independent living facilities may be licensed and regulated in sotre states, but do not require the issuance of'a CON as
is required for skilled nursing facilitics. We have, m several cases, developed ndependent living facilities adjacent o our nursing facilities, These units are rented
by the month; thus, these facilities effer an expansion of our continuum of care. We believe these independent living unus offer a positive marketing aspect to all
our senior care offerings and services. In 2023, the rate of occupancy was 93.8% compared to 93.2% i 2024,

. Behavioral Health Hospitals. Our comprehensive continuum of care includes behavioral health serviees to both adults and geriatzic patients with psychiatric,
emotional, and addictive disorders. Cumently. we operate three behavioral hospials for adult and genatric patients who require inpatient hospialization due to
meatal disorders. mcluding cognitive illnesses. We also offer ntensive outpatient programs with individualized treatment plans based on the patient's clmical
needs.

s




. Homecare Agencies. Our home heaith agencics (“homecares™) assist those who wish 1o stay at home or in assisted fiving residences but still require same
degree of medical care or assistance with dasly activities. Registered and licensed practical nusses and therapy protessionals provide skilled services such as
infusion therapy. wound care and physical. occupational and speech therapies. Home health aides may assist with daily activities such as assistance with
walkmg and getting n and eut of bed. personal hygiene. medication assistance. light housckeeping and maintaining a safe environment. Under the Medicare
TemmbursCment paynent System, we receive a prospectively determined amount per patient per 30day period of care. Under our managed care contracts, we may
receive a period of care payment or be paid by a per-visit payment model. In 2025, we served an average census of 3,834 patients and provided 339,3H visits,

. llospice Agencies. We provide hospice care through Cans Healthcare ("Caris™). a wholly owned subsidiary of NHC. Caris speciatizes o providing hespice and
pailiztive care te over 1.647 patients per day in 32 locations in Georgia, Missouri, South Carolina, Tennessee. and Virginia. Under the Medicare teirnbursement
payment system. Medicare pays a daily rate to cover the costs for providing services included m the patient care plan. Medicare makes dailv pavments based on
latdlevels ofhospice care. All hospice care and services offered 1o patients and therr famibies must follow an individualized written plan of care that meets the
patient’s needs.

. Pharmacy Operations. At Decermber 310 2025, we operated five regional phamucy locations (1wo locations each m Tennessee and South Careling and one
location m Missoun). These pharmacics prinurily service vur patients that are in an inpatient setting using a central location to deliver phamaceutical supplies.
Our regional phanmcies bill Medicare Part D Prescription Drug Plans (PDPs ) electronically and directly for inpatients who have selected a PDP.

. Institutional Special Needs Plan ("ESNPY). Our [-SNP. which 1 called NHC Advantage, is a managed care insurance conpany that restricts cnrellment to
Medicare Advantage eligible indrviduals who. for %) days or longer. have had or are expeeted 10 need the level of services provided i a skilled nursing facility.
We believe the |-SNP benefits our patients by providing nurse practitioners and carc-coordination teams that continue to enhance the patient-centered
expenence and our quality of patient care. The I-SNP receives a per nember, per month premivm from Medicare which covers the members' same health care
benefits as original Medicare. as well as additional benefits in¢luding preventive screenings and routine vision coverage. At December 31, 2025, the [-SNP
operated in the states of Tennessee, Missoun., and Seuth Carolina with approvmately 1,300 members enrolled in the plan.

(rher Revenues. We generate revenues from management. accounting and financial services 10 third party operators of healtheare facilities, [fom nsurance services 1o
our managed healtheare facilnies. and from rental meome. In fiscal year 2023, 3.2% of our net opemating revenues were derived ffom such sources. The significant sources of our
otherrevenues are descnbed as follows:

. Muanagement, Accounting and Financial Services. We provide management services to skilked nursing facilities, assisted living facilities and independent living
facilities opernted by third party operators. We typically charge 6% of the managed centers” net operating revenues as a fee for these services. Additionally, we
provide acceunting and financial services 1o other healtheare operators. As of December 3., 2025, we perform management services for eleven healtheare
facilitics and accounting and tinancial services tor 14 healtheare facilities.

. Insurance Services. NHC owns a Tennessee domiciled msumnce company thar provides workers” compensation coverage to substantially all of NHC's owned.
leased and managed healthcare faciities. A second wholly owned nsurance subsidiary i licensed in the Cayman Islands and provides general and professional
liakility coverage m substantially allof NHC's owned. leased and managed heahheare facilities.

. Rental Income. The healthcare propertics curently owned and leased 1o third party operators include nine skilled nursing facilitics and one assisted living
communily.

Government Stimulus Income. The Enplovee Retention Credit ("ERC”) was established by the Coronavirus Aid. Relief, and Economic Security Act (the "CARES Act™)
and mtended to help businesses retain their workforce and avoid layofts durng the pandemic. The ERC provided a per enplovee credit 1o eligible businesses based on a
percentage of qualified wages and bealth insurance benefits paid to emplovees. The qualified wages and health insurance benefits paid by the Company were related to the
second, third, and fourth quarters of 2020. All conditions related to the ERC were met during 2024, The Company recorded $9,445,000 of govemment stimulus income related te the
FRC credit for the year ended Decernber 31, 2024

Non—Operating Income. We generale non—ceperating income from equity in camings of unconsolidated nvesuments, dividends and realized gains and losses en
rarketable securties, interest income, and other miscellaneous non-operating meomne.




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 vanous categories (five stars

bemg the best). The Company has always stnved for patient-centered care and quality outcomes as precursors to outstanding financial performunce.

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

Industry
NHC Ratings Ratings
Total number of skilled nursing facilities, end of period 80
Number of 4 and 5-star rated skilled nursmg facilities 50
Percentage of 4 and 5-star rated skilled nursing facilities 62.5% 38.6%
Average rating for all skilled nursing facilities, end of period 3.83 295
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 Bluff, VA March 2023
Skilled Nursing Acquisition 66 beds Nashville, TN May 2023
Homecare New Agency 1 agency Tallahassee, FL May 2023
Assisted Living Facility New Operations 135 units Vero Beach, FL July 2023
Assisted Living Facility New Operations 95 units Merritt Island, FL July 2023
Assisted Living Facility New Operations 100 units Stuart, FL July 2023
Hospice New Agency 1 agency Momistown, TN April 2024
Hospice New Agency 1 agency Lawrenceburg, TN July 2024
Hospice New Agency 1 agency Wytheville, VA August 2024
Hospice New Agency 1 agency Clinton, TN October 2024

On August 1, 2024, the Company purchased the assets of White Oak Management, Inc. ("White Oak™). The White Oak portfolio consisted of 15 skilled nursing facilities.
two assisted living factlities, four independent living facilities and a long-term care pharmacy. 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 Carolina and North Carolina

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. The Company also reports an "all other” category that includes revenues from rental income,
management and accounting services fees, nsurance services, and costs of the corporate office. See Note 5 m the notes to the consolidated financial statements for further
disclosure of the Company’s operating segments.

Customers and Sources of Revenues

No ndividual customer, or related group of customers, accounts for a significant portion of our revenues. We do not expect the loss of a single customer or group of
related customers would have a matenal adverse effect.




Certain groups of patients receive funds to pay the cost ot their care froma conmon source. The following table sets forth sources of net patient revenues for the penods
indicated:

Year Inded December 31,

Source 2025 2024 2023
Medicare 31% 3% 3%
Managed Care 1¥, 1Ps 1P
Medicaid W% 29% 0%
Private Pav and Other 27% 8% 26%
Tatal 100% 100% 100%

We attemmpt Lo attract an increasing percentage of Medicare and private pay patients by providing rehabilhative and other post—acute care services. These services are
dusigned 1o speed the patient’s recovery and allow the patient to retum home as soon as i s practical.

Medicare is a health insurance program for the aged and eenain other chronicalty disabled mdividuals operated by the federal government. Medicare covers skalled
nursing services for beneficranes who requie nursimg care and or rehabilitation services following a discharge from an acute care hospital. For cach eligibie day a Medicare
beneficiary 1 in a skilled numsing facility, Medicare pays the facilzy a daily pavment. subject te adjustment for certain factors such as a wage mdex in the geographic anca. The
payvment covers all services provided by the skilled nursing facility for the beneticiary that day. including room and board, nursing. therapy and drugs, as well as an estimate of
capitab-related costs 1o delnver those senvices.

Medicaid s a medical assistance program for the indigent, operated by individual states with the financial participation of the federal govemnwnt, Medicaid may
supplement Medicare benefits for the disabled and fer persons aged 63 and older neeting financil eligibility requirements. Medicaid reimbursenment fornulas are established by
cach state with the approval ofthe federal govemment in accordance with federal guidelines. Seniors whe enter skilled nursing facilitics as prvate pay patients can becone eligible
for Medicaid once they have substantially depieted ther assets. Medicuid tyvpically covers patients that require standard room and board services and provides reimbursement
rates that are genemlly bower than mtes camed fromother sources.

Medicaid reimbursenent varies from state to state and is bascd upon a nunmber ot different systens. The states in which we operate prmurily use a cosi-based
reirnbursement system Rates are subject to a state’s annual budgetary requirements and funding. statutory and regulatory changes and interpretations and wlings by individual
state agencies and state plan amendments approved by CMS,

Private pay, managed care, and other payment sources include commercial insurance, individeal patient funds, managed care plans and the Veterans Admenistration.
Although paynent rates vary among these sources, market forees and costs largely determine these mtes. Private paying patients, private insuraace camiers and the \eterans
Adnmistration gencrally pay based on the center's charges or specifically negotiated contracts,

We contruet with monaged care organvatens ("MCO's") and msurnce camers for the provision of healtheare services by our wwned, lkeased and managed healtheare
facilitics .

Ginernment Regulation
General

Health care is an arca of extensive regulatory oversight and frequent regulatery change. The tederal povemment and the states in which we operate regulate vanous
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 vperate
skilled nursing facilities and provide health care services we must comply with federal state and local laws relating to the delivery and adequacy of medical care. distrbution of
pharmuceuticals, equipment. personnel. eperating policies. fire prevention, rate—setiing, building codes and envirenmental protection. Changes in the laws or new interpretations
of existing laws as applied to the skilled nursing facilities, home health and hospice. or other componeats of our health care businesses. may have a significant impact on our

operations.

Covemnmental and other authorities penedically inspect our healtheare facilities and home health and hospice agencies o assure that we continue to cormply with their
various standards. We mus1 pass these inspections to contittue our licensing under state law, to obtain certification under the Medicare and Medicaid programs, and to continue
our participation in the Veterans Adnminssiration program We can only participate in other third—party programs if our facilitics pass thesc inspections.

Frem tume to time, we. lke others in the health care industry, may receive notices from federal and state regulatory agencies allegmg that we failed w comply with
applicable standards. These notices nav require us to rake comective action and mmy impose civil money penalties and. or other operating restrictions. [f our healtheare
operations fail to comply with these directives or otherwise fail to conply substantially with licensure and certification [aws. rules and regulations, we could lose our certification as
a Medicare and Medicaid provider and or lose our licenses.

Local and state health and social service agencies and other regulatory authoritics specific to their location regulate, 1o varying degrees. our assisted living facilities.
Alhough regulations and licensing requirettents vary significantly from state 10 state, they tvpicaliy address. among other things. personnel education. trammg and records:
facility services. including administration of nedication, assistance with supervision of medication rmanagenent and lintted nursing services: physical plant specifications:
furnishing of resident units; food and housekeeping services: emergency evacuation plans; and resident rights and responsibilities. [f assisted hving facilities fail 10 conply with
licensing requiremenis, these facilities could lose their keenses. Most siates also subject assisted living facilities 1o state or local building codes. fire codes and foed service
licensure or certification requirenents. [n addition, the nunoer and extent 10 which the assisted living industry is regulated at federal and state levels are evolving.

]




In all states in which we operate. before a skilled nursing facility can make a capital expenditure exceeding certain specitied amounts or construct any new skilled health
care beds. approval of the state health care regulatory agency or agencies must be obtained. and a Certificate of Need ssued. The approprate state health planning agency nust
review the Cenificate of Need according to state-specific guidelines before a Centificate of Need can be tssued. A Cenificate of Need 5 generally issued for a specific maxamum
amount o expenditure and the project nust be completed within a speeific time petiod. There is no advance assurance that we will be able to obtain a Centificate of Need in any
instance. In sone states, approval is also necessary m order 1o purchase existing health care beds, although the purchaser is nomully permitted 1o avoid a tulkscale Cenificate o
Need application procedure by giving advance written notiee of the acquisition and giving writien assurance to the state regulatory agency that the change of ownership will not
resull m a change m the number ofbeds. services offered and. m some cases, remmbursement rates at the facility,

A significant goal of the federal health care system is 10 transform the delivery of health care by holding providers accoumable for the cost and quality of vare
provided. Medicare and muny cormercial third-party pavors are mplementing 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 methodology reforms in which we are panicipating or expect to panticipate in melude value—
based purchasing, in which a portion of provider reimbursement is redistributed based on relative performance on designated econorre. clinical quality, and patient satisfaction
metrics. Also. CVS 15 imp lementing programs to bundle acute care and post—acute care reimburscment to hold providers accountablke for costs across a broader continuum et care,
These reimburserment methodologivs and similar programs are likely to continue ard expand. beth in public and commercial health plans. Providers whe respond success fully to
these trends and can deliver quality care a1 lower costs are likely o benefit financially.

Paticnt Confidentiatiny

We are ako subject to lews and regulations cnacted to protect the confidentiality of patient health mtormation. The U.S. Department of Elealth and Human Services
("HHS") has issued rules that govem cur use and disclesure of protected health infermation. We have established policies and procedures to conply with the Health Insurance
Porability and Accountability Act of 1996 ("HIPAA™) privacy and security requirerments. We rmintain a company-wide HIPAA compliance plan, that we believe complies with the
HIPA A privacy and security regulations. The HIPAA privacy and seeurity regulsticns have and will continue to fmpose significant costs to the Cempany in order to comply with
these standards. Our operations are also subject 10 any federal or state privacy-related laws that are more restricuve than the privacy regulations issued under HIPAA. These laws
vary and could mpose additional penalties for povacy and secunty breaches.

Medicare and Medicaid Participation

Allskilled nursing facilities, owned, Jeased or managed by us zre centified to participate in Medicare, All but eight {seven owned and one munaged) of our atfibated skilled
nursing tacilities participate in Medicaid. All our honecare and hospice agencies participate : the Medicare and Medicaid prograns. with Maedicare comprising the majonity of their
revenue, Our behavioral health hospitals also panicipate in the Medware and Medxaid program

Durng the fiscal years presented, we recelved payments from Medicare and, if panticipating, from Medicaid. We record as receivables the amounts we uliinately expect to
receive under the Medicare and Medicaid prograns and record inta profit or loss any differences in amounts received at the time of nterim or final settlements. There have not
been any adjustments that have had a natenal adverse effect on the Company within the last three vears.

Medicare lLegislation and Regulations
Skilled Nursing Facilities

Medicare is uniform nationwide and reimburses skalled nursing facilities under a fixed payment methedology called the Skalled Nursing Facility Prospective Payment
Svstem ("SNF PPS™). The SNF PPS includes a case-mix nodel called the Patignt-Driven Payment Maedel {"PDPAM™), which tocuses on a resident’s condition and care needs, rather
than the ampunt of care previded to detenmine remmbursement levels. PDPM utilizes clinically relevamt factors for determmning Medicare pavoent by usmyg ICT-10 diagnosis codes
and other patient charactenstics as the basis for patient classification. PDPA utilizes five case-mix adjusted pavment components: physical therapy *PT7). occupational therapy
{"OT™) speech language pathology ("SLP). nursmg and social services and non-therapy ancillary services ("NTA™). [T also uses a sudh non—ase mx component to caver
utilization of skilked nursing facility ("SNI7") resources that do not vary depending on resident charactenistics.
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In July 2025, CMS released its final ruke eutlining fiscal vear 2026 Medicare payment rates and policy changes for skilled nursing facilities. which began on October |,
2025, The hiscal vear 2026 rule equates tw 2 net 3.2% increase in Medicare Pan A payvments 1o SNFs in liscal vear 2026 conypared to 2025 levels. The nule includes a market basket
inerease of 3.3%, an increase ol 0.6% 10 the warket basket forecast enor adjustoent, and a negative 8.7% productivity adjustnent. These figures do not incorperate the SNF Value
Rased Purchasing (" VBP™ ) reduction for certain SNI's subject to the net reduction m payrents wrder the SNF VBP; those adjusiments are estinated 10 total $208.4 nullien i fiscal
vear 20260,

Haomecares

Medicare is uniform nationwide and reimburses homeeare agencics under a Patiem-Driven CGroupings Model ("PDGM™). Under PDGM, Medicare provides homecare
agencies with paviments for each 3-day period of care provided to beneticianes. [f a beneficiary is still eligible for care afier the end ol the first 3-day pavment penod, a second 30-
day payment period can begin. Ther: are no limits te the number of periods of care a beneficiany who renmins eligible for the home health benefit can receive, While paymem for
cach 3kday period of care is adjusted o reflect the beneficiary’s health condition and needs. a special outlier provision exists to ensure appropriale payment for these
beneficiaries that have the most expensive care needs. The payinent under the Medicare programis also adjusted for certain variables.

In November 2025, CMS released its final rule outlinmg fscal year 2026 Medicare payment rates, OMS projects payments to home heahh agencies m fiscal year 2026 will
decrease by 1.3% or $220 million. relative to the prior year. This ncrease reflects a 2.4% home health pavment update. reduced by a .96 decrease that reflects the final permanent
adjustment. an estmated 2.7% decrease that reflects the final termporary adjustment. and a 9.1%¢ decrease that reflects the updated fied-dollar loss ratio for outlier pavments. In
addition. CMS is finalizing recalibrated PIXDv case-nix weights, updated low-utilization payment adjustment (LUPA™) thresholds, updated functional mpawment levels. and
comuhidity adjusiment subgroups tor 2026,

llospice

Medicare pavment mies are caleulated as daily rates for cach of four levels of care we deliver Rates are set based on specttic levels of care. are adjusted by a wage ndex
o retlect healtheare labor costs across the country and are established annually through federal legislation. The fellowing are the four levels of care provided under the hospice
benefn:

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

. General Inpatient Care. Pain control or acute or chronic svmptom management that cannet be managed in a setting other than an inpatient Medicare-certtied

facility, such as a hospital, skilled nursing facility or hospice inpatient faciliny.

L Continuous Heme Care. Care for patients expeniencing a medical erisis that requires nussing services o achieve palliation and symptom contral if the agency
provides a nanimum of eight hours of care within a 24-hour penod.

L] [npatient Respite Care. Short-term, inpatient care Lo give temporary relief to the caregiver who regularly provides care to the patient.

Medicare payments are subject 10 two lixed annual caps. which are assessed on a provider number basis, and are brokern into an npatient cap amouni and an overall
pavimeat cap. These cap amounts are calculated and published by the Medicare fiscal intermediary on an annual basis.

In August 2025, CMS released its final rule outlining fiscal year 2026 Medicare pavment rates. CMS issued a rate increase of 2.6%, or $750 million, etfective Getober 1,
2025, This ncrease results from the proposed 3.3% inpatient hospital marker basket percentage increase reduced by a propesed 0.7% point productivity adjustment, required by
law. The FY2026 hospice payment update alse includes an update to the statutory aggregate cap amounl. which limms the overall payments per patient that are made annually. The
hospice cap amount tor FY2026 is 333361,




Medicaid Legislation and Regulations
Skifled Nursing Facilities

State Medicaid plans subject 1o budget constramts are of particular concemn to us. Changes in federal funding coupled with state budget problems and Medicaid
expansion under the Affordable Care Act have produced an uncenain environrment. Some states will net keep pace with post-acute healtheare inflazion. States are currenthy under
pressure 1o pursue other altematives o skilled nursmg care such as community and home-based services,

Medicard programs are funded jomily by the federal government and the states and are administered by states under approved plans. Most state Medicaid payments are
made under a prospective payment systemor under prograns which negetiate payoent levels with individual providers. Some states use. or have applicd 10 use. wavers granted
by CMS 1o umplerment expansion, impose ditferent eligibility or enrollment restictions, or atherwise implement programs that vary from federal standards.

Effective July 1. 2025 and for the fiscal year 2026, the state of Tennessee mplemented specific mdividual nursing facility inereases. We estimate the resulting increase in
revenue for the 2026 fiscal year will be approximately S3.000,000 annually. or S750.000 per quarter.

Effective October 1, 2025 and for the fiscal year 2026, the state of South Carolina has proposed specific individuzl nursing facilny increases. We estimate the resulting
increase in evenue for the 2026 tiscal vear will be approxdmatety S 200,000 annually, or $1.030.000 per quarter.

We have also received from muny of the states in which we operate a supplemental Medicaxl payment to help mitigate the inflationary labor and healtheare workforce
crss. For the vears ended December 31, 2025, 2024 and 2023, we have recorded $7.246:4X0, $12,749.000 and $20.214.000, respectively. due to these supplemental Mediwcaid
payments. We have recorded these pavments m net patient revenues m our consolidated statements of operations.

Centers for Medicare and Medicaid Services Minimum Staffing Standards

On Aprl 22, 2024, the Centers for Medicare and Medicaid Senvices ("CMS™) issued the Minimum Staffing Standards for Long<Term Care {"LTC) Facilities and Medicaid
[nstitutional Pavownt Transpareney Reporting final rule. Included in this final rule were new conprehensive mininum nurse statfing requirements, which aimed to sigmificantly
reduce the risk of residents receiving unsate and low=qualty care withm LTC facibties. The passiage of the One Big Beautiful Bill Act ("OBBB™) in July 2025 prohibited the Health
and Human Services ("[THS™) from inplenenting. administering, or enforcing the Mminum S1affing Rule until October 1 203, Funthermore. in December 2025, CMS ssued an
interim final rule resemding part of the nEninum staffing e in nusing hones. including the minimumheurs per resident day requiresent.

Competition

In most of the connunities in which we operate healh care facilities. we compete with other health care facilities in the arca. There are hundreds of eperators of post-gcute
healthcare scrvices in cach of these states and no single operator including us, doninates any of the narkets, except for some smull rural nurkets which might have lnited
competition. in conpeting tor patients and staff, we depend upon referrals from acute care hospuals, physicians, residential care facilities, church groups and other connunity
service organizstions, The reputation in the community and the physical appearance of our faciliies are mportant in oblaining patients since members of the patient’s famly
generally participate to a greater exent i selecting skilled nursing tacilities than in selecting an acute care hospital. We believe that by providing und emphusizng rehabilitative, as
well as patient-centered healtheare services. we can broaden our patiemt base and differentiate our operations fromconpeting operations.

As we continue ta expand into all areas of senior health care, we monitor proposed or existing competing operations. Our goal is 10 link our skilled nursing facilities with
our senior living conrrunities. hone health operations. hospice operations. and behavieral health haspitals: therefore, obtaining a competitive advantage tor sur operations.

Huntan Capital
Emplavess

As of Decerrber 31, 2025, we had 13,278 full-time and part-time emplovees ("partners”™). meinly through our Administrative Services Contractor {Natwonal Health
Corporation). None of our partners were represented by a collective bargaining agreement. We believe relations with our partners are good. Our panners are guided by NHC's
Code of Conduct. and they take pride in their work, The Company's partners appreciate different perspectives and cmbrace the opportunity to work with these of diverse
backgrounds.

Total Rewards

Te attract and retam tep talent, we believe we must offer and mamtam cormpetitive total rewards for our partners. These rewards include not enly wages and salaries, but
also health, welfare, and retirement benefiis. OQur partners accrue camed time off {"ETO™) with the flexbility to use this tme at their discretion. We otfer comprehensive health
insurance coverage 1o all cligible panners as well as a partner and family sick time program which allows partners 1o accrue paid sick time based on hours worked and to use that
time for themselves or family members in need of care. We effer a $01(k) plan which ncludes matching company centributions. Akso. 16 loster a stronger sense of ownership. we
offer an Ermployee Stock Purchase Plan where pariners may purchase cempany stock through pavreli deductions.
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We face conpetition in enploying and retaining nerses. technicians, aides, and other high<quality professional and non—professional employees. To enhance our
competitive position. we ofler a robust educational wition reimbursenent program an American Dietetic Association approved intemship program, specialty designed nurse vide
training classes. and there is financial scholarship aid available for various health care vocation pregrams.

We also conduct an " Adomistrator in Traming” course, which is 24 months in duratien, for the professional traming of skilled rursing facility adninistrators. Presently.
we have four {two male and two femaley full-time mdividuals m this program Six et our scven regional vice presidents and 39 of our X health care center administrators are
graduates of this program

We regularly utilize third-panty consuhants 1o conduct anonymous surveys to seek feedback from our partners on a variety of topics. including but not limited to.
contidence m company kadership, competitiveness of our compensation and benefits package. career growth opperunitics and mprovenents on how we can continue to mke
our company an enployer of choice. The results are shared with our partners and reviewed by senier leadership. who analyze areas of progress or deterioration and priomtize
actions and activities in response to this feedback to drive meaning ful improvements in partner engagement.

fealth and Satervy

The health and safety of our partners is our highest prionity. We [ocus on safety iraming m order to mainlain a sate work environmen and minimize work-related mjury.
When the pandemic began, we ensured and continue to ensure that our partners ha cess 1o masks. thermometers. protective gloves. sanitizing supplies, and all personal
protective equipment needed m order to protect themselves. We closely followed the recommendations of the World Health Organization, the ULS. Centers for Disease Control and
local sovenments. and we tock action to ensure our partners were safe.

Communiny

We have 2 long and proud history of investing in the communuties where we live and work, Through the National Health Foundation {the "Foundatien™) and The
Foundatwn tor Genatrie Educanwn {"TFCE”) we give back by providing grants 1 nonprofits and providing tuition reimbursement o partners 1o further their education m the field
of genatrics. We also have a Conpassion Fund. which is used to help support partners in times of need. Many of our partners make a positive inpact in the communitics in which
they live by donaring their time and talent by velunteering and serving on boards of chantable erganiztions.

Environmental Sustainability

We are working diligenily to mininuze our effect on the environment by conserving encrgy and protecting our natural resources. We are focusing on being nore energy
cfficient and reducing our water use and wastewater discharges whike continuing to provide a healthy environment for our patients. pariners and visitors. We are conmitted to
adhering 10 applicabic tederal, state and Tocal environmental regulations. OQur goal is to mininize environnental risks to our patients and o the commmunities which we operate.

Through recycling programs. we are working 10 reduce the anount of waste sent to landfills. Our electronic waste is reeveled through a zero-landfill recyeling conpany.
Available Infermation

The Conpany's Annual Reports on Form [0-K, Quarnerly Reports on Form [0-Q and Current Reports on Form 8-K. and anendnents 1o those reports tiled or fumnished
pursuant to Section 13ta) or 15(d) of the Secunties Exchunge Act of 1934, are available free of charge at www.nhcecare.com as soon as reasonably practicable afier the reports are
electronically filed or fumished with the US. Securities and Behange Commission (*SEC'). The SEC nuintains a website that contains these reports as well as proxy statenents
and other infornmtion regarding issuers that file electronically. The SECs website is at wwwsec.gov. NHCs website and s content are not deemed incorporated by reterence into
this report.
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[TEM1A. RISKFACTORS

You should carcefully consider the risk factors set forth below, as well as the other infonmation contained m this Annwal Report on Form [0-K. These nisk factors should
be considered in connection with evaluaimg the forward-looking statements contained in this Annual Report on Fann 10-F_ because these factors could cause the actual results
and conditions 1o differ materially from those projected in forward—leoking statements. The risks described below are not the only dsks facmg us. Additional nsks and
uncertainties that are not currently known 1o us or that we cwmently deento be immmaterial may also materizlly and adversely affect our business operations. Any of the following
risks could materally adversely affect our busmess, financial condition or results of operations and cash flows

Risks Relating to Qur Operations

e depend an reimbursement from Medicare, Medicaid and other third—party pavoers, and reimbursement rates from such payers may be reduced. We derive a
substantial pertion of our revenue from third—pany payers. including the Medicare and Medicaid prograns. Third—pany payor prograns are highly regulated and are subject to
frequent and substantial changes. Changes in the reimbursement rate or methods of payment trom third—pany payors. includirg the Medicare and Medicaid prograns, or the
inpkoentation of other measures to reduce reimbarsenents for our services has in the past, and could m the future, result in a substantial reduction in our revenues and operating
margins. For exarmple. the Budger Contrel Act of 2011 requires autonutic spending reductions 1o reduce the lederal deficit. imposing Medicare spending reductions of up to 2% per
fiscal year. with a uniform percentage across all Medicare prograns. CMS began inposing # 2%% reduction on Medicare claims in 2013, with temporary suspensions and 1% cuts in
2020 - 2022, These reductions have been exended through 2030.




Net revenue realizmble under thidd-party pavoer agreements can change atter exammation and retreactive adjustment by pavors dunng the clans settlenent processes or
as 4 result of post—payment audits. Payors may disallow requests for reimbursement based on determinations that cenain costs are not reivbursable or reasonable because
additional docunentation 15 necessary or because cenain services were not covered or were not reasonable and medically necessary.

Ourhospice ageneigs are subject to 1wo pavment caps that limit Medicare reimburserent each federal fiscal year, an inpatient cap and an aggrepate cap. The inpatient cap
lmits 1he number of days of mpatient <are 10 no rmore than 209 of'total patient care days. The aggregate cap limits the total Medicare rembursement that a hospice may receve
based on an annual per-beneficiary cap amount and the number of Medicare paticnts served. If payments received by any one of our hospice provider numbers exscecds the
mpaticnt or aggregate caps, we are required to reimburse Medicare for payments received in excess ot the caps, which could have a awterial adverse effect on our business.

We cannot assure vou that adequate reimbursement levels will continue to be available for the services provided by us. Further limits on the scope of services reumbursed
and on reimbursement mtes could have a matenal adverse etfect on our liguidity. financial condition and results of operations. It is possible that the effects of funther refinemen
to pavient systerms that result o lower payments to us or cuts m state Medicaid fundmg could have a matenal adverse effect on cur results of operations. See em 1. "Business —
CGovernment Regulation™ and "Business - Medicare Legislation and Regulations™.

The indwstry trend toward value-based purchasing may negatively impact our revenues. Value-based purchasing programs emphasiae quality and efficiency of services,
rather than volume of services. For exanple, CMS seinburses SNF providers using the PDPM, a payoent avthodology that classifics patients into payment groups based on
clinicsl factors using diagnosis codes rather than by volume of services. In addition, CMS requires SNFs, home health agencies and hospices to report quality data in order to
receive full reimbursenent. Failure to report quality data or poor performance may negatively impact the amount of reimbursement received. CVS publishes quality measure data
online through its Care Compare website, 10 allow the public to search and compare daa for Medicarecertiflied providers.

Under the SNF Malue-Based Purchasing Program CMS reduces SNF Medicare payments by 2 percentage points and redisuibutes the nwjority of these funds as incentive
pavments hased on SNI¥ quality measure perfornance, In January 2022, CMS began inplenenting a nationwide expansion of the Tome Health Vitlee-Based Purchasing ¢ ITHVBP)
Model Under the model. home health agencies will receive increases or decreases to their Medicare fee-for-service payments of up to 3°%, hased on performance against specific
quality measures relative 10 the performance of other providers, Data collected tn each performance vear will mmpact Medicare pavments two vears later, Calendar vear 2023 was the
firs1 perforrmance vear under the expanded HHVBP Model.

Other indtiatives amed at irmproving the cost of care include aliernative paviment models, such as ACOs and bundled payment armngements. Medicare and many
commercial third-panty payors are mplementing ACO models, in which groups of providers share in the benefit and risk of providing care 10 an assigned group ol individuals ata
lower cost. In addition, CMS is implemmenting programs to bundle acute care and post-acute care rembursement to hold providers accountable for costs across a broader
continuumof care. [n October 2021, the CMS Innovation Center released an cuthine ol fts strategy tor the next decade. notmg the need o aceelerate the moverment to value-based
cure and drive broader system wansformation. By 2030, the CMS Innovation Center ains to have all fee-for-service Medicare beneficiades and the vast majory of Medwad
beneficiaries n an accountable care relationship with providers who are responsible for quality and 1otal medical costs. The CMS Innovation Center signaled its intemt to
strearniine its payment models and to ncrease provider parucipation through mmplementation of more nandatory models.

These reimbursement methodologies and other value-based care mniatives are likelv to continue and expand. at both the federal and state levels and i public and
cormmercial health plans. It is unclear whether altemative pavment models will successfully coordinate care and reduce costs or whether they will decrease overall rembursement.
As a result, 1 is difficult w predict how the tend tward value-based purchasing will ulimately atfect our business. If we tail 10 meet or exceed quality performuance standards
under any applicable value-based purchasing program, perform at a level below the outcomes demonsirated by our competitors, or otherwise fail o effectively provide or
voordinate (he efficient delivery of quality health care services. our eputation m the industry may be negatively impacted. we may receive reduced reimbursement amounts, and we
Ry owe repavments o payors. causing our revenues to decline, Fatlure te respond successfully 1o value-based purchasing trends could negatively impact our business, results
of operations and: or financial condition.

By undertaking to provide management services, advisory services, aml/or financial services o other entities, we become at least partially responsible for meeting
the regilatory requirements of those entities. We provide mapagement and/or financial services to skilled nursing facilities, assisting bving 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 nuy m the future be subject to claims fremithe entities o which we provide nenagement, advisory or financial services. or to the clams of third parties to
those entities. Any adverse detemination in any legal proceeding regarding such claims could have a material adverse effect on our business, our results of operation. our
financil condition and cash flows.

He provide management services to skilled nursing facilities and other healtheare facilities wder terms whereby the paymerts for our services are subject to
subordination to other expenditures of the healtheare facility. Funhermore, there are certain third parties with whomwe have contracted o provide services and which we have
deternined. based on msufficient historical collections and the lack of expected future collections. that the service revenue realization s uncenam. We may, therefore, make
expenditeres refared 1o the provision of services tor which we are not paid.

The status of our lease with Nuational Health Investors, Inc. creates uncertainties and risks to our fiture operations. A signiticant portion of our skilled nursing and
independent living facilitics are subject to a long-term AMaster Agreerent 1o Lease with National Healh Investors, Ine. ("NHI™) which we refer to as the Master Lease. On July 29,
2025, NHI notified us of alleged noncompliance with certain non-monetary provisions of the Master Lezase. On Septenber 8, 2025, NHI fomully alleged that the tenant under the
lease. our wholly owned subsidiary NHC'OP, LP. is in default as a result of alleged non-conmpliance with four nen-nonetary provisions. and indicated that failure 10 cure the
alleged defauls within the applicable cure period would constiute an "Fvent of Default.” entitling NHI 10 pursue any remedies available under the agreement. including
termination. We dispute that any default has occured and we continue o cenmunicate with NHI to reselve these motters. For a further discussion of our response o NHI's
allegations. please see Note 6 - Long-Tenm Leases 1o [nterim Condens ed Conselidated Financial Statements includad in this Form 10-Q

In October 2023. we provided NHI with a notice of our intent to exercise our fight to extend the Masier Lease for an additional five-vear tenibeginning January [, 2027
Under the Master Lease, the base ent for any renewal termis te be the fair rental value of the kased property as negotmted between the parties, without regard to improvenents
we made volumanly at our expense, There is no assurance, however that we will reach agreement with KHI on the base rent or other renewal terms. Further. it NHIE asserts that an
“Event of Detault™ kas occurred ot raises other objections te our extension notce, NHImay seek to teminate our occupancy ef the keased properties.

Failure to resolve the current disputes with NHI or a faflure to secure renewal of the Master Lease on aceeptable terms could result n the loss of our right to occupy and
operate some or all of the affected favilities, or subject us 1o damages. acceleration of rent. or other remedies m favor of NHE Even if a default is ultimately detenmined not 1o have
occurred. the process of resolving such disputes may result n significant legal and other expenses and could distract munagement from ather prionties. The loss of these tacilities
or an increase in lease-related expenses could have a matenal adverse etfect on our business, future results of operations, cash flows, financial condition, and liquidity.
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The cost te repluce or retain qualified nurses, health care professionals and other key persormel may adversely affect vur financial performance, and we may nat be
able 1o camply with certain states’ staffing requirements. We could experience significant inereases i our operating costs due t shortages in qualified nurses, health care
professionals and other key personnel. The merket for these key pesonnel is highly competitive. We, like other health care providers, have expenenced difficulties n attracting and
retaming qualified personnel. especially lacility administrators, nurses. certified nurses’ aides and other important health care providers. There 15 currently a shortage of nursces, and
trends indicate this shortage will continue or worsen m the future. The ditficulty cur skalled nursing facilities are experiencing in hiong and retainmg guabfied personne! has
mereased vur average wage rte. We may continue to expericnce increases i our labor costs due to higher wages and greater benetits required to attract and retain qualfied health
care personnel. Our ability to control labor costs will significantly affect our future operating resuhs. Additionally, it we fail to atract and retain qualified and skilled personnel, our
ability to conduct our business operations clfectively could be hammed.

Certain states in which we operate skilled nursing tacilities have adopted mintmum staffing standards and addnional states may also establish sumlar requirements in the
future. Our ability to satisfy these requirenments will depend upon our ability w attract and retain gualified nurses. certificd nurses’ assistants. and vther s1afl Failure 1o comply with
these requirerments may result in the imposition of fmes or other sanctions. [f states do not appropriate sufficient additional tunds tthrough Medicaid program appropnations or
otherwise) to pay torany additienal operating costs resulting from minimam statfing requirernents, our prolilability mav be adversely alfected.

The statling level required 1o recerve a 35-star rating in the CMS Nursing Home Five $Star Quality Rating System is determined based on analysis of the relationship
between statfing levels and measures of nursing home quality, CMS continues to increase ils qualty measure thresholds. which s regularly increased every sixmenths. making it
mere difficult to achieve vpward and five-star ralings. CMS places a strong enphasis on registered nurse ("RN7) stafling. CMS posts information on nursing home statfing
medasuses on the Care Compare website including staft turnover rates and weekend staffing levels. This new data has been incorpurated mio the Nursing Home Five Star Qualiy
Rating System

Although we currently have ne collective bargaming agreements with unions at our tacilities. there is no assurnce this will continue to be the case. I any of our facilities
enter mto collective bargamng agreements with uniens, we vould expenence or meur additional adnanistrative expenses associated with union representation of our enplovees.

Our senior menagenent tam has exensive experience i the healtheare industry, We believe they have been mstrunental in guiding our business, instituting valuable
performance and quality monitering, and driving innovation. Accerdingly, our future perfornance s substantizlly dependent upon the continued services ol vur senier
management team The loss of the services of any of these persons could have a matenal adverse effect upon us.

Federal minimum staffing mandates may adversely affect our labor costs, ability to nairaain desired levels of patient census and profitability. In Apnl 2024, CMS
ssued the Staffing Rule. establishing minmmum stafifing stundards for SNFs. The Stafling Rulke contains three pamary staffing requirements which would be phased m over the next
several vears. Inplementation of the Statting Rule was inpaired by the passage of the One Big Beawtiful Bill Act ("OBBB™) on July 4. 2123, which prohibted HHS fom
irplerrenting, administering, or enforcing the Staffing Rule until October 1. 2034 Future developrments muy significantly alier the mplementation of the S1affing Rule.

Disasters and sirilar everas, which may increase as a result of climate chavnge, may seriowsly harm oor business. Natural and man-made disasters and similur events,
including terrorist attacks and acts of nature such as humcanes. tomadoes, eanthquakes and wildfires. may cause damage or disuption to us, our employees and our facilities,
which vould have an adverse impact on our patients and eur business. In order to provide cire for our patients. we are dependent on consistent and reliable delivery of food.
phanmaceuticals, uulitics and other goeds to our facilitics. and the availability of employees to provide services at our facilities. 1f the delivery of goods or the ability of ermployees
to reach our facilities were interupted in any material respect due to a natural disaster or other reasons, it would have a signiticant irmpact on our facilities and our buginess
Furthermore, the impact, or impending threat, of a natural disaster has in the past and may in the future require that we evacuate one or more facilities. which would be costly and
would involve nsks. mcluding potentially fatal nsks. for the patients. The impact of disasters and similar ¢events s inherenthy uncertain, Such events could harm our paticnts and
ermplovees. severely damage or destroy one or more of our facilitics. harm our business. reputation and financial performance. or otherwise cause our business to suller in wavs
that we currently cannet predict.

Significant changes in the ¢limate may oceur m arcas where our facilities are Jocated and we may expenence more frequent extreme weather events which may result in
physical damage to or a decrease in demand for our facilities located in these areas or affected by these conditions. In addition, changes i tederal and state Jegislation and
regulation on chmate change could result in increased capital expenditures to mprove the energy efficiency ot our facilities without a comesponding increase m revenue. Clamte
change may also have indirect eflects on our business by increasing the cost of {or making unavailable) propeny insurance on terms we find aceeptable. Should the impact of
climate change be matenal in nature, meluding destruction of our facilities, or oceur for kengthy periods of ume, our financial condition erresults of operations may be adversely
affected.

Future acquisitions or new developmerts may be difficult to complere, use sigrificara resources, or be unsuccessfid and could expose us to unforeseen liabilities. We
may sclectively pursue acquisitions or new developments in our target markets. Acquisitions and new developments may invobve significant cash expenditures, debt incurmence.
capital expenditures, additional operating losses, amoniztion of the inmtangibke assets of scqured companies, dilutive issuances of equily securities and other expenses that could
have a material adverse effect on our financial condition and results of operations. Acquisttions also involve numerous other nsks. ncluding difficulties integrating acquired
vperations. personnel and mfomuation systems. diversion of monagement’s tme fom exising operations. potential losses of key eoployees or custoners of acquired companics.
assumptions of significant liabilities, exposure 10 unforescen liabilities of acquired companies and increases i our indebredness.




We cannot assure that we will succeed in obtaining financing for any acguisiions a1 a reasunable cost or that any linancing will ro1 contain restrictive covenants 1hat

limit our operating Nexbility. We also may be unabke o operate acquired facilities profitably or succeed in achieving improvements in their financial perfomunce.

We also nmy face competition in acquidng any facilitics. Our compatitors nay acquire or seck w acquire neny of the facilitics that would be sunable acquisition
candidates for us. This could linat our ability 1o grow by acquisitions or increase the cost of our acquisitions

In addition. tederal and state regulation oy adversely impact our ability to complete acquisitions or pursue new developments. For exarmple, a Medicare regulation known
as the " 36 Month Rule™ prohibits the buyer of a Medicare-venified hone heahh agency fromassuming the Medicare billing privileges of an acquired agency if the acquired agency
cither enrolled in Medicare or underwent a change in majenity ownership fewer than 36 months prierto the acyuisition, subject to certam exceptions. nstead. the buyer must enrell
the acquired home health agency as a new provider with Medicare. The 36 Moath Rulke may increase competition for acquisition targets that are noi subject to the rule and may
cause signtficant Medicare billing delays for purchases ol home health agencies that are subject 1o the rule. [n additivn, our ability 10 expand operations in a state depends on our
ability 10 obtain necessary state licenses to operzte and, where required. centificate of need approval. States oy it the number of licenses they issue. The failure o obiain any
required license or cenificate of need could impair our ability to operate vr expand our business.

Lpkeep of healtheare properties is capital intensive, requiring us to continually direct financial resources to the maimenance and enhancemert of our physical plant
and equipment. As of December 31, 2025, we leased or owned 72 shalled nursing facilities. 24 assisted living facilities. three bebavioral bealth hospitals. and etzht mdependent
living facilitics. Qur ability 10 wantain and enhance our physical plant and equipment in a suitable conditien o meet regulatery standards. operate efficiently and remein
compettive n our markels requires us 1¢ conmit a substantial portion of vur fee cush flow o continued myvestment in our physical plant and equipment. Centam of our
cormpetitors may vperate centers that are net as old as our centers. or may appear more nodemized than our ceaters. and therefore may be mote attractive o prospective
customers. In addition. the cost to replace vur exsting centers through acquisition or constriction is substantially higher than the camrving value of vur centers. We are
undertaking a process to allocate more aggressive capital spending within our vwned and leased facilitics in an etfort 10 address issues that anse in connection with an aging

physical plant.

If factors, including facters indicated in these "Risk Factors” and other factors bevond our control render us unable to direct the necessary financial and hunmn resources
w the muintenance. upgrade and modemiztion of our physical plant and equipment. our business. results of operations. financial condition and cash flow could be adversely
inpacted.

He are defendants in significant legal actions, which are commonplace in our indisiry, and which could subject us to increased operating costs and substurntial
uninsiored linbilities, which would materially and adversely affect our liguidity and financial cordition As s wvpical in the health care industny, we are subject to claimes that
our services have resulted in resident injury or other adverse effects. We, like our industry peers, have experienced 2n increasmg trend in the lrequency and severity of
protessional liability and workers* compensation claims and litigation asserted agamst us_ [n some states in which we have significunt openitions. insurance coverage tor the risk
of punitive Jamages arsing from professional liability clainms and. or ligation may not. n certain cases. be available due to state law prohibitions or limitations of availability. We
cannot assure vou that we will not be lable for pumitive danage awards that are cither not covered or are in excess of our insurance policy limits. We also believe that there have
been, and will continue to be, govemmental investigations of long—term care providers, particulurly m the arca of Medicare Medicaid false clams, as well a5 an increase m
enforcerment actions resulting from these investigations. Insurance is not available 1o cover such losses. Any adverse determination n a legal proceeding or governmental
investigation, whether cusrently asserted or arising m the future, could have a matenal adverse effect on our tinancial condition,

Due 1o the nsmy cost and lmoed avalabilny of professional liabilty and workers” compensation insuranee, we are largely seli=nsured on all of these programs and as a
esult, there is no limit on the maximum number of claims or amount for which we or our insurance subsidiaries can be lable in any policy period. Although we base our loss
estimaies en independent actuarial apalyses using the inforration we have to date, the amount of the losses could exceed our estimates. In the event our actual liability exceeds
our ¢stimates for any given penod, our wsuls of eperations and (inancial condition could be materally adversely impacted. In addition. our insurznee ceverage moght not cover all
claims made against us. If we are unable to mamtain our cument msurmnce coverage. if judgments are obtamed in excess of the coverage we mamtain, if we are requured to pay
unmsured punitive damwges. or i the number of clams settled within the self=insured retention cumrently in place significanthy increases. we could be exposed 1o substantial
additional liabilities. We cannet assure you that the claims we pay under our self-insurance programs will not exceed the reserves we have set aside to pay claims. The number of
clams within the self~insuzed retention may increase.
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Ifwe fail to compete effectively with other health care providers, our revenues and profitability meay decline, The health care services mdustry is highly competitive
Our skilled nursing facilities, assisted bving facilities, independent bving facilities, hospices, home care services and other operations compete on a local and regional basis with
other nursmyg centers, health care providers. and senior living service providers that provide services smmar 1o those we offer. Some of our competitors’ tacilities are located in
newer buildings and may offer services not provided by us orare operated by entities having greater financial and other resources than us. Centain of our competitoss are operated
by not-for-profit, non-taxpaymg or govemnental agencies that can finance capital expenditures on a tax-exeopt basis and that receive funds and chantable contrbutions
unavatlable to us. Consebidations of not-far-profit entitics may intensify this competitive pressure. Many competing general acute care hospitals are larger and more established
than our facilities

There is also increasing consolidation m the thid-panty paver indusiny. meludimg vertical integration efforts ameng thrd-panty payvers and bealthcare providers.
Healtheare industry participants are inereasingly implementing phyvsician alignnent strategics. such as enploving phyvsicians. acquiring physician practice groups and
participating n ACOs or other clnical integration models. (kher industry panicipants, such as large emplever groups and their alfiliates, mey miensify conpetitive pressure and
atieet the industry in ways that are difficult to predict. Trends 1oward clinical transparency and value-based purchasing may impact our conpetitive position and patient volunes.

Our facilitics conpete based on factors such as our reputation for quality care: the commitment and expertise of our stafll the guality and comprehensnveness of our
treatment prograns: the physical appearance. location anrd condition of our facilities and 1o a lirmted extent. the charges for services. In addition, we compete with other health care
providers for custoner referrals from hospitals and other providers. As a result. a faillure to conmpete effectively with respect to referrals nuy have an adverse impact on our
business. We cannot assure that increased conpetition in the future will not adversely atfect our tinancial condition and results of operations.

Possible changes in the case mix of patients and payor mix may significarly affect our profitability. The sources and amounts of our patient revenues will be
determmed by a number of factors, including licensed bed capacity and occupancy mates of our tacilities, the mix of patients and the mtes of reimbursenent among pavors
Changes i the case mix of the patients as well as payor mix among private pay, Medicare and Medicaid will significantly affect our profitability. Particulariy. any significant
nerease in our Medicaid pepulation could have a nmtenal adverse effect on cur financial position. results of vperations and cash tlow. especially if states operating these
progrins continue to not. or more aggressivehy seek limts on, renrbusenent mtes o service levels.

Private third—party payors continue to vy te reduce health care costs. Private third—party pavors are centinuing their efforts to control health care costs through direct
contracts with health care providers. increased utilization review and greater enrollment in rmnaged care programs and preferred provider organyations. among other strmategies.
These private pavers increasingly are dermunding diseounted fee structures and the assumption by health care providers of all or a portion of the financial risk. The abiliy ot
private payors (o control healthcare costs may be enhanced by the increasing conselidation of msurance companies and the ventical integration of health msurers with healtheare
providers. We could be adversely atfected by the continumg efforts of private third-pany payors 1o Lt the amount of rembursement we receive for health care services. We
cannol assure you that rearbursement under private third-party payor prograns will remain at Jevels conparable to present levels or will be sufficient o cover the costs allocable
1w patients eligible for reimbursement pursuant to such programs. Future changes in the reimburserment rates or methods of private or third—party pavors or the mplemeatation ol
other measures to reduce retmburserment tor our services could result in a substantial reduction in our net opersting revenues. As a result of competitive pressures, our ability o
fmintain operating nargins through price increases 1o private patients is linmed.

In additron. the filure 1o oblam. Tenuew, o retan payor agreements with tivorable contract termw nety negatively impact our results of vperations and. or revenue. Qur
abdity 10 contract with payors depends on our quality of service and reputation, as well as other factors ot which we may have little or no control. such as state appropriztions and
changes in provider eligibility reguirenents,

The effects related to any potential figure pandemic, cpidemic. or infectious disease owtbreak could adversely impact our businesy and figure results of aperations
and financial condition, Pandemics, epidemics. or outbreaks of contagious illnesses and similar events may cause harmto us. our parners (erplovees ). our patents. our vendors
and supply chain partners, and financial institutions, which could have a matenal adverse effect on our results ef operations. tinancial condnion and cash flows. The mpacts may
include, but would not be limited to:

o Disruption o operations due 1o the unavailbility of pantners dee to illness, quarantines, nisk of illness, travel restrictions or factors that limit our existing or potential
workforee,

& Increased costs and stafling requirements related to addntienal CDC protocols, federa] and state workforce protection and related isolation procedures, including
obligations to test paticnts and staff,

® Decreased availability and increased cost of supplies duc 1o increased demund around essential personal protective equipment {"PPET). sanflizers and cleaning supplies
including disinfecting agents, and foed and foed-related products dug to increased global denand and disruptions along the global supply chams of these nanutactures
and distoibutors.

®  Decreased census across all vur operations, which could negatively impact our operating cash flows and financiai condition.

o  FElevated panner tumover which mmay increase pavroll expense, ncrease third pany agency rurse staffing, and recruiting-related expenses.

e [ncreased risk of litigation and related liabilnies anismg in connection with patient or paniner illness. hospitalization and or death.

e Significant distuption ef the global financial markets, which could have a negative impact on our ability to access capital in the tuture.

Any such enisis could dirminish public trust in hezlthcare providers, particularly those that are treating or have treated patients atfected by contagious diseases. Patient
velumes may decling or volumes of uninsured patients may increase. depending on the ¢conomic circumstances surmounding the pandenac. epidemic or outbreak

e are permitted to incur substaraially more debt, which could fiather exacerbate the risks described above. We and our subsidiznies may be able 10 ncur substantial
ndebtedness in the future. If additional debt is added, the related dsks that we now face could intensify
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Risks Related to Government Regulation

We conduct business in a heavily regulated industry, and chunges in, or violations of regulations may result in increased costs or sanctions that reduce our revenie
and profitability. In the ordmary course of our business. we are regulardy subject to mquines, mvestigations and audits by tederal and state agencies to deternmne whether we arc
n cempliance with regulations governing the operation of. and reimbursement for. skalled nursing facilities and pursing homes. assisted living and independent bving tacilities.
huspice. home health agencies. behavioral bealth hospitals. and our other operating arcas. These regulations include those relating 1o licensure, cenitication and corollment with
govemnment programs, conduct of operations, ownership of facilities, construction of new and additiens to exsting [acilities, allowable costs, adeyuacy and quality ot serviees,
qualifications and trairing of personnel, communications with patients and consumyrs, billing and coding for services, adequacy and manner of documentation for services
provided. minimum direct care spending ratios. services and prices for sernvices, and phanmaceuticals and controlled substances. Various laws, including federal and stale anti-
kickback and anti-fraud statutes. prohibit certam business practices and relationships that might affect the provisien and cost of health care services reimbursable under federal
and or state health care programs such as Medicare and Medicaid, including the pavment or receipt of remuneration for the reteral of patients whose care will be pad by [ederal
govemmental programs or fee-splitting amangements berween health care providers that are designed w induce the referral of patients 10 o provider for nedical products and
serviees. Furthermore, many states prohibit business corporations frorm providing or holding themselves out as a provider of medical care.

In addition, the Stark Law broadly defines the scope of prohibited physician referrals under tederal health care programs to previders with which they have ownership or
other financial amangements. Many states have adopted. or are considermy. legislative propesals sular to these laws, some of which extend bevond lederal health care programs.
w prohibit the pavment or receipt ot renunceration for the refemal ot patients and physician referrals regardless ofthe source of the payment for the care.

We also are subjeet to putential lawsuits under a federal whistle-blower statute designed to combat fraud and abuse in the heakth care industry, known as the tederal False
Qlaing Act. These lawsuits can involve significant moncetany awards to private plaintifts who successfully bring these seits. When a private party brings a quitamaction under the
False Clams Act. it files the complaint with the coun under seal. and the detendant will generally not be aware of the lawsust until the govemment nmakes a detemunation whether it
will intervene and take a kead m the lngation.

These laws and regulations are complex and limited judicial or regulatory interpretation exists. We cannot assure vou that govemnental officials charged with
responsibility tor entoreing the provisions of these laws and regulations will not assert that one or more of vur amengenents are in violation of the provisions of such laws und
regulations.

The regulatory environment sumoundmg the posi-acute and long—term care industry has intensitied, particularly for larger for—profit, nuli-facility providers like us. The
federal govemment has inposed exensive enforcenent policies resulting in a signiticant increase in the number of inspections, citations of regelatory deficiencies and other
regulatory sanctions, including tenmnations [rom the Medicare and Medicaid programs, derials of payment for new Medicare and Medicaid admissions and civil nonetary

penalties.

[t we fail to obtam or renew required regulatory approvals or licenses or fail to conply. or are perceived as failing 1o comply. with other eaensive laws and regulations
applicable 10 our business, we could have our licenses suspended or revoked. become ineligible to recetve governnenl program reimbursenent, be required to refund anounts
received from bedicare. Medwaid or private payors, sulfer civil or erirnal penalties, suffer damge 10 our reputation in virious markets or be required to make signilicant changes
1o our operations. Any of these sanctions could have a natenial adverse effect on our operations and financial condition. Furthermore. should we lose licenses or centifications for
nany of vur facilities as a result of regulatory action or otherwise, we could be deemed @ default under sone of cur sgrecoents, meluding agreenents goveming oulstanding
indebtedness.

We have established policies and procedures that we believe are sufficient to ensure that we will operate m substantial complianee with these anti-fraud and abuse
requirements. Fromtime to time, we may seck guidance as to the interpretation of these laws: however. there ¢an be no assurance that such laws will ultimately be interpreted in @
manner consistent with our practices. In addition, we could be forced to expend considerzble resources responding to an investigation or other enforcerent action under these
laws or regulations. While we belicve that our business practices are consistent with Medicare and Medicaid criteria, those criteria are often vague and subject to change and
interpretation. We are unable to predict the future course of federal. state and local regulation or kgisltion, includmng Medicare and Medicaid statutes and regulations. ot the
mtensity of federal and state enforcement actions. Aggressive anti-fraud actions have had and could have an adverse etfect en our fmancial positien, results of operations and
cash tlows. See Item 1, "Business — Govemnment Regulation™.
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Our business may be impacted by healtheare reform efforts. [n recent vears, the US. Congress und cenain state legislateres have considered and passed a large number
of laws intended to result in significant changes to the healheare indusine ncluding the ACA. The ACA atfects how healtheare services are delivered and reimbursed through the
expansivn of public and private health insurance coverage, reductivn of growth in Medicare and Medicaid spending. and the establishment and expansion of prograns that tic
reimbursenent 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 1o the ACAL its implenentation or its interpretation. Changes by Congress or govemnent agencics could clingnate or alter provisions beneficial to us. while kaving m
place provisions reducing our rembursement or otherwise negatively impacting our business.

s well as other

There is also uncentainty regarding whether, when and what other health reform measures will be adopted. and the inpact of such efforts on providers
healtheare industry participants. Some members of Congress have proposed expanding govemnent-funded coverage. including proposals to expand coverage of federally-tunded
Insuranee prograns as an altemative o private insurance or to establish a single paver system (such refoms are often retferred to as "Muedicare for A, and some states have
impiermented or proposed public health insurance options.

In addition. CM% administrators may nwke changes 1o Medicaid payvnent models or grant additional flexdbilitics to states e the adnunistration of state Medicaid prograns,
including by expanding the scope of waivers under which states nuy impierment Medicaid expansion previsions, kmpose different eligibility or enrollment restrictions, or otherwise
mmplerment programs that vary from federal standards. Other industry participants, such as prvate payors. mev also introduce financial or delivery systemreforms. We are unable to
predict the nature and success of such initiatives . Healtheare reforminitiatives may have an adverse ¢ffect en vur business. financial condition. and operating results.

He are required to comply with laws governing the transmission and privacy and security of health information. HIPAA requires the use of uniform electronic data
trnsmisswon standards for healtheare clums and payment transactions subnmted or recerved celectronically. n addinon. as required by HIPAAL the HHS has ssued privacy and
security regulations that extensively regulate the use and disclosure of individually ientifiable healh intormation (known as Protected Iealth Information, or PHD and require
covered entities, including healtheare providers and health plans, and vendors known as "business associates.” to implement adnunistrative, physical and technical safeguards to
protect the security of PHIL Covered entities nust report breaches of unsecured PHI without unreasonable delay to affected ndividuals, HHS and. m the case of targer breaches.
the media. The privacy. security and breath notification regulations have imposed. and will continue to inpose. significant conpliance costs 0n our operations.
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There are nunereus other laws and legislative and regulatory initiatives at the tederal and state levels addressing privacy and secunty concems. These laws vary and may
impose additional obligations or penahies. For example, additionsl federa] and siste obligations may apply 10 behavioral, addictive disorder and other types of sensizive
mnfomution. Funther, vanous state laws and regulations may require us to notify affected individuals in the event of a data breach invoiving individually dentifiable informution
{even if no health-related information is involved). In addition, the Federal Trade Commusson uses its consumer protection authority to mitiate enforcement actions m response to
data breaches. To the exgent we fail 1o conply with one or more federal and/or state privacy and sccurny requirenents or if we are found to be responsible for the non<omphance
of our vendors, we could be subject to substantial fines or penalties. as well as third-panty claims. and sutfer harmmto our reputation, which could kave a moerial adverse etfect on
our busingss, financial position. results of operations and liguedity.

In addition, health care providers and mdustry participants are alse subject to a growing number of requirements mtended to promve the nteroperability and exchange ol
patient kealth informmtion. For example. most health care providers and certam other entities are subject 1o mformution blkecking restrictions pursuant to the 21st Century Cures Act
that prohubit praciices that are bkely to mtertere with the access. exchange or use of clectrenic health information, except as required by law or specified by HHS as a reasonablke
and necessany activity.

We are subject to employment-refated laws and regulations which could increase our cost of deing business ard subject us to significart back pay awards, fines and
lawsidts. Our operations are subject to a variety of federal, state and local erployment-related laws and regulations. inchuding, but not limited to, the 1S, Fair Labor Standards
Act, which govems such ratters as minirum wages, the Family Medical Leave Act, overtime pay, conpensable time. record keeping and other working conditions, Tale VI of'the
Civil Rights Act, the Erployee Retiremment [nceme Security Act, the Amencans with Disabilities Act. the National Labor Relations Act. regulations of the Fqual Foployvment
Opportunity Commission, regulations of the Office of Civil Rights. regulations of the Department of Lubor {DOL). federal and state wage and hour laws. and a vanety of simlar laws
enacted by the federal and state govenments that govem these and other employmem-related matters. Because labor represents such a large portion of our operaling costs,
compliance with these evolving federal and state laws and regulatiens could substantially increase ovr cost vt doing business while failure 10 dv so could subject us to signiticant
hack pay awards. fines and lawsuits. In addition, federal proposals w introduce a svstem of mundated health insurance and flexble work tine and other similar mitiatives could, it
implenented, adversely affect cur operations. Our failure te conply with tederal and state emplovmentrelated laws and regulations coukd have a matenal adverse etfect on our
busmess, financial position, results of operations and liquidity.

Our business is subject to a variety of federal, state and local environmental laws and regalations, As a healtheare provider, we {ace regulatory requirenents in arcas of
ar and water quality control medical and Jow-level radivactive waste management and disposal. asbestos management, response 1o mold and lead-based pant in our factlities and
cplovee safety.

As an operator of heakhcare facilitics, we also may be required to mvestigate and remediate hazardous substances that are located on and or under the propenty,
mehiding any such substances that may have migrated off. or may have been discharged or transponed from the propenty. Part of our operations mvolves the handling. use,
slorage, transportation, dispesal and discharge of medical. biological. mtectious, toxic. flammuble. and other hazardous materials. wastes. polfutants, or contaminants, In additien.
we are somelumes unable to determmne with cerlamty whether prior uses of cur facilities and properties or surrounding propertics myv have produced continuing environmental
contamination or ponconpliance. particularly where the timing or cost of making such detenmnations is not deemed cost effective. These activities, as well as the possibke
presence of such matetials in, on and under our propertics, may result m damage to individuals, property, or the environment: may intemupt Operations Or CTCase cosls; muy
result in legal Lability, damages. injunctions or fings; may 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 conpliance with applicable environnental und occupational health and safety requirerents. However, we cannot assure vou that we will
not encounter environneatal labilities in the future, and such babilitics may result in matenal adverse consequences to our operations or financial condition,

He are subject to federal and state income taxes. Changes in tax laws and regulations or the interpretation of such laws could adversely affect our position on
income taxes and estimated income lighilities. Uncentain 1ax pesitions may arse where tax laws may allow for altemative interpretations or where the timing of recognition of
income is subject to judgment. We believe we have adequate provisions for unrecognized tax benefits related to uncertain tax positions. Although we believe we have accurately
estimatied our tax habilities. uncertainty of interpretation by various tax authoritics and the possibility that there are issues that have not been recognized by management could
result in additional tax liability. We believe that our labilities reflect the anticipated cutcome of known uncertain tax positions in conformity with ASC Topic 740 Income Tases.

We are also subject to regular reviews, examinations. and audits by the Internal Revenue Service and other 1axing authoritics with respect 1o eur taxes. There are
uncertaintics and ambiguities in the application of the Tax Cuts and Jobs Act of 217 (" TaxAct")and i is possible that the IRS could issue subsequent guidance or take positians
on audit that differ from our interpretations and assumptions. Although we believe our tax estimates are reasonable, if a taxing avthority disagrees with the positions we have
taken, we could face additional tax lability, ncluding micrest and penaliies. Our effective tax rmie could be adversely aftected by changes m the nuix of camings in states with
different statutory tax rates. changes in the valuation of deferred 1ax assets and labilities. change i tax lsws and regulations. changes in our nterpretations of tax laws. meluding
the Tax et Unanticipated changes m eur tax rtes or exposure to additional income 1ax liabilities could affect our profitability. There can be noe assurance that payvment of such
additional amounis upon final adjudication of any disputes will not have a material impact on our results of vperatiens and linancial position.
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Risks Related to OQur Structure and Public Company Compliance

Fatlure 10 maintain effective irgernal controls in accordance with Section 404 of the Sarbancs—Oxley Act condd resudt in a restatement of owr financial statements,
cause investors 1o lose confidence in our financial statemeras and our conmpary and have a material adverse effect on our business and stock price. We produce our
consobdated financial statements in accordance with the requirements of US, GAAP. Effective intemal controls are necessary for us to provide reliable financial reponts w help
mitigate the sk of fraud and 1o operate successtully as a publicly traded company. As a public company. we are required to document and test our intemal control procedures n
order to satsfy the requirements of Section 404 of the Sarbanes—COndey Act of 2002, or Scction 4. which requires annual maragement assessments of the etfectiveness of our
internal controls over financial reporting.

Testing and mamtaining imemal centrols can divert our management's attention fromother matters that are important 10 our busmess. We may not be able to conclude on
an ongoing basts that we have etfective intemnal contrels ever tinancial repontimg in accordance with Section 404 or our independent registered public accounting firm may not be
able 10 issue an unqualified repont o we conclude that our miemal controls over financial reporting are not effective. It either we are unable to conclude that we have effective
ntemal controls over tinancial reperting or our independent registered public accounting fimm is unable 1o provide us with an ungualified repon as required by Section 404,
mvestors could lose confidence in our reperted financial information and our cormpany, which could result in a decline in the market price of our common stock, and cause us Lo fail
to meet our reporting obligations in the future, which i turn could impact our ability to raise additional financing if needed in the future.

Increasing costs of being publicly owned are likely to impact our figure consolidated financial position and results of operations. In connection with the Sarbanes—
Onxdey Act of 2002, we are subject 1o mules requinng our managerment to report on the effectiveness of our nternal contrel over financul reporting. [f we fail to have effective intemal
vontrols and procedures for fnancial reponmg @ place, we could be unable to provide tmely and reliable financial informmation which could, in tum, have an adverse effect on our
business, results of operations, financial condition and cash flows.

Significant regulatory changes, incleding the Sarbanes—Oxley Act and rules and regulations promulgated as a result of the Sarbanes—Oxley Act. have increased, and in
the future, are likely to turther increase general and administrative costs, [n order to comply with the Sarbanes—Oxley Act of 2002, the Isting standards of the NYSE exchange, and
ruks mplemented by the SEC, we have had to hire addiional personnel and utilize additional outside legal. accounting and advisery services. and may continue to require such
additional resources. Moreover in the mpudly changing regulatory envirorment in which we operate. there i3 signiticant uncertainty as to what will be required 1o comply with
many of the regulations. As a result. we may be required to spend substantially more than we currently estimate, and masy oeed 10 divent esources from outher activities, as we
develop our compliance plans.

Provision for losses in aur financtal statements may not be adequate. Loss provisions in our financial statements for self~insured progruns are made on an
undiscounted basis in the rekevant pedod. These provisions are based on intemal and exdemal evaluations of the ments of individual claims. analysis of clams history and
independent actuardally deternined estinstes. Our management reviews the methods of determining these estimates and establishing the resulting accrued liabilities frequently.
with any material adjusiments resulting from being reflected in current camings. Although we believe that vur provisions for self-insured losses i our financial statements are
adequate. the ulimate liability may be in excess of the amounts recorded. In the event the provisions for losses reflected in our financial statements are inadeguate, our financial
condition and results of operations may be mutenally affected.

Implementation of new information technology codd cause business imterruptions and negatively affect our profitability and cash flows. We continue to refine and
mplement vur mfomation technelogy 1o mprove customer service. enhance operating efficiencies and provide more effective managenment of business operations. Inplenentation
of information technology camies nsks such as cost overruns. project delays and business interruptions and delays. [f we experience a natenial business interruption as a result of
the mplenentation of our existing or future intormation technology infrastructure or are unablk: to obtain the projected benefits of this new mirastructure, it could adversely affect
us and could have a matenal adverse effeet on our business, results of operations, financial condition and cash lows

He deperdd on the proper finction and availability of our information systems. We are dependent on the proper tunction and availability of our information svstens.
Though we have taken steps to protect the safety and secunty of'our information systems and the data mamntained within those systems. there can be ne assurance that our safety
and security neasures and disaster recovery plan will prevent danmge or intermuption of our svstems and operations. and we may be velnerable 10 losses associated with the
improper functioning, sceurity breach or unavaiiability of our inforrmtion systems. Failure to maintain proper function and availability of our information svstems coukd have a
material adverse ettect on our business, financial position, results of operations and liquidity.
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In additwon. certain sofiware supporting our business and inforation systens are licensed o us by independent soltware developers. Qur inability or the inability ot
these developers. 1o continue o maintain and upgrade our infommution systems and software could disrupt or reduce the efficiency of our opertions. In additien. costs and
potential problens and internuptions associated with the implementation of new or upgraded svstens and technology vr with nuintenance or adequate suppon of existing systenms
also could disrupt or reduce 1he efficieney of our eperations and could have a matenal adverse effect on our business. financial position. results of aperations and liquidity.

Cybersecurity risks could harm vur ability to operate effectively. Cyberseeurity refers to the conmbinativn of technologics, processes and procedures established 1o
protect information technology svstems and data from unauthonized aceess. auack. or danage. We rely on vur infommtion systens to provide sceunity for processing.
trnsnussien and stormge of confidential patient. resident. enplovee, other consurmer information, such as pessonally identifiable informetion. mcluding information relating to
heaith protected by HIPAA. Although we have taken sieps to protect the security of our information systems. medical devices that store sensitive data. and the data maintamed n
those systems and devices, it is possible that our safety and secunty measures will not prevent improper functioning or the inproper aceess or disclosure of personally identifiable
informution such as in the event of cyber-attacks. We nuy be at increased nisk because we outsource certain services or functions to. or have systens that interface with, third
parties. Some of these third parties may store or have access to our data and may net have etfective controls. processes, or practices 1e protect our informatien trom attack.
damage. or unauthenzed access. A breach or attack, including those caused by updates and other releases, atfecting any of these third parties could harmour business.

If personally identifiable mlommution of our paticnts or others is improperdy aceessed. tampered with or distributed. we may mcur significant costs to remediate possible
injury to the aflected patients, and we may be subject to sanctions and civil or criminal penalties it we are found to be in vielation of the privacy or security rukes under HIPAA or
other smmlar federal or state laws protecting confidential personaliy identifisble information.

Security breaches, meluding physical or clectronic break—ins. computer viruses, attacks by hackers and similar breaches can create svstem disruptions or shutdowns or
the unauthorized disclosure af confidential information. Additionally, heahbeare businesses are increasingly targets of cvberattacks, whereby hackers disrupt business operations
or obtain protected health information, oflen demunding large ransoms. As cyber threats contmue to evolve, we muy be required to expend significant additional resources 1o
continue 10 modify or enhance our pretective measures or to investigate and remediate any eybersecunty vulnerabilities. The occumence of any of these events could result in
harmte patients: business intermuptions or delays: the loss. msappropration. coruption, or unauthorized access of data; litigation and potential liability under privacy. security
and consumer protection laws or other applicable laws: reputatienal damage: or federal and s1ate gevemmental inquiries. Any Rilure 10 mumtam proper functionality and security
of eur mfbrmation systems could have a materizl adverse effect en our business. tinancial condition, and resuhs of operations.

We may not be able to meet all our capital needs. We cannot assure you that our business will zenerate cash flow fom operations that anticipated revenue growth and
inprovement ot operating efficiencies will be realized or that future barowings will be avaifable 10 us in an amount sullicient Lo enable us o service any future mdebtedness or to
fund our other liguidity needs. We nay need to incur indebtedness. sell assets, or nuke certain dscretionary capital expenditures.

The performances of our fixed-income and our equdty investmert portfolios are subject to a variety of investment risks. Our investment portfolios are comprised
principally of fixed-meome secunties and common equities. Our fixed—income pertfolio is actively menaged by an mvestment group and includes short—term investments and
fixcd-mutunty secunties. The perfornances of our fed—income and our cquity porttolios sre subject 1o a number of nsks., including:

e Interest rate risk - the sk of adverse changes in the value of fied—income securties as a result of mereases in market nterest rates.

e Investment credit risk - the sk that the value of cenain investments may decrease in value due to the deterioratien in fnancial condition of, or the liquidity available o,
one or mere issuers of those securiticos or, in the case ol asset-backed sceeuritics, due to the detenoration of the loans or other assets that underlie the secunties. which, m
cach case, also includes the nsk ol permancnt loss.

=+ Concentration nsk - the nsk that the portfolio may be too heavily concentrated in the securities of National Health Investors N0 or cenain sectors or ndustries, which
could result in a significant decrease m the value of the pontolio in the event of a detertoration of the fimancial condition, performence. or cutlook of NHIL or those certain
sectors or industrics.

e Liguuity risk ~ the risk that we will not be able to convert mvestments into cash on favoerable terms and or a timely basis ot thal we will not be able to sell them at all,
when we desire to do so. Disruptions in the financial mackets or a lack of buyers tor the specific securties that we are trving 10 sell, could prevent us from liquidating
securities or cause a reduction in prices to levels that are not acceptable o us
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I addition, the success of our investment strategies and asset allocations in the fixcd—incone portfolio muy vary depending on the narket environnent. The fixed—
incone: portfolio’s perfomance also nuy be adversely inpacted if, among ather factors: there is a fack of trans parency regarding the underlymg businesses of the issuers of the
sevuntics that we purchase: credit mings assigned to such secunties by natwenally recognzed credit mtmg agencivs are based on inconplete infonmation or prove unwamanted: or
our risk mitigation stralegics are ineffective forhe applicable nurket conditivns.

The cormmon equity pentfolio is subject 1o general movements in the values of equity merkets and to the changes m the prices of the securtties we hokd. Equity narkets,
sectors. industries, and ndividual securities mmay be subject to high volatibty and 10 Jong penods of depressed or declining valuations

I the fed-meome or equity portfolivs. or both. were to sufler a decrease in value due to ourket. sector or issuer—specific conditions 1 a substantial degree. our
liquidity. tinancial position. and fnancial results could be matenally adversely affecred.

Our stock price is volatile and fluctuations in our operating resulls, quarterly earnings and other factors may resudt in declines in the price of owr contnon stock.
Cguity markets are prone to. and in the last few vears have expericnced, extrene price and voluny fluctuations. Volatilty over the past few vears has had a significant impact on the
market price of securitics issucd by many companics, including us and other companies in the healthcare mdustry, [ we are unable to operate vur busmesses as profitably as we
have in the past or as our stockholders expect us to in the future. the market price of our conmon stock will likely decline as stockholders could scll shares ol vur cotnmon stock
when it becomes apparent that the market expectations may not be realied. In addition to our operating results. many economic and other factors beyvond our control could have
an adverse etfect on the price of our conmon stock including:

e genenl cconone conditions;

e developments generally affecting the healthcare ndustry:

s simlegic actions. such as acquisiions or restructunngs. or the introduction of new services by us or our conpetitors:
& new laws orregulations or new interpretations of exdsting laws or regudations applicable o our busmness,
s Itigation and governmental investigations;

#» changes in accounting standards, policies, guidance, inerpretations or prmeiples:

& nvestor perceptions of us and our busmess:

& actions by institutional or other large stockholders:

& yuanterly variations in operating results;

¢ changes in finuncial estimates and recommendations by sceunties analysis:

& press releases or negative publicity relating 16 our competitors orus or relating to trends in health care:
e sales ofstock by msiders:

s natural disasters, terrorist attacks and pandemics; and

* additions or departures of key personnel,

e may not be able to pay or mairdain dividends and the faiture to do so wonld adversely affect our stock price. We cumently pay a quarterly dividend on our
conmen stock and our Beard miends to continue 10 payv a quarterty dividend. However our ability 10 pay and mamtan cash dividends is based on many factors, meluding our
financial condizion, funds from operations. the level ot our capital expendinares and future business prospects, our ability 1o muke and finance acquisitions, anticipated vperating
cost levels, the Jevel of denund for our beds, the rates we charge and actual results that nuy vary substantially from estimates. Some of the tactors are bevond our control and a
change in any such factor could affect our ability to pay or naintain dividends. The failure to pay or naintain dividends could adversely atfect our stock price.

[TEMIB,  UNRESOLVED STAFF COMMENTS

None.

MEMIC. CYBERSECLRITY

The Company s Beard of Directors is commutted te both sateguardmy agamst evbersecurity threats and complying wath the SEC Cyvbersecunty regulations adopted on
July 26. 2023, The Board receives an 2nnuat evberseeurity update from the Chief Information Officer $CI() and Chiet Information Security Otficer ¢CISOY a1 one of the Board
meetings held throughout the year. Accordingly, they received their customary detailed briefing from the C10 and CISO at the August 7, 2023 mecting.

The CIO provides reievant informatior on cybersceunty threats and nsks 1o the Centtfication Committee on a quarterly basis. This meeting s chamed by a representative
o' the Audit Commttee and attended by the Chainman of the Audit Comrmttee. The Chairmun of the Audit Conmittee will then escalate any significant matters to the full Audin
Cotmrittee. If necessary, the Audit Cormiittee can further elevate these ratiers o the full Board of Dhircctors.

The Corrpany has woplemented processes and continues to loek at improved ways to identify. assess. and manage material risks frem cy bersecunty threats, Additonally.
it has established procedures to evaluate any material etfects. or reasonably likety material effects. of nsks from eybersecunty threats and past cybersecurity incidenis. The
Conpany also has processes in place 10 assess and determne the necessity of any maeral disclosures required on Form K.

The Company's CIO brings over 40 years of experience m information technology and cvbersecurny within the healtheare sector. The CISO has more than 23 vears of
expentise m technology and cybersecurity and has served as the Company's CISO for 7 vears. The Company has an Incident Response Planning Comemittee that convenes
quarterhy to address, identify. and manage any significant cvbersecurnty threats. Additionally, the Conmpany has a erisis team comprising the Compliance Otficer, Ceneral Counsel,
Chiet Financial Officer. Human Resources Officer, Facilities Management Administrator, and Network Systens Administrator, which is activated if an event poses a signiticant nsk
tw the Company .

The Conpany and the Board of Dwectors are conmmtted to rennmning updated on evelving cvbersecunity regulations and best practices, as well as the development and
anendment of processes 1o meet these changing demands.
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ITEM 2. PROPERTIES

Skilled Nursing Facilities

Licensed
State City Center Name Affiliation Beds
Alabama Anniston NHC HealthCare, Anniston Leased(l) 151
Moulton NHC HealthCare, Moulton Leased(1) 136
Ceorgia Fort Oglethompe NHC HealthCare, Fort Oglethorpe Owned 135
Rossville NHC HealthCare, Rossville Owned 11
Kentucky Glasgow NHC HealthCare, Gasgow Leased(1) 194
Missouri Desloge NHC HealthCare, Desloge Leased(1) 120
Joplin NHC HealthCare, Joplin Leased(1) 124
Kennett NHC HealthCare, Kennett Leased(1) 170
Macon Macon Health Care Center Owned 120
Osage Beach Osage Beach Rehabilitation and Health Care Center Owned 94
St. Charles NHC HealthCare, St. Charles Leased(l) 120
St. Louis NHC HealthCare, Maryland Heights Leased(1) 220
Sprngfield 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) 29
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
Greenwood NHC HealthCare, Greenwood Leased(1) 152
Greenville NHC HealthCare, Greenville Owned 176
Lancaster White Oak of Lancaster Owned 132
Laurens NHC HealthCare, Laurens Leased(1) 176
Lexington NHC HealthCare, Lexington Owned 170
Mauldin NHC HealthCare, Mauldin Owned 180
Murrells Inlet NHC HealthCare, Garden City Owned 148
Newberry White Oak of Newberry Owned 146
North Augusta NHC HealthCare, North Augusta Owned 192
North Charleston White Oak of Charleston Owned 176
Rock Hill White Oak of Rock Hill Owned 141
Spartanburg White Oak of North Grove Owned 132
Spartanburg White Oak of Spartanburg Owned 60
Spartanburg White Oak Estates Owned 88
Sumter NHC HealthCare, Sumter Managed 138
York White Oak of York Owned 109
Tennessee Athens NHC HealthCare, Athens Leased(1) 86
Chattanooga NHC HealthCare, Chattanooga Leased(l) 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
Kingspon
Knoxville
Knoxville
Knoxville
Lawrenceburg
Lawrenceburg
Lewisburg
Lewisburg
McMinnville
Milan
Murfreesboro
Murfreesboro
Nashville
Nashville
Nashvlle
Nashville
Nashville

Oak Ridge
Pulaski
Smithville
Somerville
Sparta

Spring field
Tullahoma

Bristol

NHC HealthCare, Cookeville
NHC HealthCare, Dickson

NHC HealthCare, Sequatchie
NHC HealthCare, Farragut

NHC Place, Cool Springs

NHC HealthCare, Frankln

NHC Place, Surmer

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

NHC HealthCare, Lewisburg
NHC HealthCare, Oakwood
NHC HealthCare, McMmnville
NHC HealthCare, Milan
AdamsPlace

NHC HealthCare, Murfreesboro
Lakeshore, Heartland
Lakeshore, The Meadows

The Health Center of Richland Place
NHC Place at The Trace

West Meade Place

NHC HealthCare, Oak Ridge
NHC HealthCare, Pulaski

NHC HealthCare, Smuthville
NHC HealthCare, Somerville
NHC HealthCare, Sparta

NHC HealthCare, Springfield
NHC HealthCare, Tullahoma

NHC HealthCare, Bristol

Managed
[eased(l)
Leased(1)
Owned
Owned
Leased(1)
Owned
Leased(1)
Leased(1)
Owned
Owned
Owned
Owned
Managed
Leased(1)
Leased(1)
Leased(1)
Leased(1)
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

30

92

122

167

160

115

100

115
117

90
181

66
113
107

120
120
102
114

12

107

120




Behavioral Health Hos pitals

Licensed
State City Center Name Affiliation Beds
Missouri Maryland Heights Maryland Heights Center for Behavioral Health Owned 20
Osage Beach Osage Beach Center for Cognitive Disorders Owned 18
Tennessee Knoxville Knoxville Center for Behavioral Medicine Owned(2) 64
Assisted Living Units
State City Center Name Affiliation Units
Alabama Anniston NHC Place/Anniston Owned 67
Kentucky Glasgow NHC HealthCare, Glasgow Leased(l) 12
Florida Merritt Island Sodalis Senior Living Memitt Island Owned 85
Stuart Sodalis Sentor Living Stuart Owned 84
Vero Beach Sodalis Senior Living Vero Beach Owned 119
Missoun St. Charles Lake St. Charles Retirement Center Leased(1) 26
St. Peters Villages of St. Peters Memory Care Owned 60
North Carolina Tryon Benson Hall Assisted Living Owned 18
South Carolina Bluffton The Palmettos of Bluffton Owned 78
Charleston The Palmettos of Charleston Owned 60
Columbia The Palmettos of Parklane Owned 75
Greenville The Palmettos of Mauldin Owned 45
Murrells [nlet The Palmettos of Garden City Owned 80
Spartanburg White Oak Estates Assisted Living Owned 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
Callatin NHC Place, Sunmer Owned 80
Murfreesboro AdamsPlace Owned 106
Nashville Lakeshore Heartland Owned 9
Nashville Lakeshore, The Meadows Managed 10
Nashville Richland Place Managed 24
Nashville The Place at the Trace Owned 80
Smithville NHC HealthCare, Smithville Leased(1) 6
Somerville 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
Murfreesboro AdamsPlace Owned 93
Nashville Richland Place Retirement Apts. Managed 136
Homecare Agencies
State City Homecare Agencies
Florida Chipley NHC HomeCare of Chipley
Crawtordville NHC HomeCare of Crawfordville
Meritt [sland NHC HomeCare of Memitt Island
Panana City NHC HomeCare of Panama City
Port St. Joe NHC HomeCare of Port St. Joe
Quincy NHC HomeCare of Quincy
Tallahassee NHC HomeCare of Tallahassee

South Carolina

Tennessce

Vero Beach

Aiken
Anderson
Greenville
Greenwood
Laurens
Murrells Inlet
Summerville
West Columbia

Athens
Chattanooga
Columbia
Cookeville
Dickson
Franklin
Hendersonville
Johnson City
Knoxville
Lawrenceburg
Lewisburg
McMinnville
Milan
Murfreesboro
Pulaski
Somerville
Sparta
Springfield

NHC HoneCare of Vero Beach

NHC HoneCare of Aiken

NHC HomeCare of Anderson
NHC HomeCare of Greenville
NHC HomeCare of Greenwood
NHC HomeCare of Laurens
NHC HomeCare of Murrells Inlet
NHC HomeCare of Low Country
NHC HomeCare of Midlands

NHC HomeCare of Athens

NHC HomeCare of Chattanooga
NHC HomeCare of Columbia
NHC HomeCare of Cookeville
NHC HomeCare of Dickson

NHC HomeCare of Franklin

NHC HomeCare of Hendersonville
NHC HomeCare of Johnson City
NHC HomeCare of Knoxville
NHC HomeCare of Lawrenceburg
NHC HomeCare of Lewisburg
NHC HomeCare of McMinnville
NHC HomeCare of Milan

NHC HomeCare of Murfreesboro
NHC HomeCare of Pulaski

NHC HomeCare of Somerville
NHC HomeCare of Sparta

NHC HomeCare of Spring field
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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
Creeneville
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

Cans Healthcare — Anderson
Cans Healthcare — Charleston
Caris Healthcare — Columbia
Caris Healthcare — Greenville
Caris Healthcare — Greenwood
Cans Healthcare — Myrtle Beach
Canis Healthcare — Sumter

Caris Healthcare — Athens

Caris Healthcare — Chattanooga
Caris Healthcare — Columbia
Cans Healthcare — Cookeville
Caris Healthcare — Clinton

Cans Healthcare — Crossville
Caris Healthcare — Dickson

Cans Healthcare — Greeneville
Caris Healthcare — Johnson City
Cans Healthcare — Knoxville
Cans Healthcare - Lawrenceburg
Caris Healthcare — Lenoir City
Caris Healthcare — Milan

Cans Healthcare - Mormistown
Caris Healthcare — Murfreesboro
Cans Healthcare — Nashville
Caris Healthcare — Sevierville
Cans Healthcare — Somerville
Caris Healthcare — Springfield

Cans Healthcare — Tullahoma

Cans Healthcare — Big Stone Gap
Caris Healthcare — Bristol

Cans Healthcare — Cedar Bluff
Canis Healthcare - Wytheville

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

Name of Facility Location No. of Beds

Skilled Nursing Facilities

Solaris HealthCare North Naples Naples, FL 60
Solaris HealthCare Coconut Creek Coconut Creek, FL 120
Solaris HealthCare Daytona Daytona Beach, FL T
Solaris HealthCare Imperial Naples, FL 113
Solanis HealthCare Windermere Orlando, FL 120
Solaris HealthCare Charlotte Harbor Port Charlotte, FL 180
The Health Center at Standifer Place Chattanooga, TN A
Solaris HealthCare Lake City Lake City, FL 120
Solans HealthCare Pensacola Pensacola, FL 180

Assisted Living
Standifer Place Assisted Living

(1) Leased from NHI

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

entity.

Chattanooga, TN

26

No. of Units

74




[TEM 3. LEGAL PROCEEDINGS
General and Professional Liability insurance and Lawsuits

The senior care mdustry has experienced increases in both the number of personal injury wrongtul death claims and m the seventy of awards based upon alleged
negligence by nursmy faciities and ther emplevees m providing care to resrdents The Company has been, and continuces to be. subject to clams and legal actiens that anse m the
ordinary course of business. including potential clams related to patient care and treatment. Fhe defense of these lawsuits mayv result in significant legal costs, regardkess of the
outcome, and can result in large settlerment amounts or danage awards.

As aresult of the tenrs of our msurance policies and our use of a wholly-owned insurance company, we have retained significant sell-insured rsk with respect to general
and professwonal lability, Additional msurance 1s purchased through third pany providers that serve to supplerent the coverage provided through our wholly-owned captive
insurance conpany. We use independent actuanes to assist management i estimating our exposures for clamws obligations (for both asserted and unasserted claims) related to
exposues in excess of coverage limits, and we maintain reserves tor these obligations. It is possible that claims against us could exceed our coverage limits and our reserves, which
would have o maierial adverse effect on our financial position. resulis of operations and cash flows.

General Litigation
Civil Investigative Demand ~ Qui Tam Complaint

On or about May 21, 2024 Caris Healtheare, LP. ("Caris™) received a Civil Investigative Denand ("ClD") from the US. Attomey’s Office for the Eastern Distriet of
Tennessee. The C1D requested the production of centain medical records for patients at Cans’ Nashville office and other documents related to the billing for hospice services for
the penod of January L. 2019, through the date of the CID. The Company cooperated with respect to the requests.

On June 230 2023, a Notice of Heetion to Decline Intervention ithe "Nouce of Declination™} was filed by the United States of America, the State of Tennessee, the
Commonwealth of Virginia, and the State of Ceorgia, in a case swvled U5, ex refd. Marshall v Caris HealthCare, L', Casc No. 323-CVO0330, in the US. District Count for the
Eastern District of Tennessee (the "Qui Tam Case™). Subsequent to the Notice of Declination iling, an underlving gud tam complaint. ongmally filed on September 12, 2023, was
unsealed. Following the Netice of Declination, the relators filed a Notice of Voluntary Dismissal en September 25, 2025, which concluded the nutter,

Indemnities

Fromtimme to time, the Company enters into certain types of contracts that contingently require it 10 mdenmify parties against thied-party clams. These contracts prinarnly
mclude (1) certain real estate leases, under which the Company may be required 1o indemnify property owners or prier facility operators for post-transier liabilities and other clains
ansing fromthe Conpany’s use of the applicable premises. (il operations trans ler agreements, in which the Compuny agrees 1o indermify past operaters of facilities agamst centain
lighilities arising fromthe trans fer of the operation and 'or the operation thereot afier the trans fer to the Conpany or its subsidiary, (iiiy certain lending agreenents. under which the
Company may be required to indennify the lender against vanious claines and liabilities, {iv) cenain agreements by and between the Company and. or 1ts subsidiaries or affiliates.
and (v) certain agreements with the Company officers. directors and others, under which the Company may be required to indermify such persons for liabilities anising out of the
nature of ther 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 stie or
include a specitic or nednum dollar amount. Generally, amounts under these contracts cannot be reasenably estimated until 4 specitic claimis asserted.

ITEMA. MINESAFETY DISCLOSTRES

Notapplicable.




PART I
[TEMS. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND ISSUER PURCHASES OF EQUITY SECURITIES

Market Information

Our common stock 15 listed and traded on the NYSE-Amencan exchange under the symbol "NHC.”™ On December 31, 2025, NHC had approximately 24,596 stockholders.
compnsed of approximmtely 1,896 stockholders of record and an additional 22,700 stockholders indicated by security position listings.

Dividend Policy

We do not have a formal dividend policy, but we currently intend to continue to pay regular quarterly dividends to the holders of our common stock. The Conpany has
paid a common dividend since 2004, although there can be no assurances that our quarterly dividends will be declared, paid or mereased in the future.

Stock Repurchase Programs

In 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 on 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 compensation plans:

Number of
securties
rengining
Number of available
securities for
to be future issuance
1ssued upon Weighted under
exercise average equity
of exercise price of conpensation
outstanding outstanding plans (excluding
options, options, securities
warrants and warrants and reflected in
Plan Categorv nghts rights column (a))
(a) (b) (c)
Equity compensation plans approved by security holders 647975 § 82.53 1272,632
Equity compensation plans not approved by secunty holders - - -
Total 647975 8 82.53 1272,632




The tollowing graph and chart compare the cumulative total stockholder retum for the period from January 1, 2021 through December 31, 2025 on an nvestment of $100 in
(1) NHC’s common stock ("NHC"), (i1) the Russell 2000 Stock Index ("Russell 2000") and (ii) the Standard & Poor’s Health Care Index ("S&P Health Care Index"). Cumulative total
stockholder retum assunes the reinvestment of all dividends . Stock price performances shown in the graph are not necessanly mdicative of future price performances
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MEM6.  [RESERVED)

TTEMT. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCLAL CONDITION AND RESULTS OF OPERATIONS

Oherview

National HealthCare Corporation, which we also refer to as NHC or the Company. is a leading provider of post-acute care and senior health care services. At December 31,
2023, we operate or manage 80 skilled nursing facilities with 10,329 licensed beds. 26 assisted living facilities with 1413 units, nine independent living facilities. three behavioral
health hospitals, 34 homeeare agencies. and 33 hospice agencics located in 9 states. In additien. we provide management services. accounting and financial services. and insurance
services to thrd pany operators of healthcare propenties. We also own the real estate of 10 healtheare properties and lease these properties to third party operators.
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Executive Summary
Earnings

To monitor our eamings, we have developed budgets and management reports to monitor labor, census, and the conposition of revenues. During certam mflationary
tmes, our net patient revenues and government remmbursement may not keep pace with mflationary increases in our expenses, which nuy cause net camings to decline.

Ocecupancy

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

Due to America’s healthcare labor shonage. the challenge of maintaining desirable patient census levels has been anmplificd. Management has undentaken a number of
steps m order to best position our current and future health care facilities. This includes working intemally to examine and improve systems to be most responsive to referral
sources and payors, as well as find creative initiatives to retam and attract qualified healthcare professionals. Additionally, NHC 1s in various stages of partnerships with hospital
systems. payors, and other post—acute alliances to better position ourselves so we are an active participant in the delivery of post-acute healthcare services.

Quality of Patient Care
The Centers for Medicare and Medicaid Services ("CMS”) introduced the Five-Star Quality Rating Systemto help consumers, therr famulies 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 categories (five stars

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

The tables below summarize NHCs overall performance i 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 3-star rated skilled nursing facilities 50
Percentage of 4 and 5-star rated skilled nursing facilities 62.5% 38.6%
Average rating for all skilled nursing facilities, end of period 3.83 295
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 1agency Cedar Bluff, VA March 2023
Skalled 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 Memitt [sland, FL July 2023
Assisted Living Facility New Operations 100 units Stuart, FL July 2023
Hospice New Agency 1 agency Mormristown, TN April 2024
Hospice New Agency 1 agency Lawrenceburg, TN July 2024

Hospice New Agency 1 agency Wytheville, VA August 2024

Hospice New Agency 1 agency Clinton, TN October 2024

On August I, 2024, the Company purchased the assets of White Oak Management. Inc. ("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. 48 assisted living
units. and 302 mdependent living units in the states of South Carolina and North Carolina.

Accrued Risk Reserves

Our accrued professional hability and workers’ compensation reserves totaled $121.595.000 and $103,616,000 at December 31, 2025 and 2024, respectively, and are a
primary arca of management focus. We have set aside restncted cash and restricted marketable securities to fund our professional liability and workers™ compensation reserves.

As to exposure for professional hability clains, we have developed performance measures to bring focus to the patient care issues most likely to produce professional
lability exposure, ncluding n—house acquired pressure ulcers, significant weight loss and numbers of falls. These prograns for certification, which we regularly modify and
improve, have produced measurable mprovenents m reducing these mcidents. Our experience is that achieving goals in these patient care areas improves both patient and
enployee satis faction.

Segment Reporting

The Conpany has two reportable operating segments: (1) inpatient services, which includes the operation of skilled nursing facilities, assisted and independent living
facilities, and behavioral health hospitals; and (2) homecare and hospice services. These reportable operating segments are consistent with information used by the Conpany’s
Chief Executive Officer, as chief operating decision maker ("CODM™). to assess performance and allocate resources. The Company also reports an "all other” category that
includes revenues fromrental income, management and accounting services fees, msurance 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
mprove 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.
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The following tables set forth the Company's consolidated statements ot operations by business segment (i1 thousands):

Revenues:
Net patient revenues
Other revenues
Net operating revenues

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

Income (loss) from operations

Non-operating incone

Interest expense

Unrealized gains on marketable equity securities

Income before income taxes

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

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

Income (loss ) fromoperations

Non-operating income

Interest expense

Unrealized gains on marketable equity securities

Income before income taxes

Year Ended December 31, 2025

Inpatient Homecare
Services and Hospice All Other Total
N 1,315,545 § 154086 S - 8 1,469,631
1467 - 46,683 48,150
1,317,012 154.086 46,683 1,517,781
TI5477 93,535 52,068 921,080
336,746 27,537 12,919 377,202
35972 2373 7,882 46,227
41,066 381 3273 44,920
1,189,261 124,026 76,142 1,389,429
127,751 30,060 (29.459) 128,352
- - 18,107 18,107
6,371) = - (6,371)
- - 22,344 2234
S 121380 § 30,060 S 10992 § 162,432
Year Ended December 31, 2024
Inpatient Homecare
Services and Hospice All Other Total
S LITL300 S 140459 S - 8 1,251,759
1,315 - 44,863 46,178
- - 9,445 9,445
1,112,615 140,459 54,308 1,307,382
668,029 85,712 57,189 310,930
280,867 25,927 14,596 321,390
33,787 2295 7,100 43,182
37,988 737 3,260 41,985
1.020,671 114,671 82,145 1217487
91,944 25,788 (27.837) 89,8935
- - 19,690 19,690
(4,135) - - (4,135)
= = 30,958 30,958
$ 87809 § 25788 § 23811 $ 136,408

=
to




Year Ended December 31, 2023

Inpatient Homecare
Services and Hospice All Other Total
Revenues:
Net patient revenues S 956,077 S 131,537 S - 8§ 1,087,614
Other revenues 1,141 - 52,789 53,930
Net operating revenues 957,218 131,537 52,789 1,141,544
Costs and Expenses:
Salaries, wages and benefits 589,279 80,610 42,455 712,344
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 expenscs 914,552 107,097 62,437 1,084,086
Income (loss) from operations 42,666 24440 (9.648) 57458
Non-operating income - - 16.660 16,660
Interest expense (324) - - (324)
Unrealized gams on marketable equity securities - - 14,94 14,944
Income before mcome taxes S 42342 S 24440 S 21956 S 88,738

Results of Operations

The following table and discussion set forth wems from the consolidated statenents of operations as a percentage of net operating revenues and grant mcome 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 revenucs 96.8% 95.8% 95.3%

Other revenues 32 35 47

Govemnment stimulus income - 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 249 246 25.2

Facility rent 30 33 .6

Depreciation and amortization 3.0 32 37

Total costs and expenses 91.6 93.1 94.9

Income fromoperations 5.4 6.9 5.1
Non—operating income 12 1.4 1.5
Interest expense (0.4) (0.3) (0.1)
Unrealized gains on marketable equity securities 1.5 24 1.3
Income before income taxes 10.7 104 7.8
Income tax provision 2.7 (2.6) (2.1)
Net income 8.0 Tl e
Net (income) loss attributable to noncontrolling interest (0.2) 0.0 02
Net incone attributable to common stockholders of NHC 7.8% 7.8% 59%

)
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The following table sets forth the increase or (decrease) in certain itens 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% S 164.145 15.1%

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

Government stimulus income (9.445) (100.0) 945 100.0

Net operating revenues and stimulus income 210,399 16.1 165,838 145

Costs and Expenses:

Salaries, wages and benefits 110,150 13.6 98,586 138

Other operating 55,812 174 33,207 115

Facility rent 3,045 7.1 1,657 4.0

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

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

Income fromoperations 38457 428 32437 56.5
Non—operating mcome (1,583) (8.0) 3,030 182
Interest expense (2,236) (34.1) 3811 1,176.2
Unrealized gains on marketable equity securities (8,614) (27.8) 16,014 107.2
Income before ncome taxes 26,024 19.1 47,670 537
Income tax provision (5,504) (16.0) (10,872) (46.4)
Net income 20,520 20.1 36,798 56.4
Net (income) loss attributable to noncontrolling interest (2,432) (1,529.6) (1,669) (110.5)
Net incone attributable to common stockholders of NHC S 18,088 17.7% § 35,129 52.6%
2025 Compared to 2024

Net operating revenues and stimulus mcome for the year ended December 31, 2025 totaled S1,517,781,000 compared to $1.307,382,000 for the year ended December 31,
2024, an merease of 16.1%. The net operating revenues increase was due to an 8.4% increase in same-facility net operating revenues, as well as the August 1, 2024 acquisition of
White Oak Manor ("White Oak").

For the year ended December 31, 2025, GAAP net meome autnibutable to NHC was $120,015.000 compared to net mcome of S101,927,000 for the same period m 2024
Excluding the unrealized gans in our marketable equity securities portfolio and other non-GAAP adjustments, adjusted net income was S104,067,000 for the year ended December
31, 2025 compared to $76.862,000 for the same penod a year ago. The merease m non-GAAP cammgs 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 govemmental 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 s long-term care pharmacy. The White Oak portfolio consists of 15 skilled nursing
facilities. two assisted living facilities, and four independent iving 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 Carolina and North Carolina.

Net operating revenues and stimudus income

Net patient revenues totaled $1,469,631,000 in 2025, an increase of S217.872.000, or 17.4%, compared to 2024.

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

White Oak, acquired on August 1, 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
compared to $96,052,000 for the year ended December 31, 2024, Also included i net patient revenues for the years ended December 31, 2025 and 2024, respectively, is $7.246,000

and $12,749,000 of supplemental Medicaid payments that were receved to help mitigate the healthcare workforce cnisis and the inflationary labor market.
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(nher revenues in 2025 were S IS0.000, an increase of S1972.000, o7 -h.3%, as turther detailed m Note 310 our consolidated financial statements.

During the year ended Decermber 31, 2024, the Company recognized $9.445.000 refated to the Foploves Retention Credn ("ERC) that was established by the CARES Act
and intended to help businesses retain their workdorce and avoid layoffs duning the pandemte. The ERC provided a per enployee credit to cligible businesses based on a
percentage of qualified wages and healkth msurance benefits paid to employees. During the second quarter of 2024, all conditions related 1o the assistance were met and the credit
was recogneed as government grant meomne.
Total costs and cxpenses

Total casts and expenses were S1.389429.000 tor 2025, an merease of $171.942.000. or 14.1%, from 1,217, 487000 in 2024,

Salaries. wages, and benefits increased ST10.130.000, or 13.6%, 1o S921.080,000 in 2023 from S810,930,000 in 2024, Salaries, wages, and benefits as a percentage of net
operating revenues and stimulus income was 60.7% compared 10 62.0%, for the years ended December 31, 2023 and 2024, respectively.

The White (ak eperations anrbuted to an increase of 387.199.000 in salaries. wages. and benefits for the year ended Decermber 31, 2025 conpared 10 the prior vear.
Although we contmue to face workforee and labor shomages within all of our operations, we are working diligently to find solutions 1o reduce and clyminate agency nurse

staffing expenses within our healthcare operations. The labor and workforce shonages have resulted in us contracting with agency nurse staffing conpanies. For the year ended
December 31, 2023 our agency nurse statfing expenses decreased $9.333.000, or approximately 66.6%, compared to the same peniod a vear ago.

(nher opemting expenses incteased 3558120000 or 174%. 1o S377.202.000 tor the vear ended December 31 2023 compared 10 $321.390.000 tor the prior vear. Other
operating expenses as a parcentage of net operating revenues and stimulus income was 24.9% and 24.6% for the vears ended Decermber 31, 2023 and 2024, respectively.

The White Oak operations attributed (e an increase of 832737000 in cther operating expenses for the vear ended December 31, 2025 compared to the prior vear. We have
also incurred unfavorable clams activity within our professional bability captive msurance company during 2025, The unfavorable clarms activity resulted m additional other
vperating expenses of $17.563,000 for the year ended December 31, 2023 conpared to the same peniod 4 vear ago.

Dunnyg the second guarter of 2023, we contnbuted lund to 2 newly-tormed linited liability company resulting in an equity nterest in the new eatity. The fair value of the
land contnbuted to the new entay was 53.625.000. The related cost basis of the contributed land was S2.019.000, which resulted in a gain of $3.606,000. This gain was netted with

other operating expenses resulting in a decrease ol 53,606,000 in other operating expenses as conpared to the same period in the prior vear.

Faaility rent expense increased $3.045.000, or 7.1%, to $46.227.000 m 20235, Depreciation and anortization increased 747 to SH920.000 i 2023, Interest expense increased
32,236,000 to 36,371,000 1n 2025 trom $4.135,000 in 2024 related to the outstanding long-termdebt due to the White Oak acquisition i August 2024,

Other income

Non—-operating income decreased by $1.583.000, or 840 1o $18.107.000 in 2025 compared to the prior vear as further detailed in Note 4 1o our consolidated tinanciai
statements.

We recorded unrezlized gains in the amount of $22.3-H,000 for the increase i fzir value of our marketable equity securities portiolio for the year ended Decerrber 31, 2025,
The marketabke equity securities portfolio consists nainly of publicly-traded healthcare RFIT s and other blue~chip public companies held within our msurance companies,

reome raxes
The meome tax provision for 2023 15 $39,826.000 (an cffective income Lax rate of 24.5%,).

S
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2024 Comparedto 2023

Net operating revenues and stimulus incony lor the yvear ended December 310 2024 totaled $1.307,332000 comparcd to SLIALEHO0 for the year ended December 31,
2023, an increase of 14.5%. The net operating revenues increase was prinuzily driven by the August 1, 2023 acquisition of White Oak Manor (" White Qak™),

For the vear ended Decernber 31, 2024, GAAP net incone attributable 10 NHC was S101.927.000 conpared to net income of S66.793.000 for the same penod in 2023,
Excludmg the unrealized gams in our morketable equity secunities ponfolio and other non-GAAP adjusiments. adjusted net income was $76,862.000 for the vear ended Decermber
3L, 2024 compared to $34,934.000 for the same period a year ago. The merease in non-GAAP camings for the vear ended Decernber 31, 2024 compared to 2023 was primanly due to
the skilled nursing per diem increases from some of our government payors. the continued reduction of nurse ageney statfing expense within our eperations, and the White Oak
operations being aceretive to camings.

On August [, 2024, the Company purchased the White Oak portfolio. inciuding its keng-term care phamuacy. The White Qak ponfolio consists of 13 skilled nursing
facilitics, two assisted living factlitics, and four mdependent living facilies. The White (hak operations have 1,928 licensed skilled nursing beds, 48 assisted living units, and 302
independent living units in the states of South Carolina and Nerth Carolina.

Net operating revenues and grant mconme
Net patient revenues totaked $1.231,739.000 in 2024, an increase of S1od, 145000, or 15.1° 0, compared to 2023,

The overall average census in ovwned and lkased skilled nursing facilities for 2024 was 88.6% conpared 10 ¥7.9° 4 in 2023 The composite skilled rursing tacility per diem
nereased 6.8% in 2029 cormpared to 2023, Medicare and managed care per diem sates increased 3075 and 0.7%, respectively. in 2024 compared to 2023, Medicaid and private pay
per dicm rates increased 8.6% and 12.3%, respectively, in 2024 cormpared 10 2023,

White Ouk, with five months of operations since the acquisition date. attnibuted 1o an merease of 96,032,000+ in net patient revenues for the year ended December 31, 2024
compared o 2023 On March 1. 2024, the Company exited a lease and trns ferred the operations of two skilled nursing facilities ¢included assisted living units) and one memory
care facility Jecated m Missoun. The exting of these operations resulted in net patient revenues decreasing $26,929.000 for the vear ended Decenber 31, 2024 conpared to the prier
year Also included m net patient revenues for the vears ended Decerber 31, 2024 and 2023, respectively, is $12.749.000 and S20.214.000 of supplenenial Medicaid paynents that
were recetved to help mitigate the healtheare worlforee ¢nsis and the inflationary tabor market
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Other revenues i 2024 were $46,178,000, 4 decrease of $7.752.000, ot 144%. as further detailed in Note 3 1o our consolidated tinancial statements. In December 20230 we
contobuted land 10 a newly-formed iimited liability company resulting in an equity interest in the new joint venture. The [air value of the land contnbuted to the entity was
SRO00000 and the related cost basis in the land was S1.770,000, which resulted in a gain of $6.230,000

Duning the year ended December 31, 2024, the Corpany recognized $94H500) related to the Faployee Retention Credit (" ERC) that was established by the CARES Act
and mtended to help businesses retain ther workforce and avoid layefls durmg the pandemic. The ERC provided a per enployee credit o eligible businesses based on
percentage of qualiied wages and health msurance benefits paid to coployees. During the second quarter of 2024, all conditions related to the assistance were met and the credi
was recognizd s govemnment grant mooe.

Tinul costs and expenses
Total casts and expenses were $1.217487.000 for 2024 an merease of $133.401.000. or 12.3%. from S1,084,086.000 i 2023.

Salancs, wages. and benetits increased S98.386,000, or [3.5%, 10 S510,930.000 in 2024 fom STI2344.000 in 2023 Salaries, wages, and benelits as a pereentage of net
uperating revenues and grant income was 62.0P4 compared to 62.:4% for the years ended Decernber 31, 2024 and 2023, respectively.

The White Oak operations attnbuted te an increase of $63.223.000 in salaries. wages. and benefits for the vear ended December 31, 2024 conpared to the prior vear On
March 1. 2024, the Company extted the lease and transferred the vperations of two skilled nursing facilities (included assisted living units) and one memory care facility located n
Missoun. The exling of these operations resulted m salaries. wages. and benefits decreasing 520,169,000 for the vear ended December 31, 2024 compared 1o the prior vear.

We contihue to face workforee and labor shortages withm all of cur operations. The labor and worktorce shortages have resulted in us contracting with agency nurse
stafling companies. For the yvear ended December 31, 2024 our agency nurse stafling expenses decreased $19.902.000. or approxmately 66.2°,, compared to the same period a yvear

ago,

Other opemting cxpenses mereased 3332070060 or 11.3%. 10 $321.39L000 for the vear ended Decerber 31, 2024 compared 1o $288,1583.000 for the pror year. (ther
operating expenses as a percentage ot net operating revenues and grant meome was 24.6% and 25.2% for the vears ended December 31, 2024 and 2023, respectively.

The White (uk operations attributed to an increase of $20.554.000 in other operatmg expenses for the year ended December 31, 2024 compared to the poer year. On March
1. 2024, the Company exited the lease and transfermed the operations of wwo skilled nursing facilities (included assisted living unitst and one nemory care facility located in
Missoun. The exting efthese operations resuhlied in other operating expenses decreasing $7, 101000 for the vear ended Decervber 31, 2024 compared to the prior year. We continue
0 face inflationary pressures in cenain categeries within other operating expenses as well, such as food dictary supplies and drugs. phanmceutical supplies.

Facility ten1 expense increased $1.637.000, or 0%, ta $43.182.000 in 2024, Depreciation and amenzation decreased 9.1% to $41.985.000+in 2024, Interest expense ncreased
SI811L000 10 SH135.000 in 2024 fromy $324.000 in 2023, At December 31, 2024, we have outstanding long-term debt of SI37.000,000 due to the White Oak acquisition. [n 2023, we
didn't have any eutstanding long-termdebt.

Other income

Non—vperating mcome mereased by $3,030.000, or 18.2°% to S19.69LXN in 2024 conpared w the prior year as turther detailed in Note 3 to our consolidated tinancial
statements.

We recorded unrealized gains in the amount of $30,958,000 for the increase in fair value of our marketable equity securities portfolio for the year ended December 31, 2024
‘The narketable cquity securitics portfolio consists mainly of publicly-traded healtheare REIT s and other blue~chip pubiic conpanies held within our insurance conpanies,

Income tuxes
The ncome tax provision for 2024 is $34.322.000 (an effective income tax rate of 25.2%),
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Non-GAAP Financial Presentation

The Conpany is providing cenain non-GAAP financial measures as the Compitny believes that these fgures are helpful in allowing investors 1o mote accurately assess
the ongoing nature of the Company s operations and measure the Company’s performance nore consistently across periods. Therefore, the Conpany believes this mformmtion is
meaningful in addition to the mfvmatien contained m the GAAP presentation of financial mformation. The presentation of this additional non-GAAP financial information s not
intended to be considered in isolation or as a substitute for the fnancial information prepared and presented in accordance with GAAP.

Specifically, the Company believes the presentation of non-GAAP financial snformation that excludes the unrealiced gans or kosses on vur marketable equity secunties.
stock-based compensation expense, gains on sale of property and equipment, operating results for start-up hezltheare operations not at full capacity, acquisiion related expenses.

the recognition of the employee retention credit. and gams on sales of unconseolidated companies is helpful in allowing mvestors to assess the Company's operations more
accurately.




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 2782
Gain on sale of property and equipment (3,606) - (6,230)
Operating results for newly-opened operations not at full capacity - 130 2.359
Acquisition-related expenses - 3,266 =
Emplovee retention credit - (9,445) -
Gam on sale of unconsolidated company - (1,024) -
[ncome taxexpense on non-GAAP adjustments 5,603 8.806 4,169
Non-GAAP Net Income s 104,067 § 76,862 § 54,934
GAAP diluted eamings per share s 767 % 653 § 434
Non-GAAP adjustments:
Unrealized gains on marketable equity securities (1.43) (1.98) (0.97)
Stock-based compensation expense 0.28 0.28 0.18
Gain on sale of property and equipment (0.23) - (0.42)
Operating results for newly-opened operations not at full capacity - 0.01 0.13
Acquisition-related expenses - 021 -
Emplovee retention credit - (0.61) -
Gain on sale of unconsolidated company - (0.07) -
Income tax expense on non-GAAP adjustments 0.36 0.56 0.27
Non-GAAP diluted eamings per share $ 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, nanagement and accounting services, rental income, and investment
income. Our primary uses of cash include salaries, wages and other operating costs of our healthcare operations. the cost of additions to and acquisitions of real propenty, facility
rent expenses, and dividend distributions. These sources and uses of cash are reflected in our consolidated statements of cash flows and are discussed in further detail below.

s
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The following is a summary of our sources and uses of cash flows rdollars in thousands):

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

Cash, cash equivalents, restricted

cash, and restricted

cash equivalents at beginning of

period S 96922 S 125968 S (29,046) (23.1)% $ 125968 § 74865 § 51,103 68.3%
Cash provided by operating

activities 185,078 107,303 77,775 725 107,303 111.216 (3,913) (3.5)
Cash used in investing activities (33,858) (236,693) 202.835 857 (236,693) (17.568) (219,125) (1,247.3)
Cash (used in)/ provided by

financing activities (135,955) 100,344 (236,299) (235.5) 100,344 (42,545) 142,889 335.9
Cash, cash equivalents, restricted

cash, and restricted

cash equivalents at end of period $ 112,187 S 96,922 § 15,265 15.7% § 9692 § 125968 § (29,046) (23.10%
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Operating Activities

Net cash provided by operating activities for the year ended Decermber 31, 2025 was SINS073.000 as conpared to SIO7.303.000 and $111.216,000 for the vears ended
DBecermber 31, 2023 and 2023, respectively. Cash provided by operatmg activitics consisted of net income of $122.606.000 and adjustinents for non—cash fems of $30. 244,000, There
was cash provided by working capital needs m the amount of 533395000 for the year ended December 310 2023 In 2024, there was cash used for working capial in the amount
ol 323717000

Included m the adjustments for non-cash items are depreciation expense. equity in eamings ol unconsolidated nvestments. unrealined gains on our marketable equity
sceunties, gain on the sale of property and equipment, deferred taxes. and stock compensation.

Invesiing Acrivities

Netcash used in investing activities totaled $33.858,000 for the vear ended December 31. 2025, as compared 10 S236,693.00) and S17.368.000 for the vears ended December
31, 2024 and 2023, respectively. Cash used for property and equipment additions was $36.H6.000. $27.600.000, and S27.901.000 for the years ended December 31, 2023, 2024 and
2023, respectively. For the year ended December 31. 2023, we contnbuted capital of $3.629.000 for two jont venture. multi-family developrments that are under construction in
Nashville, Tennessee compared 1o $14.298,000 tor the same period m the prior vear. Proceeds fromthe sale of marketable secunities, net of purchases. resulted in cash proceeds of
S$7.703.000. 516913000, and $17.895.000 in 2023, 2024, and 2023, respectively.

On August 1, 2024, the acquiswion of While Quk Senior Living resulted m cash used of S215.896.000. In fanuarny 2024, the Company sold its ownership mterest m a
homecare agency resulting m proceeds from the sale of $2, 500,000

Financing Activities

Net cash used in financing activities totaled $135.935,000 for the vear ended December 31, 2025, Net cash provided by financing activities 1otaled $100,344.000 for the year
ended Decerber 31, 2024 Net cash used in financing activities totaked $42,5435.000 for the vear ended Decermber 3. 2023, Cash used to pay down the outstanding principal balance
ot our long-term debt was $97.000.0(X) and S13.000.000 for the years ended Decermber 31, 2025 and 2024, respectively. Dividends paid to conmmon stockholders was $38, 704,000,
$36.964.000, and $35.560,000 tor the vears ended Decernber 31, 2025, 2024 and 2023, respectively. Proceeds fromithe issuance of conmon stock totaled $14,214,000, $14.268.000, and
S313.000 tor 2025, 2024 and 2023, respectively. We repurchased conmon shares cutstanding in the amount of STL730.000, $13,502,000, and $2.482.060 for the vears ended December
31,2023, 2024, and 2023, respectively.

In 2024, the funding for the White Oak acquisition was provided by the Conpany s cash on hand and borrowings under the credit facility of $130,000,000.
Shori—term liquidity

We expect to meet our shon-term iquidity requirements primenly fromour cash flows fromoperating activities. In addition te cash flows fronioperations. we have current
cash on hand of $92.829.000 and unrestricted marketable equity securities of SI62.972.000. We also have unencumbered real estate and 1he borowing capacity on our 330 million
available line of credit, We believe these various resources are adequate to meet our contractual obligations and growth and developrent plans in the nest twelve months.
Long—term figuidiry

We expect to meet our long—term liquidity requirements primarily [rom our cash fuws fromoperating activities. our current cash on hand ot $92,829.000, our unrestricted
nurkelable equity secunties of $162,972.000. and our borrowing capacity on the $30 nullion available line of credit. We also have substantial value in our unencumbered real estate
assets. which could potentially be used as collateral in fiture borrowing opponunitics.

Our ability to meet our long—lerm contractual obligations and o finance cur operating requienents. growth and development plans will depend upon our future
performunce. Our future performance will be attected by business, economic, financial and ether factors. including potentiaf changes in state and tederal govemment payment rates
for health care. customer demand. success of our marketing etforts, pressures fromcompetitors, and the state of the cconomy, includig the state of financial and credit murkets. as

well as many unforeseen factors.
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Contingencies

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

At December 31, 2025, we have no agreements to guarantee the debt obligations of viher panties

We have no outstanding letters of eredit. We may or may rot in the future eleet 1o use financial dervative instruments to hedge interest rate exposure m the future. At
December 3102023, we did not panicipate in any such financial instruments.

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

The preparation of financial statements i conformity with accounting principles generally accepted in the United States of Amenca requires us 1o muke estimates and
assumptions that affer the reported amounts of assets and labdities and disclosure of contingent assets and labilities at the date of the financial statements and the reported
amounis of revenues and expenses during the reporting period. Actual results could differ fromthose estmtes and cause our reported net income 10 vary signiticantly fom period
to period.

Qur critical accountmg pelicies that are both important to the portraval of our financial condition and results and require our most difficult, subjective or complex
judgments are as follows:

Net Patient Revenwes and Accounts Recervable

Net patient revenues are deoved from services rendered to patients for skilled and mtemmediate nursing, rehabilitation therapy, assisted living and mdependent living,
hone health care services, hospice services and behavioral health services. Net patient revenue s reported at the amount that retlects the consideration to which the Company
expects 10 be entitled m exchange for providing patient services. These ameunis are due from patients. govemmenial programs. and other third-party pavors. and include vanable
conskleration for retroactive revenue adjustnents due to sculement of audits. reviews. and investigations.

The Company recognives revenue as its performance obligations are conpleted. Routine services are treated as a single performunce obligation satisfied over time as
services are rendered. These routine services represent a bundle of services that are not capable of being distinet. The performuance obligations are satsfied over tine as the
patient sinultancously receives and consumes the benefits of the healtheare services provided. Additionally, there nay be ancillary services which are not included in the daity
rates for routine services, but instead are treated as separate performance obligations satisfied at a point in time when those services are rendered. Contract habilities are recorded
for pavoents the Conpany receives i which perfermance obligations have not been conpleted.

The Company deternines the transaction price based on established billing rates reduced by explicit price coneessions provided o third panty pavors. Explictt price
concessions are based on contractual agreements and histonical experience. The Conpany considers the patient's ability and intent to pay the amount of consideration upon

admis sion. Credit losses are recorded as bad debt expense. which is included as a component of other operating expenscs in the consolidated statenents of operations.
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Avcrued Risk Reserves

We are selt—insured for risks related 10 workers” compensation and general and prolessional lability insurance. We have twoe wholhv—owned limited purpose insurance
companies that msure nsks related to workers” compensation and general and professional lability insurance claims. The secrued risk reserves include a Hability for reported clains
and cstimates for meurred but unreported clams. Our policy s 1o engage an exemal, independent actuary 1o assist in estimating our exposure for claims obligations (for both
assened and unassened claims ). We reassess our accrued osk reserves on a quarterly basis.

Professional liability rermins an area of panticular concern o us. The leng-term care industry has seen an increase in personal injury/wronghul death claims based un
alleged negligence by skilled nursing facilities and their employees i providing care 10 residents. The Company has been, and continues to be, subjeet 1o clims and legal actions
that arise in the ordinary course of business, including potential claims related w patient care and treatment. A significant increase m the pumber of these claims, or #n increase in
the amounts due as a result of these clams could have a matenal adverse effect on our conselidated financial posttion. results of opemtions and cash flows. [t s also possible that
future events could cause us 1o make significant adjusuments or revisions to these reserve estimates and cause our reported net income to vary significantly from penod to peniod.

We are principally sclf-insured for incidents occurring m all centers owned or leased by us. The ceverages include both prinary pelicies and excess polickes. [n all years.
settlements. ifany. in excess of available msurance policy lmmts and our own reserves would be expunsed by us.

[TEM7A QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

Market risk represents the potential cconomic loss arising from adverse changes in the fir value of financial instruments. Cumently. our exposure to market nsk relates
primarily o cur tixed—incone and equity portfolios. These mvestment ponfolios are exposed pritandly 1o, but not limited to, interest rate risk, credit risk. equity price risk, and
concentration risk. We also have expusure 10 market sk that includes our cash and cash equivalents. The Company's senior management has established comprehensive risk
management policies and precedures te manage these market nsks.

Interest Rate Risk

The far values of our fised—incony investnents fluctuzte in response to changes m nurket nterest rates. mereases and decreases in prevailing interest rates generally
translate nto decreases and ncreases. respectively. in the fair values of those instrunents. Additionally, the tair values of interest rate sensitive nstruments nuy be affected by
the creditwvorthiness of the issuer, prepaynent options. the liquidity of the mstrunent and other general nurket conditions. At Decenber 31, 2025, we have available for sule
narketable debt securities in the amount of $123.293.000. The fixed mcony: portfelio s conprised of mvestments with prinunly short-term and mtermediate—term maturities. The
portiolio conposition allows flexdbiity i reacting to fluctuations of interest rates. The fixed incone portfelio allows our insurance conpany subsidiaties to achieve an adequate
nsk-adjusted retumn while naintainmg sufficient quidity to meet obligations.

Ourcash and cash equivalents consist of highly liquid mvestments with a natunty of kss than three menths when purchased. As a result of the shon—temm nature of our
cash mstrurments. a hvpothetical 1% change in interest mtes would have mininul impact on our future camngs and cash flews related to these mstruments.

Our Credit Facility exposes us to varability in interest payiments due to changes in Secured Overmight Financing Rate ("SOFR") interest rates. We manage our exposure
1o this interest rate nsk by monitoring available financing altematives. Our credit agreement requires principal and interest pavoents to be paid through matunty, pursuant w the
amertization schedule.

We do not currently use any derivative instruments 10 hedge our interest rate exposure. We have not used dervative instruments for trading purposes and the use of
such mstruments (n the future would be subject to approvals by the Investment Cormuttee of the Board of Directors.

Credir Risk

Credit risk is managed by diversifying the fixed income pertfolio o avoid concentrations in any single industry group or issuer and by limiting investments in sccuntes
with lower crednt ratings, Corporate debt securties and asset—backed sceunties comprise approxmately 61% of the fair value of the fived meome portfolic. At December 31, 2023,
the credit quality ratings for our fixed mcome portfolio consisted of the following investment and non-investment grades {as a percent of far value): 5% AAA rated, 307 A rated,
9%, A rated. 129 BBB rated, and 4% BB rated.

Equity Price and Concentration Risk

Our marketable equity securities are recorded at their fair nurket value based on quoted market prices. Thus. there is expesure to equity price nsk. which is the potential
change in fair value due 1o a change in quoted market prices. At December 31. 2025, the fair value of our marketable eguity securities is approximately ST80.16%,(KX). Our mvestment
in NHI comprises approximately S124.532.000, or 69.1%. of the total fair value of cur marketable equiy sceuritics. We manage our exposure to NHI by closely monitering the
financial condition, performance, and outlook of the company. Hypothetically. a 10°o change in quoted merket prices would result in a related ncrease or decrease in the fair value
of our cquity nvestments of approximately 518,016.000. At December 31, 2025, our equity secunties had net unrealized gams of $136.889.000. Of the 1otal unrealized gains in our
merketable equity securities, approsimately 599,798,000 is related 1o our investment in NHL
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ITEMS. FINANCIAL STATEMENTS AND SUPPLEVIENTARY DATA
REPORT OF INDEPENDENT REGIS TERED PUBLIC ACCOUNTING FIRM

To the Stockhelders and the Board of Darectors of National HealthCare Corporation
Opinion on the Financial Statements

We have audited the acconpanying consolidated balance sheet of National HealthCare Corporation (the " Company”) as of December 31, 2023 | the related consolidated statements
of vperations, comprehensive meeme, equity. and cash tlows, for the penod ended December 31, 2025, and the related notes (cellectively referred 1o as the "financial stalemens”).
In vur opmion. the financial statements present tarrly, n all matenal respeets. the tinancial position of the Cormpany as of Decerrber 31, 2025 and the results ol its operations and its
cash flows tor the perod ended December 31, 2023, in contornity with accounting principles generally accepted in the United States of Amenca.

We have also audited, in zccordance with the s1andards of the Public Company Accouming Oversight Board (United States } (PCAOBY, the Company's intemal control over
fmancial reporting as of December 31, 2025, based on critenia established in farerna! Control — Integrated Framework 12013} issued by the Conmiuttee of Sponsonng
Organiziions of the Treadway Conmussion and our report dated February 26. 2026, expressed an unqualifivd opmion on the Cenpany's intemal contrel over tinancial reporting,

Basis for Opinion

These financial statements are the responsibility of the Conmpany's managenent. Our responsibility is to express an opinion on the Company's finsncial staterments based on our
audits. We are a public accountmg firmregistered with the PCAOB and are required to be independent with respect to the Company m accordance with the ULS. federul securnties
laws and the applicable rules and regulations ot the Secunties and Behange Conmmsswn und the PCAOB.

We conducted our zudits in aceordance with 1he standards of the PCAOR. Those standards require that we plan and pertormthe audit to obtain reasonable assurance about
whether the financial statenents are free of material msstatenment, whether due to error or fraud. Cur audits included performang procedures 10 assess the risks of nuterial
misstatenent of the financial statenents, whether due to error or fraud, and performing procedures that respond te those dsks. Such procedures ncluded examuning, on a test
basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting prnciples used and significant estimates
made by management. as well as evaluating the overall presentation of the financial statenents. We believe that our sudits provide & reasonable basis for our opinion.

Critical Audit Matter

The ertical audit matter conmunicated below 13 a nutter ansing frem the curent-period audit of the inancial statements that was comeunicated or required to be comnunicated
the audit comurttee and that (1) relates to accounts or disclosures that are matenal to the fnancial statements and {2y myvobved our especially challenging. subjective, or complex
judgments. The commmunication of eritical audit maners does not alter in any way our cpinion on the financial statements. taken as a whole. and we are not. by communicating the

entical audit maiter below. providing a separate opmion on the critical audit matter or oa the accounts or disclosutes to which it relates.
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Estimation of Accrued Risk Reserws - General and Professional Liability Claims— Refer to Note 16 to the financial statements

Crirical Audit Marrer Descriprion

The Company has retained significant sclf-msured nisk for general and protessional liabilty clams related to patient care and treatment. The acerued risk reserves include a labiliy
for reported clams and estimates for projections of asserted and unasserted claurs. The Company uses independent actuaries o assist munagement m estimating the claims
ohligations (for both assened and unasserted claims ) related 10 exposures i excess of coverage limits. Such estimates are based on many varables meluding historical and
statstical mivrention and other ficiors

We identified the evaluation of the Company’s accrued risk reserves for professional bability claims as a eritical audn matter because the projection of setilement values for
reported and unreponted claims mvolves significant estmation by management. Auditing whether reserves for professional liabilay claims were appropriately recorded as of
Decermber 31. 2023 required a high degree of auditor judgment and an increased exent of etfort. including the need 1o involve our actuarial specialists.

[aw the Critical Andit Mater Was Addressed in the Audir

Qur audut procedures related 1o the estination of accrued nsk reserves tor professional lability claims include the following. among others:

Tested the etlectiveness of menagement’s mtemal controls over the estimution of protessional liability claims, including these over the projection of ubligations for asscred and
unasseried clams.

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

* Tested the underlying data that served as the basis for the actuanal analvsis. meluding historical claims. to test that the inputs 10 the actuanal estimete were aceurate and

compkite.

stance of our acruanal specialists. evaluated the methods and sssumptions used by management to estimate the self-nsurance reserves for general and professwnal

With the as
liability clains by:

* Perferming a retrospective review by conpanng nanagenent's poor vear estimate to reported and paid losses for professional clains in the current year.

» Developing an mdependent range of esumated lesses for the general and profussional liability reserve and comparing management's estimate to our estmuited mdependent
range.

s Deloitte & Touche LILP

Nashvile, Tennessee
February 26, 2026

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

We have audited the acconpanying consobdated balance sheet of National HealthCare Corporation tthe Company) as of December 3, 2023, the related consolidated statements of
uperstions, comprehensive income, equity and cash flows for each of the 1wo vears i the penod ended Decermber 31. 2024 and the related notes (collectively referred to as the
"consolidated financtal statements ™). In our opinion. the consolidated financial statements present faidy, m all matenal respects. the fmancial position of the Company al Decerber
31,2024, and the results of its aperations and s cash tlows for each of the two years in the perivd ended December 31, 2024, m conformuty with LS. generally accepted accounting
principles.

Basis for Opinion

These financial statements are the responsibility of the Company s ounagement, Qur responsibility is 10 express an vpinion er the Company's financial statements based on our
audits. We are a public accounting fiemregistered with the PCAOB and are required to be independent with respeet 10 the Company in accordance with the US. federal secunties
laws and the applicable mles and regulations of the Securities and Exchange Conmussion and the PCAOB.

We conducted our audits in accerdance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the tinancial statenents are tiee of rmuteral msstatenenl, whether due 10 emor or fuud. Our audits meluded perfornang procedures to assess the nisks of nuerial
nisstatenent of the financial statements. whether due to eror or fraud, and performung procedures that respond to those nsks. Such procedures included examining, on a test
bass, evidence regarding the amounts and disclosures in the financial statenents. Our audits also meluded evaluating the accounting principles used and signdficant estimtes
made by managenent, as well as evaluating the overall presemation ol the fnancial statenents. We believe that our aedits provide ¢ reasonable basis for our opinion.

s I'mst & Young LIP

We served as the Company’s auditor from 2009 to 2025,

Nashville, Tennessee
February 28, 2025




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

Year Ended Decenber 31,

2025 2024 2023

Revenues:

Net patient revenues S 1,469,631 S 1.251,759 § 1,087,014

Other revenues 48,150 46,178 53,930

Govemnment stimulus income - 9445 —

Net operating revenues and stimulus 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

Facility rent 46,227 43,182 41,525

Depreciation and amortization 44,920 41,985 42,034

Total costs and expenses 1,389,429 1,217487 1.084,086

Income fromoperations 128,352 89,895 57458
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 234 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 mecome attributable to National HealthCare Corporation s 120,015 S 101,927 § 66,798
Famings per share attributable to National HealthCare Corporation stockholders:

Basic 5 776 § 662 § 436

Diluted S 767 § 653 § 4.34
Weighted average common shares outstanding:

Basic 15,472,185 15,393,782

Diluted 15,646,338 15,598,528
Dividends declared per common share S 253 % 242§ 234

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

Year Fnded December 31,

2025 2024 2023

Net income $ 12606 S 102,086 $ 65288
Other comprehensive income:

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

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

Income taxexpense related to itens of other comprehensive income (660) (409) (523)
Other comprehensive income, net of tax 3,937 1,888 2928
Net (income) loss attributable to noncontrolling interest (2,591) (159) 1,510
Conprehensive income attributable to National HealthCare Corporation $ 123952 § 103,815 § 69,726

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

December 31,
2023 2024
Assets
Current Assets:
Cash and cash equivalents S 92829 § 76,121
Restricted cash and cash equivalents, current portion 18,118 19,568
Marketable equity securities 162,972 140,064
Restricted marketable equity securities 17,197 23,190
Restricted marketable debt securities, current portion 18,062 11,529
Accounts receivable 139,002 135,325
Inventories 7,795 9,039
Prepaid expenses and other assets 5.845 9,572
Total current assets 461,820 424,408
Property and Equipment:
Property and equipment, at cost 1.308.891 1,281,736
Accumulated depreciation and amortization (635,094) (597,447
Net property and equipment 673,797 684,289
Other Assets:
Restricted cash and cash equivalents, less current portion 1.240 1,233
Restricted marketable debt secunties, less current portion 105,231 108,275
Deposits and other assets 7478 8,837
Operating lease — nght-of-use assets 47,778 79,167
Goodwill 170478 170,478
Intangible assets 19,864 19,864
Investments in unconsolidated companies 38,733 27,878
Total other assets 390,802 415,732
Total assets $ 1,526419 § 1,524,429

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

December 31,

2025 2024
Liabilities and Equity
Current Liabilities:
Trade accounts payable $ 2761 $ 25,493
Operating lease habilities, 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 withm one year 7500 7 500
Total current liabilities 253,632 234,797
Long-termdebt 32,500 129,500
Operating lease Labilities, less current portion 13,461 45,925
Accrued nsk reserves, less current portion 85415 72,520
Refundable entrance fees 6,178 6,063
Deferred income taxes 42,687 35,550
Other noncurrent liabilities 18,031 16,911
Total liabilities 451,904 541,266
Equity:
Common stock, $.01 par value; 45,000,000 shares authonzed; 15,536,427 and 15,430,003 shares, respectively, issued and
outstanding 155 154
Capital in excess of par value 236412 232,530
Retained eamings 832,984 752,193
Accumulated other conprehensive loss (779) (4,716)
Total National HealthCare Corporation stockholders” equity 1.068,772 980,161
Noncontrolling interest 5,743 3.002
Total equity 1.074.515 983,163
Total liabilities and equity $ 1526419 § 1,524,429

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

Year Ended December 31,

2025 2024 2023
Cash Flows From Operating Activities:
Net mcome S 122,606 S 102,086 S 65,288
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization H.920 41,985 42,034
Equity in eamings of unconsolidated investments (218) (589) (2,015)
Distributions fromunconsolidated investments 616 512 470
Unrealized gains on marketable equity securities (22,344) (30,958) (14,944)
(Gains) losses on sale of marketable securities (1,167) (1,093) 667
Gain on sale of unconsolidated company - (1,024) -
Gain on sale of property and equipment (3.606) - (6,230)
Deferred income taxes 6477 17,941 5,768
Stock-based compensation 4399 4.160 2,782
Changes in operating assets and liabilities:
Accounts receivable (3.677) (26.441) (8,559)
Inventories 1,244 (599) (298)
Prepaid expenses and other assets 4,574 6,283 (669)
Operating lease obligations 695 213 (1,244)
Trade accounts payable (2,726) 6,299 2,236
Accrued payroll 11,198 4,951 11,600
Amounts due to third party payors (1,612) (3,018) 1,738
Accrued risk reserves 17,979 357 790
Other current habilities 4,600 (3.349) 3,376
Other noncurrent liabilities 1,120 (10473) 6,426
Net cash provided by operating activities 185,078 107.303 111.216
Cash Flows From Investing Activities:
Purchases of property and equipment (36,446) (27.600) (27.901)
Acquisition of White Oak Manor, net of cash acquired - (215,896) -
Investments mn unconsolidated companies (5,629) (14,29%) (4,661)
Purchases of marketable securities (65,188) (35,057) (29,501)
Sale of marketable securities 72,893 51,970 7,396
Collections of (investments in) notes receivable 512 9 (201)
Acquisttion of other businesses, net of cash acquired - 2,097 (2.700)
Proceeds fromsale of assets - 2,100 —
Net cash used in nvesting activities (33,858) (236,693) (17,568)
Cash Flows From Financing Activities:
Borrowings under credit facility - 150,000 -
Repayments under credit facility (97,000) (13,000) -
Dividends paid to common stockholders (38,704) (36,964) (35.560)
Issuance of common shares 14,214 14268 313
Repurchase of common shares (14,730) (13,502) (2,482)
Noncontrolling interest contributions 150 1,115 -
Entrance fee deposits (refunds) 115 (313) 169
Debt issuance costs - (400) -
Principal payments under finance lease obligations - (860) (4.985)
Net cash (used in)/ provided by financing activities (135,955) 100,344 (42,545)
Net Increase (Decrease) in Cash, Cash Equivalents, Restricted Cash, and Restricted Cash
Equivalents 15,265 (29,046) 51,103
Cash, Cash Equivalents, Restricted Cash, and Restricted Cash Equivalents, Beginning of Period 96,922 125,968 74,865
Cash, Cash Equivalents, Restricted Cash, and Restricted Cash Equivalents, End of Period S 112,187 § 96922 § 125,968
Balance Sheet Classifications:
Cash and cash equivalents $ 92829 § 76,121 § 107,076
Restricted cash and cash equivalents 19,358 20,801 18,892

Total Cash, Cash Equivalents, Restricted Cash, and Restricted Cash Equivalents $ 112,187 § 96922 § 125,968
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NATIONAL HEALTHCARE CORPORATION
Consolidated Statements of Cash Flows
feantinmud, in thousands)

Year Ended December 31,

328 2024 2023
Supplemental Information:
Cash payments for interest $ 7030 § 3416 % 290
Cash payments for income taxes $ 479 3 17525 § 14,571

The accomparnving notes to consolidated financial stutements 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)

Accumulated
Capital m Other Non-
Common Stock Excess of Retained Conprehensive controlling Total
Shares Amount Par Value Famings Loss Interest Equity
Balance at January 1, 2023 15357746 § 153558 2691 S 636,664 S (9532) § 3238 8 877,514
Net mcome - - - 66,798 - (1,510) 65.288
Other comprehensive loss - - - - 2,928 - 2,928
Stock—based compensation - - 2,782 - - - 2,782
Shares sold — options excrcised 37.264 - 313 - - - 313
Repurchase of common shares (H4.349) - (2.482) - = - (2.482)
Dividends declared to common stockholders
($2.34 per share) = = - (35.863) - = (35,863)
Balance at January 1, 2024 15350661 S 153§ 27604 S 687,599 S (6,604) S 1,728 8§ 910,480
Net income - - - 101,927 - 159 102,086
Contributions attributable to noncontrolling
mterest - - - - - 1115 L115
Other comprehensive income - - - 1,888 - 1,888
Stock-based compensation - - 4,160 - - - 4,160
Shares sold — options exercised 232,493 1 14,268 - - - 14,269
Repurchase of common shares (133,151) - (13.502) - - - (13,502)
Dividends declared to common stockholders
($2.42 per share) - = - (37,333) — — (37,333)
Balance at January 1, 2025 15450003 S 134 S 232530 S 752,193 S (4716) $ 3002 S 983,163
Net income - - - 120,015 - 2,591 122,606
Contributions attnbutable to noncontrolling
interest - - - - 150 150
Other comprehensive income - - - - 3,937 - 3937
Stock-based compensation - - 4,399 - - - 4,399
Shares sold — options exercised 213,762 1 14,213 - - - 14214
Repurchase of common shares (127.338) - (14,730} - - - (14,730)
Dividends declared to common stockholders
($2.53 per share) = - - (39,224) - - (39.224)
Balance at December 31. 2025 15536427 S 155§ 236412 S 832084 S (779) S 5743 S 1074515

The accompanying notes to consolidated financial statements are an integral part of these consolidated statements.
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Nutes to Consolidated Financial Statements
Note 1 — Summary of Significant Accounting Policies
Natare of Operations

Navional HealthCare Corporation ("NHC" ar “the Company™) operates. manages or provides services to skilled nursing facilities, assisted living facilities. independent
living facilitics, home health care agencies, hospice agencies. and behavioral health hospitals located in 9 Southeasten and Midwestem states in the United States. The most
significant pan of our business relates 10 skilled and intermedinte nursing care sertings in which we also provide assisied living and retirenent scrvices, rehabilitative therapy
services. memory and Alzheimer’s care services. home health and hospice services, and behavioral health services. In addition. we provide insuranee services, management and
accounting services. and we lease properties to aperators of skilled nursing and assisted living failities. The health care environment has contmually undergune changes with
regard to federal and state reimbursement programs and other payor sources. compliance regulations. conpetition among other health care providers and patient care litigation
ssues. We continually mueniter these ndustry developments as well as other factors that affect our business.

Principles of Consolidation and Busis of Presentation

The consolidated financial statements, which are prepared in accordance with US. generally aceepted accountng principles ("GAAP”), include our whally awned and
controlled subsidiaries and affiliates. All significant imerconpany transactions and balances have been eliminated in consolidation. The Company presents noncontrolling interest
within the equity section of its consolidated balance sheets. The Compuny presents the anount of consulidated nel income that is attributable to NIHC and the noncontrolling
interest i us consolidated statements of operations.

Lse of Estimates

The preparation of financial statenenls in conformity with US. GAAP requires us to make estinates and assumplions that affect the reported amounts of assets and
liabilities and disclusure of contingent assets and liabilities at the date of 1he financial statements and the reported wmounts of revenues and expenses during the reporting period.
Actual results could differ fromthose estimates and could cause our reperted net income t vary significantly fromperiod to period.

Nvt Parient Revenues and Accounts Receivahiv

Net patient revenues are derived from services rendered 1o patieats for skilled and intermediate nursing. rehabilitation therapy, assisted living and independent living,
home health care services, hespice services. and behavioral health services. Net patient revenue is reported at the amount that reflects the consideration 1o which the Company
expects 10 be entitled in exchange for providing patient services. These amounts are due from patients, govemmental programs, and other third-party pavers, and include variable
consuderatien for retroactive revenue adjustments due to settlenent of audits, reviews, and investigations,

The Company revognizes revenue as its performance obligations are completed. Routine services are treated as a single perfermance obligation satis red over time as
services are rendered. These routine services represent a bundk of services thar are not capable of being distinet. The performance obligations are satisfied over time as the
patient simultaneously receives and consumes the benefits of the healtheare services provided. Additionally. there may be ancillary services which are not included in the daity
rates ot routine services, but mstead are treated as separate performunee obligations satisfied at a point in time when those services are rendered.

We determine the transaction price based en comtractually agreed-upon amounts or rates, adjusted for estimates of varable consideration. such as implicit price
concessions. We utilize the expected value method 10 determne the amount of variable consideration that should be included to arrive at the transaction price. using contractual
agresments and historical reimbursement experience within each payor type. We constrain the transaction price. such that net revenues are recorded only to the extent that it is
prebable that a significant reversal in the amount of the curmulative revenue recognized will not oceur in the future. If actual amounts of consideration ultimately recerved differ
fromour estimates, we adjust these estimates, which would affect net revenue m the period such varances become known.
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Crher Revenues

(rher revenues include revenues from the provision ot insurance services to other healtheare providers, nonagement and accounting services 10 other long—term care
providers, and rentzl income. Qur insurance revenues consist of premiems that are generally paid in advance and then amottized into income over the policy period. We charge for
management services based on a percentage of net revenues. We charge for accounting services based on a monthly fee or a fixed fee per bed of the healthcare center under
contract, We record other revenues as the performance obligations are satis fied based on the terms ol our contractual amangements.

We recognize rental income based on the terms of our operating leases. Under centain of our kases. we receive vartable rent, which is based on the increase in revenues of
alessee overabase vear. We recognize variable rent annually or monthly, as apphbcable, when the actual revenue of the lessce is camed.

Government Graniy

We account for government grants n accordance with Intemational Accounting Standard ("[AS™) 20. Accounting fior Government Grants and Disclosure of Government
Assistance. and as such, we recognize grant income on a systeratic basis in line with the recognition of specific expenses and lost revenues for which the grants are intended to
L‘OITPL‘HSEHL'.

For the vear ended Decenber 310 2024, all conditions related to the Enplovee Retention Credit ("ERC'Y were mut and the credit was recognized as govemment
grant mcomwe. The ERC was established by the CARES Act and mtended to help busmesses retain thewr worktoree and avond layotts dunng the panderac. The ERC provided a per
enplovee credie to eligible businesses based on a percentage of qualified wages and health insurance benetits paid w enplovees. The gualified wages and health msurance
benetits paid by the Company were related to the seeond, third and tfourth quarters of 2020,

Segment Repurting

In accordance with the provisions of Accounting Standards Codification ("ASC™) 280, Segmenr Reporting, the Conpany is required to repon financial and descoptne
information about its reponable operating segnents. The Conpany has 1wo reportable operating segments: ¢ 13 inpatient services, which includes the operation of skilled nursing
facilitics, assisted and independent living facilities, and behavioral health hospitals, and (2) honecare and hospice services. The Conpany alse reponts an "all ether” category that
includes revenues from rental meome, nanagement and accounting services fees. msuranee services, and costs of the corporate office. See Note 3 for turther disclosure of the
Company’s operiing segments,

Urher Operating Expenses

Other operaling expenses include the costs of care and services that we provide to the residents of our facilities and the costs of mamtainimg our facilities. Our primary
patient care costs nclude drugs. medical supplies. purchased professional services, food. and professional bability msurmnce and licensmy lees, The primary facility costs include
utilitics and propenty msurnce.

In 2023, we contributed land 1o a newly-lormed limited lability company resultmg i an equity mterest m the new entey. The fair value of the land contrbuted to the new
entily was $3,623,000. The related cost basis of the contributed land was $2019,000. which resulted i a gain of $3.606400. The gain has been included 2s 1 reduction of "other
operating expenses” in the consolidated financial statement of operations.

Geneval and ddminisirative Costs

With the Company being a healthcare provider, the majenty of gur expenses are "cost of revenue” iterms. Costs that could be ¢lassified as "general and administrative™ by
the Company would include its corporate office costs, excluding stock-based compensation and incentive compensation, which were S27498.00G, S26.236.000. and S21.512.000 for
the years ended December 31, 2025, 2024 and 2023, respectively.

Cush and Cash Equivaients
Cash equivalents mclude highly hquid mvestments with an origmal maturity of three months or less when purchased.
Restricted Cash and Cash Equivalents and Restricted Marketable Securities

Restneted cash and cash equivakents and restncted murketable sccunties represent asscts Lhat are pnmanty held by our whoelly owned limated purpese msurance
companies for workers' cormpensation and profzssional liahilicy claims.

Mnvestments in Marketable Securities und Restricted Marketable Securities

Our investments i marketable equity securties are camed at fay value with the changes in unrealized gains and losses recognived in our resulis of eperations at each
measurerrent date. Our investrients in narketable debt securities are classified as available for sale sccunties and camied at fzir value with the unrezlized gains and losses
recognized through accunulated other comprehensive income-loss at each measurement date. For available for sale debt securities in an unrealized loss position, we first assess
whether we intend to sell. or it is more likely than not that we will be required to sell the secunty before recovery of the amortized cost basis, I either of the crilena regarding intent
or requirenent to sell is net. the sceurity’s cost basis is written down to fair value through our resuls of operations. For debt securities that do not meet the atorenzntivned
criteria, we evaluate whether the decline in fair value has resulted from credit losses or other factors. Ifa credit loss exsts, the present value of cash flows expected 10 be collected
fremthe security are compared to the cost basis of the sccurity. Ifthe present value of cash flows expected to be collected is kess than the anontived cost basis, a credit loss exists
and an allowance lor credit losses is recorded for the credit loss. limited by the amount that the (ar value is less than the amoniad cost basis. Reslized gains and losses from
seeurities are recognized in results ofoperations upon disposition of the securities using the specific identification method on a rade date basis.

o
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Inventorics
Inventories consist generally of food and supplies and are valued at the kower of cost or market, with cost determined on a first-m. (irst—out (FIFO) basis.
Praperty and Equipment

Property and equipmeat are recorded at cost. Depreciation s provided by the straighi-line method over the expected useful lives of the assets estmaied as follows:
buildings and wprovements, 20—} vears and equipment and fumiture, 3-13 years. Leaschold improvements are amortized over periods that do not exceed the non—-cancelable
respective lease tenrs using the straight-line method.

Expenditures for repairs and maintenance are charged to expense as neurred. Betterments. which significantly extend the usetul lite. are capitalized. We remove the costs
and related allowances toraccumulated depreciation or ameniaton fomihe accounts for properties sold or retired, and any resulting gzins or lusses are inchided I mcome.

In accordance with ASC Topic 3K, Property, Plant, and Equipment . we evaluate the recoverability of the carrving vahies of our properties on a property-byv-property
basis. We review our properties for recoverabiliiy when events or cireunslances, including sigaificant phvsical changes in the propenty. significant adverse changes m general
ceonenic conditions, and significant detenorations of the underlying cash flows of the propeny. indicate that the carrving amount of the property may not be recoverable. The
need o recognize mpainment is based on estimatad future undiscounted cash tlows froma propeny over the renaining usetl lite compared to the camrying value of that propeny.
If recognitien of impairment i necessary. it is neasured as the amount by which the camryving anxunt of the propenty exceeds the cstmated fair value of the property

Ivestments in Unconsolidated Companics

We usce the equity nethod to account for our investnents m joint ventures in which we have the ability 1 excreise sigmificant influence. Onginal investiments i these
entities are recorded at cost and subsequently adjusted by our share of equity In income or losses. As of Decenber 31, 2023, the nmjurity of our invesiments in unconsolidated
companies relates 10 4 mult-fanuly development that s under construction in Franklin, Tennessee, in which we ewn a 35%0 non~ontrolling interest.

Businesy Combinations

We account for transactiens that represent business combmnations using the acquisttion method of accounting in accordance with FASB ASC Topic %05, Business
Combinations (Topic 805). Acquisitions are accounted for as purchases and are included in our conselidated financial staterments fom their respective acquisition dates. Assets
acquired and liabilities assumed. if any, are measured ar fair value on the acquisition date using the appropriate valustion method. Such fair values that are not finalized for
reporting periods 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 all information required to identity and measure the consideration transferred, the assets acquired. the labilities assumed and any zonconirelling interests has been
obtained, limited to one vear fromthe acquisition date,

Coodwill generated from business combinations is recognized for the excess of the purchase price over the fair value of 1angible and wentifiable intangible assets
acquired and liabilities assumed. In determining the fair value of identifiable asscts, we use various valuation techniques. These valuation methods require us to muke estimtes
and assutmptions surrounding projected revenues and costs, future growth. and discount rates

Lang-Torm Leases

The Conpany’s lease pontfolio primarily consists of operating real estale leases for certam skilled nursing facilities, assisted and mdependem living facilities, homecare
and hospice offices, and pharmucy warchouses. The ongmal terms of the kases typically mnge fromtwo t fifteen years. Several of the real esiate kases include renewal options
which vary in kength and may not include specific rent renewal amounts. We determine of an amangenent s a lease at inceptien of a contract. We determine the kease term by
assumng excrese of renewal options that are reasonably ceniamn

The Company records right-efuse asscts and labilities for non—cancelable real estate operating leases with onginil or remaining lease terms i excess of ene year Leases
with a lzase term of 12 menths or less at inception are not recerded and are expensed on a straight-line basis vver the lease 1erm We recognize lease components and non-lease

components together and not as separate parts of a fease tor real estate keases.
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Operating lease Aght-of-use assets and labilitics arc recorded at the present value of the kease payinents over the lease term The present value of the lease pavoents are
discounted using the incremental borrewing rate associated with each lease. The variable componeats of the lease paymunt that fluctuate with the operttions of a health facility are
not included in determning the right-of-use assets and lease liabilities. Rather, these variabke components are expensed as mcurred.

Goodwill and Other Intangible Assets

Cuwodwill represents the excess of the purchase price over the tar value of identifiable net assets acquired in business combmations. We perform cur annual goodwill
impaimment asscssment on the first day ol the fourth quarter. Tests are performed more freguently if events occur, or cirgumstances change that would more likely than not reduce
the fair value of the reparting unit below its carrying amount. In accordance with ASC Topic 350, butungibies - Goodwill and Other (*ASC 330"), the guidance provides the option
to first assess qualitative factors 1o determine whether it is more likely than not that the [ir value of a reporting unit is less than its carrving value. It based on a review ot
qualitative factors. it is more likely than not that the fair value ofa reporting unit 1s less than its carrying value. the Company perfoms a goodwill impainment test by comparing the
carrymg vitlue of each reparting unit to its respective fair value. The Company determines the estimated fair value of each reporting unit using a discounted cash flow analysis. The
tair value of the reportng unit 5 implicd far value of geodwill. In the event a reporting unit's camying value exceeds its fair value, an impaiment loss will be recognized. An
impairment loss is measured by the difference between the carrving value of the reporting unit and its fair value. The Company elected 1o performa qualitative assessment durng
both fiscal vears 20235 and 2024 and determined for both periods that no indicators of impairment existed.

The Company’s indefinite-lived imangible asscts consist of trade nanws and certificates of need and licenses. The Conpany reviews indefinite-lived intangible assets for
mpaiment on an annual basis or nwre frequently ifevents or changes in ercunstances indicate that the carrving amount of the intangible asset is helow its camying anount.

Acerued Risk Reserves

We are self-insured tor nisks relared 1o workers' compensation and general and professional fiability insurance. We have two whollyv—owned limited purpese nsurance
compunies that insure these rsks. Accrued rsk reserves represent the acerual for risks associated with workers™ conpensation and professional liahility claims. The acerued risk
reserves include a Bability for unpaid reported clams and estimates for neumed but unreported claims. Qur policy with respect o a significant portion of our workers”
compensation and professional and general lability claims is 1o use an actuary 1o a$sist management in estimating our exposure for claims obligation (for both assented and
unasserted clains). We reassess our acerued nisk reserves on a quarterly basis, with changes in estimated losses being recorded in the consolidated statenents of vperations in
the period first identified.

(hher Curvenr Liahifitics

Other current liabilities prnarily represent accruals for current federal and state income taxes, real estate taxes and other current liabilitivs.
Continuing Care Contracts and Refundabic Fntrance Fees

We have continuing care retirement centers ("CCRCy within our operations. Residents may enter mto continuing care contracts with us

Non-refundable fees are included as a component of the transactien price and are amontized inte revenue over the actuanally detenmined rermining lite of the resident,
which i the expected penod of occupancy by the resident. We pay the refundablke portien ofour entry fees to residents when they relocate from our comnunity and 1he apariment
is reuccupied. Refundable entrance fees arc not included as part of the transaction price and are classified as refundable entrance fees @ the Company’s consolidated balance
sheets. The balances ol refundable entrance tees as of Decerber 31, 2025 and December 31, 2024 were 36,178,000 and $6,063,000. respectively.

We annually estimate the present value of the net cost of future services and the use of facilities to be provided to the curent CCRC residents and conpare that amount
with the balance of non-refundable deferred revenue fomentrance fees received. I the present value of the net cost of future services excecds the related anticipated revenues, a
liability is recorded (obligation to provide future services} with a corresponding charge to income. The obligation 10 provide future services is included i other noncurrent
liabilities in the Company s ¢consolidated balance sheets. At December 31, 2025 and 2024, we have recorded a finure service obligation in the amounts of $1,482.000 and 51474000,
respectively.

(ther Noncurrent Liabilitics

Other noncurrent liabiities nclude reserves primarily related 1o various uncertain income tax positions. deferred revenue, and obligations to provide services to our CCRC
residents. Deferred revenue includes the deferred gain vn the sale of assets to National Health Corporation (" Natienal™) and the non-refundable portion of CCRC entrance fees
being amortized over the remaining life expectancies of the residents.
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Income Taxes

We utilee ASC Topie 70 freomwe Taves. which requires an asset and babiny approach for financizl zccounting and reponting for income taxes. Under this guidance.
deferred taxassets and babiliies are determined based upon differences between financial reponing and wax basis of assets and liahilities and are measured using the enacted tax
laws that will be in effect when the differences are expected to reverse. The effect on deterred taxassets and labilities of 1 charge in tax mtes s recegnived in income in the period
that ncludes the enactment date. See Note 12 tor further discussion of vur accounting for income taxes.,

Also. under ASC Topic 7KL frcome Taves. 1ax positions are evaluated [0t recegnilion using a more—lkelv—than—naot thresheld. and those tax positions requirmy
recognition are measured at the krgest amount ol tax benefit that 15 greater than 30 percent likely of being realized upon uliimate settlement with a taxing authority that has full
knowledge of all relevant mtormation. Liabilities for income tax matters include amounts for income taxes, applicable penalties, and micrest thercon and are the reselt of the
potential aliernative interpretations of taxlaws and the judgmental nature of the tming of recogniion of texable income.

Noncontrolling Interest

The nencontrolling mierest in a subswdiary s presented withn total equity in the Company’s consolidated balance sheets. The Company presents the nonconteelling
interest and the amount of consolidated net income artributable o NHC in its consolidated statenents of operations. The Company's camings per share is caleulated based on net
ncome attributable to NHC's stockholders. The carrymyg amount of the noncontrelling interest is adjusted based on an allocation of the subsidiary cammgs. contnbutions, and
distebutions.

Stock-Bused Compensation

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

The fair value of the restricted stock uniis is determined based on the stock price on the date of grant. We estimated the tair value of stock options and stock purchased
under our enployee stock purchase plan using the Black-Scholes model. This model uiilizes the estinuted fair value of comamon stock and requires that, at the date of grant, we use
the expected term of the grant, the expected volatility of the price of our common stock risk—tree interest rates and expected dividend yvield of vur common stock. The fair value is
ammornzed on 4 straight—line hasis over the requisite service periods olthe awards.

Comprehensive icome

ASC Topic 220y Comprehensive meome. requires that changes in the anounts of cemain itens. inchiding unrealized gams and losses on narketable debt securities, be
shown in the consolidated financial statemenis as comprehensive income. We report comprehensive income in the consolidated statements of comprehensive incone and also in
the consolidated statenents of stockholders ™ equuty.

Cancentration of Credit Risks

Qur credit risks prinarily relate w cash and cash equivalents, restricted cash and cash equivalents, accounmis receivable, marketable secunties, and restricted marketable
sceuntics. Cash and cash equivalents are primanly held in bank accounts and ovemight investments. Restricted cash and cash equivalents are primarily mvested n commercial
paper and cestificates of deposit with financial institutions and other interest-bearing accounts. Accounts receivible consist primaniy of amounts due frem patents {funded
through Medicare, Medicaid, other contractual programs and through pnvate payors) and from other health care companies for menagement, accounting and other services. We
pertorm contihual credil evaluations of our clients and maintain appropriate allowances for doubtful accounts on any accounts receivable proving uncollectible, and continualty
monior and adjust these allowances as necessary. Marketable securhties and restrcted marketable securities are hekd primanly in accounts with brokerage mstitutions.

At 2ny peint in time we have funds @ our operating accounts and restricted vash accounts that are with third party financial institutions. These balances in the U.S. may
exceed the Federal Eepostt Insurance Corporation ("FDIC) nsurance limits. While we monitor the cash balances in our operating accounts, these cash and restricted cash
balances could be impacted if the underlving financial institutions fail or could be subject w other adverse conditions in the (inancial markets.

Our financial instruments are subject to the possibility of loss ef the carrving values as a result of the failure of ather parties to perform according 16 therr contractual
obhigations. We evaluate the need to provide reserves for potential credit losses en our financial instruments based on management's pedodic review of the ponfulio vn an
mstrument-by-mstrument basis.
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Recentiv Adopted Aceounting Guidanee

1o December 2023, the Financial Accounting Standards Board ("FASB™) ssued Accountmyg Standards Update ("ASU™Y 202348 “fncome Taxes ¢ Topic 740},
Improvements to wome Tux Disclosures,” which requires companies to disclose disaggregated jurisdictional and categorical mnformmation for the tax rate reconciliation. meome
taxes paid and other income tax related amounts. ASU 202348 15 effective for annual perieds beginning with the Company's fiscal vear 2015, with early adoption permitted and may
be applied prospectively or retraspectively to prior periods. The Company has adopted the standard prospectively and has ncluded the appropriate disclosures i our notes to the
financial statemens.

Recont Avconnting Guidunce Mot Yer Adopred

In October 2023, the FASB issued ASU 202306, " Cedification Amendments in Response 1o the SEC's Disclosure Update and Simplification Initiative.” which amends
LS. GAAP o melude cenan disclosure requirements that are currently required under SEC Regulation $-X or Regulation S-K. Fach amendment will be effeetive on the date on
which the SEC removes the related disclosure requirement from SEC Regulation $-X or Regulation $-K. The aduption is not expected 1o have a meerial impact on the Company's
finanvial statements as these requuements were previeusly ncorporated under the SEC Regulations.

In November 2024 the FASB ssucd ASU 202303 " Disaggregation of Incote Statement Expenses,” which requires the Conpany to disaggregate kev expense categoties
such as enployee compensation and depreciation within its tinancial statements. ASU 2024403 is effective for annual periods beginning with the Company's fiscal vear 2027, and
interimpeniods with the Company's fiscal vear 2028, with early adoption pemutted. We are curmrently evaluating the impact this ASU will have on the company’s financial statenunts
and related disclosures

Reclassificarions

Certain accounts in the prior-vear fingncial statements have been reclassified for comparative purposes 10 confonm to the presentation in the cument-year fnancial

statenments.




Note 2 — Net Patient Revenues
The Company disaggregates revenue fromceontracts with customers by service type and by pavor.

Revenue by Service Tvpe

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

Year Ended December 31,

2025 2024 2023
Inpatient services $ 1315545 8 LI111,300 8 956,077
Homecare and hospice services 154,086 140,459 131,537
Total net patient revenues $ 1469631 § 1251,759  § 1,087,614
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For inpauent and hospice services. revenue i recognized on a dafly basis as each day represents a4 separate contraet and performapce 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 pervisi basis. Tvpically, patients and third-pany pavors
are billed monthly afier services are performed or the patient is discharged. and payments are due based on contract terms.

s our performance obligations relate to contracts with 1 duration ofane year or less, the Company is not required 1o disclose the aggregate amount of the transaction
price allecated to performance obligations that are unsatisfied or parially unsatisficd at the end of the reporting period. The Cotrpany has munimal unsatis fied puriormunce
obligations t the cnd of the reporting period as our patients are typically under no obligation to remuin adnmtted in our facilities or under our care. As the period between the time
ol service and time ol payment is 1ypreally one year or less, the Company did not adjust for the effects of a significant financing component.

Revenue by Pavor

Centain groups of patients receive tunds te pay the cost of their care fromz common seurce. The following tible sets forth sources of net patient revenues for the pertods
indicated:

Year Ended Decermber 31,

Source 2023 2024 2023

Medicare 31% 33% %
Managed Care 12% e, 1P o
Medicaid 30% 29% 3%
Private Pay and (ther 27% 8% 26™q
Total 100% 100% 100%%

Medicare covers skilled nwrsing services for beneficiaries who require nursing care and or rehabilitation scrvices following 3 hospitalization of a1 least three conseeutive
days. For cach eligibic day a Medicare beneficiary is in a skilled nursing facility, Medicare pays the facility 2 daily payment, subject 1o adjustiment lor cenain factors such as a wage
index in the geographic arca. The payment covers ail services provided by the skilled nursing facility for the beneticiary that day. including room and board. nursing. therapy and
drugs. as wellas an estimate of capitab-related costs 10 deliver those services.

For homeeare services. Medicare pays based on the acuity level of the patient and based on periods of care. A perind of care is defined as a length ot care up o M days
with multipke continucus periods allowed. The services coverad by the payment include all disciplines of care, it addition to medical supplics, within the scope of the home health
benetit.

For huspice services. Medicare pays a daily rate to cover the hospice’s costs tor providing services included in the patient care plan. Medicare mukes daily paymenis
based on 1 of 4 levels el hospice care. All hospice care and services offered 10 patients and ther families must follow an individualized writien plan of care that meets the patiem'’s
needs.

Qur hospice service revenue is subject to certain limmations on payments fom Medicare We are subject 1o an inpatient cap limit and an overall Medicare payment cap for
cach provider number, We monttor these caps on a provider-by-provider basts and estimate amounts due back to Medicare if we estinate 2 cap has been exceeded. If applicable.
we record these cap adjustments as a reduction Lo revenue.

Medicaid 5 operated by individual states with the tinuncial participation of the federal govemnment. The states in which we aperate currently use prospective cost—based
reimbursenent systems. Under cost-based rembursenent systens, the skilled nursing facility is reimbursed for the reasonable direct and indirect allowable costs o incurred n a
base vear m providing routine resident care services as defined by the program

Private pay. managed care, and other payment sources mehde conmuercial insurance, individual patient funds, nunaged care plans and the Veterans Administration.
Private paying patients, private insurance cariers and the Veterans Administration gencrally 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 renittance beinyg due on receipt ot
the statement and generally by the 10th day ofthe month the services are perfomed.

Cenain managed care payors for homecare services pay on a per-visit basis. This revenue is recorded on an acerual basis based upon the date of services al ampums
equalto its established or estimated per-visit rates.

State Relief Supplemental Funding
The Company received supplemental Medicaid payments from various states. The fimdmy generully incorparates specific use requirerents primmrily for direct pativat
care including labor related expenses or various patient care relited expenses. We have recorded $7.246.000, 12,749,000 and $20.214.000 in net patient tevenues for these

supplemental Medicaid payments tor the years ended December 31,2025, 2024, and 2023, respectively
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Third Party Pavors

Laws and regulations govemning the Medicare and Medicaid programs are complex and subjeet to interpretation. Noncompliance with such laws and regulations can be
subject to regulatory actions including fines. penalties, and exclusion from the Medicare and Medicaid programs. We believe that we are following all applicable laws and
regulations.

Medicare and Medicaid program revenues, as well as certam Managed Care program revenues, are subject to audit and retroactive adjustment by government
representatives or their agents. Settlements wath 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 estimuted based on the terms of the payment agreement with
the payor. correspondence from the payor and the Company’s historical settlement activity, including an assessment to ensure that it 1s probable that a significant reversal in the
amount of cumulative revenue recognized will not occur when the uncentainty associated with the retroactive adjustment is subsequently resolved. Estimated settlements are
adjusted n 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 matenally affect the consolidated financial statements. We have made provisions of approximately
$13.739.000 and $15,351,000 as of December 31, 2025 and 2024, respectively, for various Medicare, Medicaid, and Managed Care claims reviews and current and prior year cost
reports.

Note 3 — Other Rewenues

Other revenues are outlined in the table below: Revenues from rental income include health care real estate propertics 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 healtheare operators. Revenues from insurance
services include premiuns for workers’ compensation and professional liability msurance policies that our wholly owned insurance subsidiaries have written for centain healthcare
operators to which we provide management or accounting services. "Other” revenues include muscellancous health care related eamings (in thousands).

Year Ended December 31,

2025 2024 2023
Rental ncome S 24966 $ 24042 § 23,926
Management and accounting service fees 18,185 17,237 18,54
Insurance services 3,405 334 3,857
Other 1,594 1,555 1,373
Gain on sale of property and equipment — - 6,230
Total other revenues S 48,150 S 46,178 S 53,930

Rental ncome

The Company leases real estate assets consisting of skilled nursing facilities and assisted hiving facilities to third panty operators. Additionally, we sublease four Florida
skilled nursing facilities meluded m our lease from National Health Investors ("NHI7) as noted in Note 6 — Long Term Leases. NHI is a publicly-traded real estate investment trust
Mr. Robert G Adams, non-executive Chaiman of the NHC Board., also serves on the Board of Directors of NHI. Rental mcome reflected i the consolidated statenents of
operations consisted of the following (in thousands):

Year Ended December 31,

2025 2024 2023
Operating lease payments $ 2929 § 22994 S 22928
Variable lease payments 2,037 1048 998
Total rental income $ 24966 § 24042 8 23,926
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Vanable lease payments are based on revenue increases as compared to a base year.

The following table sets forth the undiscounted cash flows for future mintmum lease payvments receivable for leases in effect at December 31. 2025 (in thousands):

2026 $ 23,429
2027 3,005
2028 3,028
2029 3,022
2030 3,022
Thereafier -
Total future minimum lease payments $ 35,596

Management Fees from National
We have managed skilled nursing facilities for National since 1988, and we currently nunage five facilitics. 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 nanagement fees and interest on managenent fees from
National. Unrecognized and unpaid management fees and interest on management fees from National total $18.730.000 and $18,975,000 at December 31, 2025 and 2024, respectively

The unpaid fees from these five facilities, because collection of substantially all of the contract consideration was not probable when the performunce obligation was
satistied, will be recognized as revenues only in the period n which the amounts are received. Under the tems of our management agreement with National, the payment of these
fees to us my be subordinated to other expenditures of the five skilled nursing facilities. We continue to manage these facilities so that we may be able to collect our fees in the
future and because the incremental savings fromdiscontinuing 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 fromthe sale of the centers are sufficient 1o
pay the fees. There can be no assurance that such future improved cash flows will occur.

Management Fees and Financial and Accounting Services for Other Healthcare Centers

We provide management services and financial and accounting services to cerain healtheare 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 accountmg fees of S12.386,000, $11.594.000, and $13.344.000 from
these centers, respectively.
Insurance Services

For workers” compensation insurance services. the premumrevenues reflected in the consolidated statements of operations for the years ended December 31, 2025, 2024
and 2023 were $2.247.000, $2,186,000, and $2.61 1,000, respectively. Assocuated losses and expenses are reflected in the consolidated statements of operations as "Salaries. wages
and benefits.”

For professional hability insurance services., the premiumrevenues reflected in the consolidated statements ofoperations for the years ended December 31, 2025, 2024 and

2023 were S1.158,000. 81,158,000, and $1.246.000, respectively. Associated losses and expenses ncluding those for self-insurance are mncluded in the consolidated statements of
operations as "Other operating costs and expenses”

Gain on Sale of Property and Equipment

In December 2023, we contnibuted land to a newly-formed limited Liability conpany resulting n an equity nterest in the new jomt venture entity. The fair value of the land
contributed to the new entity was 8,000,000, The related cost basis of the contributed land was $1,770,000, which resulted in a gain of $6,230,000.

Note 4 — Non-Operating Income

Non-operating income includes equity in eamings of unconsolidated investments, dividends and other realized gams and losses on marketable securities, and interest
income (in thousands).

Year Fnded December 31,

2025 2024 2023
Interest income $ 9844 § 10,104 § 8,383
Dividends and net realized gains or losses on the sale of sccurities 8,045 7973 6,262
Equity in eamings ofunconsolidated investments 218 589 2,015
Gam on sale of unconsolidated company - 1.024 -
Total non-operating income S 18,107 § 19690 $ 16,660

Gain on sale of unconsolidated company

In January 2024, the Conpany sold its 50% joint venture ownership interest in a homecare agency located in Nashville, Tennessce. The total consideration paud to the
Company was 52,100,000, which resulted m a gain of $1,024.000




Note 5 — Business Segments

The Company has two reportable operating segments: (1) mpatient services, which includes the operation of skilled nursing facilities, assisted and independent living
facilities, and behavioral health hospitals; and (2) homecare and hospice services. These reportable operating segments are consistent with nformation used by the Company’s
Chief Executive Officer. as chief operating decision maker ("CODM), to assess performance and allocate resources. The Company also reports an "all other” category that
includes revenues fromrental income, management and accounting services fees, msurance services, and costs of the corporate office.

The Company’s CODM evaluates performance mcluding 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 i 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 thousands):

Year Ended December 31, 2025

Inpatient Homecare
Services and Hospice All Other Total
Revenues:
Net patient revenues S 1315545 S 154086 S - 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 TI5477 93,535 52,068 921,080
Other operating 336,746 27,537 12,919 377.202
Facility rent 35972 2373 7,882 46,227
Depreciation and amortization 41,066 381 3273 44,920
Total costs and expenses : 1,189,261 124,026 76,142 1,389,429
Income (loss) fromoperations 127,751 30,060 (29,459) 128,352
Non-operating inconx - - 18,107 18,107
Interest expense (6,371) - - (6,371)
Unrealized gans on marketable equity securities - - 2234 22,344
Income before mcome taxes S 121,380 $ 30,060 S 10992 § 162,432
Year Ended December 31, 2024
Inpatient Homecare
Services and Hospice All Other Total
Revenues:
Net patient revenues S LI11,300  § 140459 S - 8 1.251,759
Other revenues 1,315 - 44,863 46,178
Govemment stimulus income - - 9,445 9445
Net operating revenues and stimulus income 1,112,615 140459 54,308 1,307,382
Costs and Expenses:
Salaries, wages and benefits 668,029 85,712 57,189 810,930
Other operating 280,867 25927 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 91,94 25,788 (27.837) 89,895
Non-operating income - - 19,690 19,690
Interest expense (4,135) - (4,135)
Unrealized gams on marketable equity securities = - 30,958 30,958
Income before income taxes $ 87,809 § 25788 $ 2811 $ 136,408




Year Fnded December 31, 2023

Inpatient Homecare
Services and Hospice All Other Total
Revenues:
Net patient revenues S 956,077 S 131,337 S - S 1,087,614
Other revenues 1,141 — 52,789 53,930
Net operating revenues 957218 131,337 52,789 1.141,544
Costs and Expenses:
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 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) from operations 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 income taxes S 2342 8 2440 S 21956 S 88,738

Note 6 - Long-Term Leases
Operating Leases

At December 31, 2025, we lease from NHI the real property of 32 skilled nursing facilines and three mdependent living centers under one master lease agreement. As part
of the lease agreement, we sublease four Flonda skilled nursing facilities to a third-party operator. We have two rennining 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 improvements to the lease property voluntanly made by us at our expense. In October 2025, we sent NHI a notice of our exercise of our
option to renew the Master Leasce for one five-year term commencing January 1. 2027. See Note 16 — Contingencies, Conmutments and Other Matters for further discussion of the

lease.

The annual base rent is $32.225,000 in 2025 and $31,975.000 n 2026 with the lease term expiring at December 31, 2026, The percentage rent is based on a quarterly
calculation of revenue increases and is pavable on a quarterly basis. Percentage rent expense under the NHI lease agreements for 2025, 2024, and 2023 was $8.171.000, $6,289,000
and 55,349,000, respectively.

We have a right of first refusal with NHI to purchase any of the properties should NHI receive an offer froman unrelated party during the term of the lease or up to 180
days after termination of the related lease




Minimum Lease Pavments

The following table summarizes the maturity of our operating lease labilities 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 minimum lease payments 3 54,091
Less: amounts representing interest (7.019)
Present value of future minimum lease payments 47,072
Less: current portion (33,611)
Noncurrent lease liabilities $ 13,461

As of December 31, 2025 and 2024, the weighted average remaining lease term is 4.0 vears and 3.7 vears, respectively. As of Decermber 31, 2025 and 2024, the weighted
average discount rate used to determine lease labilities is 6.7% and 7.0%, respectively.

Lease Costs
Lease costs recorded i the consolidated statement of operations are as follows (in thousands)

December 31,

2025 2024 2023
Operating lease costs: $ S $
Operating lease costs 36,850 35,669 34.953
Variable lease costs 8171 6.289 5549
Short-term lease costs 1.206 1.224 1.023
Total operating lease costs $ 46227 § 43,182 § 41,525

Cash paid for amounts included in the measurement of lease liabilities were $36.155,000, $35,394,000 and $36,198,000 for the vears ended December 31, 2025, 2024 and 2023,
respectively.
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Note 7 — Farning Per Share

The followmng table summarizes the eamings and the weighted average number of common shares used in the caleulation of basic and diluted camings per share in

thousands, except share and per share amounts)

Year Ended December 31,

2025 2024 2023
Basic:
Weighted average common shares outstanding 15472,185 15,393,782 15,310,142
Net income attributable to common stockholders of National Healthcare Corporation M) 120015 § 101,927 § 66,798
Eamings per common share, basic ) 776 3 662 § 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 conmon shares outstanding 15,646,338 15,598,528 15,377.343
Net mcome attributable to conmon stockholders of National Healthcare Corporation S 120015 § 101,927 S 66,798
767 8§ 653 S +4.34

Famings per common share, diluted S

For the years ended December 31, 2025, 2024 and 2023, there were no stock options excluded from the calculation of diluted weighted av erage shares of common stock

outstanding,

Note 8 — Investments in Marketable Securities

Marketable secunties 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 secunties S 30176 S 162972 S 30176 S 140,064
Restricted investments available for sale:
Marketable equity securities 13,104 17,197 18,534 23,190
Corporate debt securitics 58,458 58,898 58,927 57,471
Asset-backed securities 16,886 16,236 15,593 14,410
U.S. Treasury securities 43,384 42 836 46,811 44,186
State and nunicipal securities 5,282 5323 3,787 3,737
$ 167,290 303462 § 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 Farr

Shares Cost Value Shares Cost Value
NHI Common Stock 1,630,642  § 24734 S 124,532 1630642 § 24734 § 113,003
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The amoried cost and estimated far value of debt seeunties classified as avaifable for sale, by contractual muunty, are as follows 1o thowsands)

Deceber 31, 2023 December 31, 2023
Fuir Fair
Cost Value Cost Value
Maturitics:

Within | vear S H3W S 14236 S =078 2537
1 to 5 years 69316 68390 66,117 63,379
610 10 vears 40,385 Hho67 32,648 30,606
Over 10 years - -~ 646 502
b 124010 § 123293 S 125118 S 119,804

(xross unrealized gains related 10 nurketable equity securities are $137.436.000 and $115259.000 as of December 31, 2025 and 2024, respectively. Gross unrealized losses
related 10 pmrketable equity securities are $347.000 and S7T15000 as of Decermber 31, 2025 and 2024, respectively. For the vears ended December 31 2023, 2024, and 2023, the
Conpany recognized net unrealized gains of S22, 34,000, $30.958.000. and S14.94.000 respectively. n the conselidated statements of operstions.

Cross unrealized gaing related to available for sale narketable debr securities are $TAHAO00 and $133,000 a5 of December 310 2023 and 2024, respectively. (Goss unrealized
losses related to available for sale narketable debt sceunties are 52 181,000 and 53,449,000 as of Decernber 31, 2025 and 2024, respectively.

The Company s unrealized losses i our available for sale narketable debt securities were determined 1 be non—credit related, The Company has not recogniacd any credit

related fipaimyents for the years ended Decermber 31, 2025 and 2024,
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For the marketable debt securities in gross unrealized koss positions. (a) it & more likely than not that the Company will not be required 10 sell the myvestment sceurities
butore recovery of the unrealized losses nor dues the Company have the intent to sell before recovery of unrealized losses, and (b} the Company expects that the contractual
prncipal and interest wall be receved on the investment securities.

Proceeds fromthe sale of available for sale marketable securities during the vears ended December 31, 2025, 2024, and 2023 were $72.893.000, $31.970.000. and $47.396.000,
respectively. Net investment gains of $1.167.000 and $1.090.000 and net investment losses of S667.000 were realized on these sales during the vears ended Decermber 31. 2023, 2024,
and 2073, respectivedy.

Note 9 — Fair Value Measurements

The accounting standard for fair value neasurements provides a framework for meas uning fair value and requires expanded disclosures regarding farr value measarements,
Fair value is defined as the price that would be received for an asset or the exit price that would be paid 1o transfer a fiability in the principal or nost advantageous market in an
orderly transaction between nurket participants on the measurenent date, This accounting standard establishes a fair value hierarchy, which requires an entity to nuxmize the use
ofabservable inputs. where available. The foliowing sunmurizes the three levels ol inputs that may be used o measure fair value:

Level 1 - The valuation s based un quoted prices in active markets for identical instruments,

Level 2~ The valuation is based on observable inputs such as quoted prices for similar instruments in active markets, quoted prices for identical or similar instrurments in
markets that are not active, and model-based valuation techniques for which all significant assunptions are observable i the marker

Level 3 - The valuation is based on unobservable nputs that are supported by minitmal or no warket activity and that are significant 1o the fair value of the instrument.
Level 3 valuations are typically pertormed using pricing models. discounted cash tlow methodologies. or similar techniques that incerporate nEunagement s own estimates
of assumptions that market participants would use in pricmg the instrunent, or valuations that require signiticam managenment judgment or estimation,

A financial instrument’s level within the fair value hierarchy is based on the lowest kevel of mput that is significant to the tair valie measurerment.
The Company’s non-tinancial asscts, which includes goodwill, intangible assets, property and equipment and night-of-use assets, are not required 1o be measured at Bie

value on a recurring basis. However, on a periedic basis, or whenever events or changes m circumstances indicate that their carrying value may hot be recoverable, the Conpany
assesses its long-lived assets for impaimment. When impairment has occurred. such long-lived assets are written down to fair value

Vealuation of Marketuble Securities

The Conpany determines fair value for marketabic securities with Level 1 inputs through quoted market prices. The Company determines fair value for morketable
securitics with Level 2 mputs through broker or dealer quotations or altemative prcing sources with reasonable Jevels of price trinsparency. Our Level 2 marketablke seeurities have
been mitally valued at the tansaction price and subsequently valued. at the end of sach month, typically utilizing third party pocing services or other ket observable data. The
pricing services utilize industry standard valuation models. including both mevne and market-based approaches and observable ket nputs to determine vale. These
observable market mputs nchide reportable trades. benchmark vields. credit spreads, broker:deaier quotes. bids, offers, and other industrv and economic events.

We validated the prices provided by our broker by reviewing their pricing methods. obtaining market values fromother pricing sources. anatvzing pricmg data in certain
nstances and confiming that the relevant markets are active. Afler completing our validation procedures. we did not adjust or overide any far value measurcments provided by
our broker as of Decerber 31, 3025 or 2024,

Other

The cairying amounts of cash and cash equivaknts, restricted cash and cash equivalents. accounts recvivable, and accounts payabk: approxmule tair value due to ther
short—term nature. At Decermber 21, 2025 and 2024, there were no muterdal differences between the camying anounts and fair values of NIIC's financial instruments.
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The following table summarizes fair value measurements by level at December 31, 2025 and December 31, 2024 for assets and labilities measured at fair value on a recurming

basis (in thousands):

Fair Value Measurements Using

Quoted
Prices in
Active Significant
Markets Other Significant
For Identical Observable Unobservable
Fair Assets Inputs Inputs
December 31, 2025 Value (Level 1) (Level 2) (Level 3)
Cash and cash equivalents s 92829 § 92829 § -
Restricted cash and cash equivalents 19,358 19,358 -
Marketable equity securities 180,169 180,169 -
Corporate debt securitics 58,898 45,948 12,950
Asset-backed securities 16,236 = 16,236
U.S. Treasury secunties 42,836 42,836 -
State and municipal securities 5323 877 4,446
Total financial assets ) 415649 S 382017 S 33,632
Fair Value Measurements Using
Quoted
Prices in
Active Significant
Markets Other Significant
For Identical Observable Unobservable
Fair Assels [nputs Inputs
December 31, 2024 Value (Level 1) (Level 2) (Level 3)
Cash and cash equivalents 3 76,121 % 76,121 § =
Restricted cash and cash equivalents 20.801 20,801 -
Marketable equity securities 163254 163,254 -
Corporate debt securties 57471 43,656 13.815
Asset—backed securities 14,410 - 14410
U.S. Treasury securities H4.186 H.186 -
State and municipal securities 3,737 806 2931
Total financial assets S 379980 S 348824 S 3156 S
Note 10 — Property and Equipment
Property and equipment, at cost, consists of the following (in thousands):
December 31,
2025 2024
Land S 98389 § 99,815
Leasehold improvements 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: Accurulated depreciation (635,094) (597,447)
S 673,797 S 684,289

Net property and equipment




Note 11 — Goodwill and Other Intangible Assets

As of December 31, 2025, we evaluated potential tnggering events that mght be indicators that our goodwill and indefinite lived intangibles were impaired. The Company
performs its goodwill impairment analysis for cach reporting unit that constitutes a component for which (1) diserete financial information is available and (2) segment management
regularly reviews the operating results of that component. in accordance with the provisions of ASC Topic 350, Intangibles - Goodwill and Other. No goodwill or intangible asset
mpaiments were recorded during the vears ended December 31, 2025, 2024, and 2023.

The followng table represents activity m goodwill by segment as of and for the year ended December 31, 2025 (in thousands):

Year Ended December 31, 2025

Inpatient Homecare
Services and Hospice All Other Toral
January 1, 2024 3,741 164,554 - 168,295
Additions 2,183 ~ - 2,183
December 31, 2024 5924 164,554 - 170,478
Additions - - - -
December 31, 2025 $ 5924 § 164,554 § - 3 170,478
Indefinite-lived mtangible assets consist of the following ¢in thousands):
December 31, December 31,
2025 2024
Trade names 5 158% § 15,896
Certificates of need 1.756 1,756
Licenses 2212 2212
Total S 19.864 S 19.864

Note 12 — Income Taxes

Income before income taxes was as follows fin thousands):

Year Ended December 31,

2025 2024 2023
United States S 162432 § 136408  § 88,738
Income before income taxes 5 162432 § 136408 § 88,738
The provision for mcome taxes is comprised of the following components (in thousands)-
Year Ended December 31,
2025 2024 2023
Current tax provision
Federal h 25589 S 12900 S 14,520
State 7,049 3,490 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 $ 39826 §$ U3n 3 23,450
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The deferred taxassets and habilities, consisting of temporary differences taxeffected at the respective income taxrates, are as follows (in thousands):

December 31,
2025 2024
Deferred taxassets:
Accrued nsk reserves S 2361 S 2,012
Accrued expenses 9.547 7,695
Stock based compensation 1.350 1181
Deferred revenue 2941 3,154
Operating lease Liabilities 11,963 19,896
Other 1,105 847
Total gross deferred taxassets 29,267 34,785
Less: valuation allowance (212) (517)
Deferred taxassets less valuation allowance S 29055 § 34.268
Deferred tax liabilities :
Unrealized gains on marketable securities $ (35415 $ (28,581)
Deferred gamn on sale of assets, net (2.048) (2,053)
Book basis in excess of taxbasis of intangible assets (6,283) (5,655)
Book basis in excess of taxbasis of securities (2,787) (4.042)
Book basis in excess of tax basis of fixed assets (10,460) (6,579)
Long—term mvestments (2.605) (2,652)
Operating lease assets (12,144 (20,254)
Total deferred tax liabilities S (71,742) § (69,818)
Net deferred tax hability S (42,687) S (35,530)

A reconciliation of income tax expense and the amount conputed by applying the statutory federal income tax rate to income before income taxes afier the adoption of
ASU 2023-091s as follows (dollars in thousands):

Year Ended December 31,

2025
Taxprovision at federal statutory rate s 4111 21.0%
State and Local Income Taxes. net of federal benefit (1) 7834 48
Changes in Valuation Allowances (303) 0.2)
Nontaxable and Nondeductible Items (237) (0.2)
Changes in Unrecognized tax benefits (389) (0.2)
Other Adjustments (1,188) (0.7)
Effective taxrate S 19.826 24.5%

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

A reconctliation of income tax expense and the amount computed by applying the statutory federal income tax rate to ncome before income taxes for years prior to the
adoption of ASU 2023409 is as follows (in thousands):

Year Ended December 31,

2024 2023

Taxprovision at federal statutory rate 5 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

FExpiration of statute of limitations (932) (1,491)

Tax (expense) benefit of noncontrolling interest (34) 317

Other, net (397) 162

Total increases 5,676 4.815
Effective income taxexpense S 430 S 23,450

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 future taxable income anticipated. Our deferred tax assets, with the exception of certain deferred tax assets associated with unrealized losses on
marketable securities, are more likely than not to be realized in full due to the existence of sufficient taxable income of the appropriate character under the tax law. As such, the only
valuation allowance relates to unrealized losses on marketable securities.

Uncertain tax positions may arise where tax laws may allow for altemnative interpretations or where the timing of recognition of income is subject to judgment. Under ASC
Topic 740, tax positions are evaluated for recognition using a more-likely—than—not threshold, and those tax positions requiring recognition are measured at the largest amount of
taxbenefit that is greater than 50 percent likely of being realized upon ultimate settlement with a taxing authornty 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
to be taken in a tax retum and the benefit recognized and measured Generally, a liability is created for an unrecognized tax benefit because it represents a company’s potential
future obligation to a taxing authority for a tax position that was not recognized per above. We believe that our liabilities reflect the anticipated outcome of known uncertain tax
positions in conformity with ASC Topic 740 Income Taxes. Our liabilitics for unrecognized tax benefits are presented in the consolidated balance sheets within other noncurrent
labilities




A reconciliation of the beginning and endmg amount of unrecognized tax benefits is as follows (in thousands):

Liabihty
For
Deferred Liability For Interest
Tax Unrecognized and Liability
Asset Tax Benefits Penalties Total
Balance, January 1, 2023 s 4754 S 8505 § 2678 § 11,183
Additions based on tax positions related to the current year 1,454 1,454 - 1,454
Additions (reductions) for tax positions of prior years (198) 324 1,583 1,907
Reductions for statute of limitation expirations (361) (1,030) (823) (1,853)
Balance, December 31, 2023 5,649 9,253 3438 12,691
Additions based on tax positions related to the current vear 835 835 - 835
Additions (reductions) for tax positions of prior years (1,380) (1,097) 859 (238)
Reductions for statute of limitation expirations (232) (592) (572) (1,164)
Balance, December 31, 2024 4872 8399 3,725 12,124
Additions based on taxpositions related to the current vear 754 754 - 754
Additions (reductions) for tax positions of prior years (531) (409) (934) 1,576
Reductions for statute of limitation expirations (233) (602) (568) (1,403)
Balance, December 31, 2025 $ 4862 § 8142 8§ 2223 % 13,051

Unrecognized tax benefits of $4,040,000, net of federal benefit at December 31, 2025, attributable to permanent 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 estimated at $964,000.

Interest and penalties expense related to U.S. federal and state mcome tax retumns are included within mcome tax expense. The Company is no longer subject to US.
federal and state examinations by taxauthonties 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
3l;
2025

Federal $ 20,688
State

Tennessee 1,785

Other states 2.246

Total income taxes paid, net S 24,719

The amount of cash income taxes paid by the Company during the years ended December 31, 2024 and 2023 was $17,525,000 and $14.571,000, respectively

Note 13 — Stock Repurchases

During 2025, the Company purchased 127,338 shares of its common stock for a total cost of $14,730,000. Dunng 2024, the Company purchased 133,151 shares of its
common stock for a total cost of $13,502,000. During 2023, the Conpany purchased 44,349 shares of its common stock for a total cost of $2,482,000. The shares were funded from
cash on hand and were cancelled and retumed to the status of authorized but unissued.

Note 14 - Stock—Based Compens ation

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

The Compensation Committee of the Board of Directors ("the Committee”) has the authornity to select the participants to be granted options: to designate whether the
option granted is an incentive stock option ("ISO"), a non—qualified option, or a stock appreciation night; to establish the number of shares of common stock that may be 1ssued
upon exereise of the option; to establish the vesting provision for any award; and to establish the termany award may be outstanding. The exercise price of any I1SO'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 ISO muy not be any more than ten vears. The exercise price of
any non—qualified options granted will not be less than 100% ofthe fair market value of the shares of common stock on the date granted unless so determined by the Commuttee
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In May 2020, our stockholders approved the 2020 Ommibus 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 emplovee stock purchase plan. The employee stock purchase plan allows
employees to purchase our shares of stock through payroll deductions. At December 31, 2025, 1,272,632 shares were available for future grants under the 2020 Equity Incentive
Plan.

Compensation expense is recognized only for the awards that ultimately vest. The Company accounts for forfeitures when they occur. Stock-based compensation totaled
54,399,000, 34,160,000, and $2.782.000, for the years ended December 31, 2025, 2024, and 2023, respectively. Stock-based compensation is included in salaries, wages and benefits in
the consolidated statements of operations. The total ntrinsic value of shares exercised (and tax deductions taken) was $9.464.000, $9,143,000, and $2,769,000 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
conpensation cost will be amortized over an approximate 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 using the Black-Scholes
option valuation model with the weighted average assumptions indicated i the following table. Fach grant is valued as a single award with an expected termbased upon expected
employment and termunation behavior. Compensation cost is recognized over the requisite service period in a munner consistent wath the option vesting provisions. The straight—
Iine 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 denved using weekly historical data for periods immediately preceding the date of grant. The risk—free interest rate is the approximate vield on the United States Treasury Strips
having a hife equal to the expected option life on the date of grant. The expected life 1s 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 i 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% 44%

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

Options outstanding at January 1, 2023 #4514 8 66.62 =
Options granted 299278 544 =
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 =
Options exercised (219,973) 64.73 =
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 § 8253 § 35,350,779
Options exercisable at December 31, 2025 208964 S 7285 § 13,424,673




Weighted

Avenige
Options Weighted Remaming
(utstanding Avenage Contractual
Ducember 31, Exercise Life in
2025 [xerese Prices Price Years
199,607 $53.94 — $71.64 s 59.88 18
HE.36% 590.62 — S106.18 92.62 3.8
647,975 3 82.53 32
Note 15 — Long-Term Dehe
Long-temdebt consists of the following tdotlars in thowsandsy:
Interest rate
at
Decenter 31, Decermber 31, Decenber 31,
2025 Maturity 2025 2024
Credit facility, interest payable monthiy Variable, 5.3% 2029 S 40,000 § 137,000
Less current portion (7.500) (7,500)
Long-termdebt, less cument portion s 32500 § 129,500

On August 1, 2024, the Company entered into a S200.000.000 senior credit facilicy with a tive-year termeonsisting of a S130.000.000 term acility and a SS0000.060 revolving
line of credit (the "Credit Facility™). The Credit Facility is for general corporate purposes. ncludmy working capital and aequisitions. The luans bear interest at either (i} Term
Secured Ovemight Financing Rate ("SOFR™) for interest periods of one. three or sixmonths. plus the applicable margin or. at NHCs wption. (i) the Base Rate plus the applicable
margin. The applicable nargin is an interest rate per annum between 130" and 1.65% for Term SOFR loans and between . 3090 and 65%% for Base Rate loans, depending upon the
Company neeting certain conditions. The revolving line of credit contains a conmitment tee cqual 1o 0.25% of the unused borowing capacity. There are no amounts outstanding
on the revolving ling ol eredit at December 31, 2025,

NHCs obligations under the Credit Facility are unsecured. The Credit Facility contsins custonmary representations and wamantics, tinuncial covenants, and ather
customary affimutive and negative covenants. The Credit Favility also contains customary events of defauh, As of December 31, 2025, the Company is compliant with all firancial
covenants. Based on level 2 inputs, the carrying value of the Company's long-termdebt is considered 10 approximute the fair value of such debt based vpon the interest rates that
the Company belivves it can currently vbtain for simitar debr.

The aggregate matunities of long—termdebt for the five years subsequent to Decermber 31, 2025 are as lollews 1in thousamds):

Long-Term Debt

2026 3 7,500
2027 7500
2028 7,500
2029 17.500
2030 -
Total $ 40,000
—_—




Nute 16 — Contingencies, Commitments and Other Matters
National Health Investors, Inc. Lease

As discussed in Nute 6 - Long-Term Leases, our whollv-owned subs durv, NHC OP. LP. ("the tenant”), is the tenant under a Master Agreement 1o Lease with NHI dated
October 17, 1991, a5 anended ithe “Master Lease™ ), for 32 skilled nursing tacilines and three independent living centers {cellectivelv, the "Leased Property™ ). On July 29, 2023, the
Tenant received a letter from NHL notifving the Tenant of alkegations it was not in compliance with four non-monetary provisions ot the Master Lease and requesting conpliance
by August 29, 2025,

The Tenant's legal counsel sent NHIs legal counsel a letter dated August 15, 2025 stating the Tenant's beliel that the Tenant was in compliance with the Master Lease
and requesting clarifying infornution so that it could expeditiously and adequately address any alleged potential non-conpliance with the Master Lease,

NHIs counsels first substantive response 1o the August 15, 2025 letter was a ketter dated September 8. 2025 fomully alleging the Tenant is in defaul under the Master
Lease as a result of the Tenant’s non-compliance with the same lour nen-nonetary provisions of the Master Lease. stating that the cure period under the Master Lease tdiscussed
below) was conmencing, and stating that Rilure to cure the alleged defaults within thinty 130) days would result in an "Fvent of Defiult” under the Master Lease, entitling the
Landlord to pursue any and all remedies under the Master Lease. The September 8. 2023 letter also included limited clarification on the allegations made in the July 29, 2025 letter.

Under the Master Lease, an "Feent of Default”™ occurs with respect to the areas of alleged non-monetary non-compliznee. if such non-compliance continues for a perod
of thirty (30 days afier written notice is given 1o the Tenant by NHI: or. it by reason of the nature of suck non—conpliance. it cannot be remedied within thiny (30) days. the Tenant
fails 1o proceed with reasonable diligence tsatistactory to NHD after receipt of the notice to cure the alleged non-conpliance.

The Tenant contmues to dispuic that the alleged areas of non-monctary non-conpliance represent a default under the Master Lease and believes that any areas that do
represent non-conpliance are subject only to the ebligation o proceed with reasonable diligence 1o cure the alleged non-comphance. and that the Tenant has so proceeded. The
Tenant continues to review the sllegations and has been and intends o continue 1o remam in communication with NHI and NII's counsel concemning NHI's allegations.

Prior to the Landlord’s inmial July 29, 2025 ietter, the Tenant began negotiations with the Landlord conceming the Master Lease and intends to continue these
negotiations while addressing the non-monetary matters alleged in the September 8. 2025 letter Any termination of the Master Lease that deprives the Tenant of the beneflt of the
continuing right 1o occupy the Leased Property through the renewal terms of the Master Lease could have a material adverse impact on our results of eperations. cash fows and
financial position. Based on eur present knowledge of the facts. we do not believe a material loss is probable.

Avcrtied Risk Reserves

We are seli=msured for risks related to workers” compensatien and general and professional liability msurance. We have two wholly—owned limited purpose msurance
companies that insure nisks related to workers” compensation and general and professional liability insurance clams both for our owned and leased entities and certain of the
entities to which we provide management or accounting services. The lability we have recognized for reporied clamms and estimates for incurred but unreported clims totals
S121.595.000 and $103.616.000 at December 31. 2623 and 2024, respectively. The liability is included i accrued risk reserves in the consolidated balwnce sheets and is subject to
adjustment for actual claims incurred. It is possible that these ¢laims plus unassened claims could exceed our insurance coverages and our reserves, which could have a matenal
adverse effect on our consolidated tinancial position, results of operations and cash flows.

As aresult of the tems of vur msurance pulicies and vur use vf wholly vwned limited purpose insurance companies. we have retained significant insurance risk with
respect to workers” conpensation and general and professional liability. We consider the professional services of ndependent actuaries 1o assist us in estimating our exposures
tor clains ebligations {for both asserted and unasscerted claims) related o deductibkes and exposures in excess of coverage limits, and we maintain reserves for these obligations.
Such estmmtes are based on many vanables inchuding historical and statistical information and other tactors.

Workers” Compensation

For workers” compensation, we utilize a wholly owned Tennessee domiciled propeny casualty insurance conpany to wiite coverage for NHC affiliates and for third—party
custemers. Policies are written for a duration of twelve months and cover only risks related to workers' compensation losses. All customers are companies which operate in the
long—termcare mdustry. Business is written on a direct basis.

General and Professional Liability nsurance and Lawsuits

The senior care industry has experienced significant increases in both the number of personal injury wrongful death claims and in the severity of awards based upon
alleged negligence by skilled nursing facilities and their employces in providing care to wesidents. The Conpany has been, and contintues to be, subject to claims and legal actions
that arise in the ordinary course of business, including pozential claims related to patient care and treaiment. The defense of these lawsuits may result i significant legal costs.
regardless of the outcome, and can result in large settlerment amoums or danage awards.

Insurance coverage for all years includes primary policics and excess policies. The primary coverage is in the amount of a per incident claim and a per location claim with
an annual primary policy aggregate limit that is adjusted on ar annual basis. Additienal insurance is purchased through third party providers that serve to supplement the
coverage provided through our whally owned caplive insurance conpany.

There is cenan additional litigation incidental w our business, none of which, based upon information available to date, would be material to our financial position, results
of operations, or cash flows. In addition, the long—term care indusiry 1 contmuously subject to scrutiny by govemmental regulators, which could result in litigation or clzims

related (o regulatery compliance matters.
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Civil vestgative Demand - (i Tam Complaine

On or about May 21 2024, Caris Healtheare, LP. (" Caris™) received a Civil lovestigative Demand ("CIIY") from the U.S. Attormev's Office for the Eastem Bhistrict of
Tenngssee. The QD requested the production of certain medical records for patients at Cans™ Nashville office and other documents related to the billing for hospice services for
the period of January 1. 2019. through the date of the CII). The Company cooperated with respect to the requests.

On June 23, 2025, a2 Notice of Hection to Decline Intervention (the "Notice of Declination™ was filed by the United States of Amenca. the State of Tennessee, the
Commonwealth of Virginia, and the State of Georgia, in a case sivled U5, ex red Marshall v Caris HewlthCare, 1P, Case No, 3:23-CV-00330. m the U.S. Distnet Count for the
Eastern Distriet of Tennessee (the *Qui Tam Case™). Subsequent 1o the Notice of Declination filing. an underlving gui tam complamt. ongmally filed on September 12, 2023 was
unsealed. Following the Netice of Declination, the relators filed a Netice of Voluntary Dismissal on Septenber 25, 2023, which concluded the matter.

Ddenuities

Fromtime to time, the Company enters into certain types of contracts that contingently require it to ndennify parties agamst third-pany claums. These contrcts primerily
nclude (1) cenain real estate leases, under which the Company may be required to indemnify property owners or prior facility operators for post-transfer liabilities and other claims
arising tromthe Conpany’'s use of the applicable preneses. {il) eperatiens transter agreenents, in which the Company agrees to indenmufy past operators of facilities agamns: cernain
Jiabilities ansing from the transter of the operation and. or the operation thereof after the trans fer o the Company or its subsidiary, (i) certain lending agreements, under which the
Conpany muy be required to ndenmify the lender against various clains and liabilities, {iv) cenain agreenents by and between the Company and or its subsidiaries or affiliates,
and {v} cenain agreements with the Company officers, directors and others, under whick the Conpany may be required to indemmify such persons for liabilities arising out of the
nature of their relationship to the Company and or its subsidiaries and affiliates. The teme of such obligations vary by contract and. m most instances. do not expressly state or
include a specific or maxnumdollar amount. Cenerzlly, amounts under these contracts cannol be reasonably estimuted until a specific claimis asserted.

Governmenial Regularions

Laws and regulations governing the Medicare, Medicaid and other federal healtheare programs are complex and subject to mterpretation. Managenent believes that it is
fllowing all applicable laws and regulations in all material respects. However conpliance with such laws and regulations can be subject to future govemnment review and
interpretation as well as significant regulatory action including fines. penalties. and exclusions [romthe Medicare, Medicaid and other federal heakheare programs.

Debr CGuaraniees

At December 31, 2025, no agreement o guarantee the debt of other parties exists

Note 17 — Relations hip with Natienal Health Corporation

National Health Corporation (" National”), which is wholly owned by the Nauonal Health Corperation Leveraged Emplovee Stock Ownership Plan ("ESOP), was formed in
1986 and 1 our administrative services affiliate and contractor As discussed below: all of the personnel conducting our business. meluding our exccutive management team. arc
emplovees of National and mav have ownership mierests in Natonal only through their participation as emplovees in the ESOP.

Management Contracts

We currently munage tive skilled nursing facilities for National under a management contract. The mensgement contract has been extended until January 1. 2028, See Note
3 for additwonal nformation regarding, management services foes recognied Tom Nuational

Financing Activities

In conjunction with our nunagenynt contract. we have entered into a line of crede arangement whereby we nay have snounts due from National from time to tine, The
maxinum lean connitment under the line of eredit is 32,000,000, At December 31, 2025 and 2024, National did not have an outstanding balance on the line of creda.

The naxium line of credit conmitment amount of $2.001000 15 also the amount of a deferred gam that has been outstanding since NHC sold cenain assets to National in
1988, The amount of the deferred gain 15 expected to remain deferred until the managenent contract with National expires, currently scheduled in January 2028, The detemred gain is
included in deferred revenue in the consolidated balance sheets.

Payroll and Related Services

The persennel conducting our business, including our exceutive managenent team, are employvees of Nationzl and may have ownership interests in National only through
their participation in the ESOP. National provides payroll services 10 NHC, provides enployee fringe benefits, and muintains certain liability imsurmnce. We pay to National all the
costs of personnel enployed for our benefit, as well as an administrative fee equal 1o 1% of payrellcosts. The admmnistrmtive fee paid to National for the vears ended December 31,
2025, 2024, and 2023 was $6.218.000. $5.873.00M, and $5.431.000. respectively. At December 31, 2025 and 2024, the Conpany has recorded $911.000 and $2,933,000. respectively. in
accoums pavable in the consolidated balance sheets as a reselt of the timing differences between interim payments for payroll and eoployee benefits services costs.

National's Ownership of Our Stock

At Decervber 310 2025 and 2024, Navonal owns 1030887 shares of our outstanding common stock.  This accounts for 6.6 and 6. 74, respectively, of 1he total
outstanding shares of common stock.
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Consoliduation Considerations

Because of the contractual and managerment relationships between NHC and National as deseribed m this note above. we have considered whether National should be
conselidated by NHC under the guidance provided in ASC Tepic 810, Consolidation. We do not consolidate National because (1) NHC does not have any obligation or rights
{eurrent or future) 1e absorb losses or to receive benefits from Natienal The ESOP participants bear the current and future financial gain or burden of National, (2) National's cyuity
at sk is sefficient 1o finance its activitics without past or future subordinated suppoen from NIIC or other parties. and (3) the 2quity holders of National (that is collectively the
ISOP. s trustees. and the ESOP participants j possess the characteristics of a controliing financial nterest. mehiding voting rights that are properntional to thelr ceonomic nterests.
Supponing the assenons above is the following: ([} substantive mdependent trustees are appointed for the benefit ol the ESOP panicipants when decisions must be made that
may create the appearance of a contlict of mterest between NHC and the ESOP, and (2) National was designed. tormed and is operated for the purpose of creating variability and
passing that variabilty along 10 the ESOP participants—that is. te provide retirement benefits and value to the emplovees of NHC and NHC's affiliates. The comractual and
maragemenl relationships between NHC and Natienal are with the skelled nursing tacilities that are substantially less than 307 af'the fair value of the total assets of National NHC
does net have a vanable interest in National as a whole.

ITEMS. CHANGES [N AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

TEMYA.  CONTROLS AND PROCEDURES

Limitations on Effectivencss of Controls and Procedures

In designing and evaluating our disclosure controls and procedures. management recognizes that any controls and procedures. no nutter how well designed and
operated. can provide only reasonable assurance of achieving the desired control objectives. n addition. the design of disclosure controls and procedures must reflect the fact
that there are resource constraints and that managerment is required to apply judgment m evaluating the benefits ofpossible controls and procedures relative to their costs.

BEvaluation of Disclosure Controls and Procedures

Based on therr evaluation as of December 21, 2023, the Chief Executive Otficer and Chief Finaneial Otficer of the Company have concluded that the Company s disclosure
conirols and procedures (as defined in Rules P3a—13e) and 15d—15te) under the Securities Exchange Act ol 1934, as amended) were effective 10 ensure that the information
required 1o be disclosed by us in this Annual Repen on Form 10-K was recorded. processed. summanized and reported within the time periods specified in the SEC’s rules and
instructions for Form 10-K

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

We are respons ible tor establishing and mointaining adequate intemal control over tinancial reporting ias defined in Rule 13a— 131 under the Sccurities Exchange Act ot
1934, as amended). We assessed the effectiveness of our intemal contrel over fnancial reporting as of December 31, 2023, [n making this assessment, our munagement used the
crieria set forth by the Commitiee of Sponsorng Organiations of the Treadway Commission ("COS0") in Internal Control-Integrated Framework (2013 Framework). We have
concluded that. as of December 31. 2023, our intenal control over financial repenting is effective based on these criteria, Our independent registered public accounting firm,
Deloitte and Touche LEP. has 1ssued an attestation report on the effectiveness of the Company s mtemal control over tinancial reporting included herein.

=
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the stockholders and the Board of Directors of Natiwnal HeaithCare 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 Decernber 31, 2025, based on criteria established
internal Contrel — Imtegroted Framework (20131 ssued by the Comminee of Sponsoring Organizations of the Treadway Commrission (COSO). In our opinion, the Company
mamtained. in all material respects. effective mtemal contral over financial repenting as of December 31, 2025, based on criteria established in fnzernal Control - Integrated
Framework (20131 ssued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United $tates  {PCAOB). the consolidated financial statements as of
and for the year ended December 31, 2025 of the Company and our repoert dated February 26, 2026, expressed an unqualified opinion on those financial statements.

Basis for Opinion

The Conpany's managernent is responsible for maintaining effective intemal control over linancial reponting and for its assessment of the effectiveness of mtemal control over
financial reporting, included in the accompanying Wanugement's report on Internad Control over Financial Reporting. Qur responsibility is 1o express an opinion on the
Company’s intemal control over financial reporting based on eur audit. We are a public accounting firmregistered with the PCAOB and arc required 1o be independent with respect
to the Company m accordance with the U.S. federal securities laws and the applicable rules and regulations of'the Securities and Exchange Comission and the PCAOB.

We conducted our audit m aceordance with the standards vl'the PCAOB. Those standards require that we plan and perform the audit 10 obtain reasonable assurnce about
whether effective mtemal control over fmancial reporting was maintained in all material respecets. Our audit included obtaining an enderstanding of intemal control uver financial
reputting, assessing the risk that a material weakness exists. testmg and evaiuatimg the design and operating effectiveness of mitemnal control based on the assessed risk and
pertorming such other procedures as we considered necessary m the circunstances. We belicve that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s intemal control ever financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
tinanvial statements for extemal purposes in accordance with generally aceepted accounting principles. A company’s internal controi over financial reporting includes those
policies and procedures that (1) pertain te the maintenance of records that, n reasonable detail, accurately and Girly retlect the transactions and dispositions of the asscts of the
company: (2)provide reasonable assurance that transactions are recorded as necessary to pemit preparation of financial statements in accordance with generally accepted
accounting principies. and that receipts and expenditures of the conpany are being made valy in accordance with authorizutions of menagement and directors of the conpany: and
3y provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's asscts that could have a material ¢ tfect
on the financial statenenis.

Because ofits inherent linetations. intemal control over firancial reporting nmy not prevent or Jetect misstatements. Also. projections et any evaluation of effectiveness 1o future
periods are subject to the risk that controls may become madequate because of changes i conditions. or that the degree of compliance with the policies or procedures may
deterorate.

s Deloite & Touche LIP

Nashvilke. Tennessee
February 26. 2026




Changes in Internal Control

There were no changes in our intemnal control over financial reporting that occurred durng the quarter ended Decenber 31, 2025 that have mutenally allected. ot are
reasonably likely 1o materially affect. our intemal control over financial reporting.
FEFM9B. OTHER INFORMATION

Noene.

ITEM9C.  DISCLOS URE REGARDING FOREIGN JURISDICTIONS THAT PREVENT INSPECTIONS
Not Applicahle.

PART Il

ITEM 10, DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information in our definitive 2026 proxy statement set forth under the captions Direerors of the Company and Executive (Micers of the Companv s hereby
incorporated by reterence.

ITEM11.  EXECUTIVE COMPENSATION

The infermation m our definitive 2026 proxy statement set forth under the caption Compensation Discussion & Anafvsis s hereby incorporated by reference.

[TEMI2,  SECURITY OWNERSHIP OF CERTAIN BENEFICLAL OWNERS AND MANAGEMENT AND RELATYD STOCKHOLDER MATTERS

This information is incorporated by reference fromouer defmitive 2026 proxy statement.

MEM 13, CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information in our definitive 2026 proxy staterent set forth under the caption Certain Relationships and Related Transactions is hereby incorporated by reference.

IMEM 4. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information m our definitive 2026 proxy statement set forth under the caption Report of the Awdit Committee is hercby incorporated by reference (which will be filed
within 120 dayvs ofthe end of the fiscal vear w which this repon relates).
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PART IV

ITEM 5. EXHIBITS AND FINANCIAL STATEMENT SCHEDULE

The following documents are filed as a part of this report:

(a) (1) Financial Statements:

The following financial statements are included in ltem 8 of this Annual Report on Form 10-K and are filed as part of this report:

Report of Independent Registered Public Accounting Firm (PCAOB ID:42)

Consolidated Statements of Operations — Years ended December 31, 2025, 2024, and 2023
Consolidated Statements of Comprehensive Income — Years ended December 31, 2025, 2024, and 2023
Consolidated Balance Sheets — At December 31, 2025 and 2024

Consolidated Statements of Cash Flows — Years ended Decerber 31, 2025, 2024, and 2023
Consolidated Statements of Fquity — Years ended December 31, 2025, 2024, and 2023

Notes to Consolidated Financial Statements

(2) Financial Statement Schedule:
NATIONAL HEALTHCARE CORPORATION
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 2025, 2024, AND 2023
(in thousands)
Column A Colunn B Colunmn C Column D Column E
Additions
Balance— Charged to Charged Balance—
Beginning Costs and to other End of
Description of Pertod Expenses Accounts Deductions Period
Forthe year ended December 31, 2023
Allowance for doubtful accounts s 6246 § 7424 § = 8 s56l6(1) S 3,054
Accrued risk reserves S 102,469 S 81364 S e S 80,574 S 103,259
For the year ended December 31, 2024
Allowance for doubtful accounts S 8,054 S 8831 S - 5 71831 S 9,702
Accrued risk reserves $ 103259 § 919213888 =S 91,564 S 103,616
For the year ended December 31, 2025
Allowance for doubtful accounts S 9702 S 334 8 - § 8128(1)  § 14,928
Accrued risk reserves S 103,616 § 130627 § =¥y 112,648 S 121,595

(1) Amounts written off, net of recoveries

Allother financial statement schedules are not required under the related instructions or are mapplicable and therefore have been onatted.
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(3) Exhibits:
EXHIBIT INDEX
Exhibut No. Description Page No. or Location
31 Centificate of Incorporation of National HealthCare Corporation Incorporated by reference to Exhibit 3.1 to the Registrant’s
registration statement on Form S—4 (File No. 333-37185) dated
October 3, 1997)
32 Certificate of Amendment to the Certificate of Incorporation of National HealthCare [ncorporated 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 8-K filed on December 20, 2006
34 Certificate of Designation Series B Junior Participating Preferred Stock Incorporated by reference to Exhibit 3.1 to the Registrant’s
registration statement on Form 8-A, dated August 3, 2007
35 Restated Bylaws as amended February 14, 2013 Incorporated by reference to Exhubit 3.5 to the quarterly repornt
on Form 10-0Q filed on May 8, 2013.
4.1 Form of Common Stock Incorporated by reference to Exhibit 4.1 attached to Form 10-Q)
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
101 Master Agreement of Lease dated as of October 17. 1991 by and anong National Health  Incorporated by reference to Exhibit 10.1 to the Registrant's
Investors, Inc. and National HealthComp., L.P. registration statement on Form S—4 filed October 3, 1997
102 Formof Service Agreement by and between National Health Corporation and National [ncorporated by reference to Exhibit 10.5.1 to the Registrant's
HealthCare Corporation registration statement on Form $—4 filed October 3. 1997
10.3 Amendment No. | 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 LP. filed March 16, 2006
104 Amendment No. 2 to Master Agreement to Lease 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 Anendment No. 3 to Master Agreement to Lease between National Health Investors, Incorporated by reference to Exhubit 10.21 from 2005 Form 10-K
Inc. and National HealthCare LP. 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 LP. filed March 16, 2006
10.7 Amendment No. § to Master Agreement to Lease between National Health Investors Incorporated by reference to Exhibit 10.23 from 20035 Form 10-K
Inc. and National HealthCare Corporation filed March 16, 2006
*108 National HealthCare Corporation's 2010 Ommibus Fquity Incentive Plan Incorporated by reference to Exhibit A to 2010 Proxy Statement
filed April 1, 2010,
*10.9 st Amend; dated February 14, 2011 to the National Health oration 2010 Incorporated by reference to Exhibit 10.16 from 2015 Form 10-K

ibus Equity Incentive Plan

filed February 19, 2016




*10.10 Amendment dated March 10, 2015 to National HealthCare Corporation's 2010 Onmibus Incorporated by reference to Appendix A to 2015 Proxy

Equity Incentive Plan Statement filed Apnil 1. 2015.
*10.11 2017 NHC Executive Officer Performance Based Compensation Plan Incorporated by reference to Appendix B to 2017 Proxy

Statement filed Apnl 4. 2017

1012 National HealthCare Corporation s 2020 Omnibus Equity Incentive Plan [ncorporated by reference to Appendix A to 2020 Proxy

Statement filed Apnl 6, 2020

1013 Amendment to Purchase ale Agreement with Modifications to Master Agreement Incorporated by reference to Exhibit 10.1 of National HealthCare
to Lease between National Health Investors, Inc. and National HealthCare oratio Corporation's Form 10-Q filed on November 5, 2013

10.14 Agreement to Lease between NHI-REIT of Northeast, [IC, Landlord and NHC/OP, LP.  Incorporated by reference to Exhibit 10.4 of National HealthCare
and National HealthCare Corporation, Co—Tenants Corporation's Form 10~Q) filed on November 5, 2013

10.15 Amended and Restated Amendment No. 6 to Master Agreement to Lease between Incorporated by reference to Exhibit 10.2 of National HealthCare
National Health Investors. Inc. and National HealthCare Corporation Corporation's Form 10-() filed on November 3, 2013

10.16 Amendment No. 7 to Master Agreement to Lease between National Health Investors, Incorporated by reference to Exhibit 10.3 of National HealthCare
Inc. and National HealthCare Corporation Corporation's Form 10— filed on November 3, 2013

10.17 Contribution Agreement dated December 29, 2011 between National HealthCare Incorporated by reference to Eshibit 10.26 to National
Corporation and Caris HealthCare, L.P. pursuant to which NHC acquired a 7.5% interest ~ HealthCare Corporation’s annual report on Form 10-K filed on
in Caris fromMeRae in exchange for $7,500,000 February 21, 2014

10.18 Assignment of membership interest in Solaris Hospice, LLC dated December 29, 2011 Incorporated by reference to Exhibit 10.27 to National
and effective on January 1, 2012, whereby NHC assigned its membership interest to HealthCare Corporation's annual report on Form 10-K filed on
Canis in exchange for an additional 2.7% limited partnership interest in Caris. February 21,2014

10,19 Purchase and Sale Agreement and Extension of Master Lease dated Decenber 26, 2012 Incorporated by reference to Exhibit 10.29 to National
between National Health Investors, Inc. and National HealthCare Corporation HealthCare Corporation’s annual report on Form 10-K filed on

February 21, 2014

10.20 Amendment No. 8 to Master Agreement to Lease between National Health Investors, Incorporated by reference to Eshibit 10.20 to National
Inc. and National HealthCare Corporation HealthCare Corporations annual report on Form 10-K Filed on

February 19, 2021

10.21 Purchase and Sale Agreement dated June 11, 2021 between NHC/OP, L.P.. a wholly Incorporated by reference to Exhibit 10.21 to National
owned subsidiary of NHC, and Norman C. McRae and McRae Investment Company., HealthCare Corporation annual report on Form 10-K Filed on

LLC February 18, 2022

1022 Amendment No. 9 to Master Agreement to Lease between National Health Investors Incorporated by reference to Exhibit 10.1 of National HealthCare
Inc. and National HealthCare Corporation Corporation's Form 10-Q filed on November 3, 2022

10.23 t No. 10to Master c to Lease between National Health Investors Incorporated by reference to Exhibit 10.2 of National HealthCare
Inc. and National HealthCare Corporation Corporation's Form 10-Q filed on November 3, 2022




10.24

10.25

19.1

National HealthCare Corporation Compensation Recoupment 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 Ethics of National HealthCare Corporation

Letter from Fmst & Young LLP to the Securities and Exchange Commission

National HealthCare Corporation General Policy on Insider Trading

Amended and restated National HealthCare Corporation General Policy 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 NHC's website www.nhccare.comor in print upon
request to:

National HealthCare Corp

Atn: [nvestor Relations

P.O. Box 1398

Murfreesboro, TN 371331398

Telephone (615) 890-2020

Incorporated by reference to Exhibit 16.1 to the current report on
Form 8K filed on Apnl 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 Herewath




311 Rule 13a—14(a)/15d—14(a) Certification of Chief Executive Officer Filed Herewith

312 Rule 13a—14(a)/15d—14(a) Centification of Chief Financial Officer Filed Herewath
32 Certification pursuant to 18 U.S.C. Section 1350 by Chicef Exccutive Officer and Chief Filed Herewith

Financial Officer

101.INS Inline XBRL Instance Document (the mstance document does not appear in the Interactive Data File because its XBRL tags are embedded within the
Inlme XBRL document)

101.SCH Inline XBRL Taxononty Extension Scherma Document
10L.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document
101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document
101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document
104 Cover Page Interactive File (embedded within the Inline XBRL document and included in Exhibit 101)

*Indicates management contract or compensatory plan or arrangement.
ITEM16. FORM10-K SUMMARY

Not applicable.
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Pursuant to the requarements of Section 13 or 15d) of the Securitics Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

NATIONAL HEALTHCARE CORPORATION

Date: Februany 26, 2000 BY: s/ Stephen EF. Flan
Stephen F. Flatt
Chief Lxecutive 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, 2020 3 Swphen F. Flau
Stephen F. Flatt
Chief Executive Officer and Director
(Principal Executive Officer)

Date: February 26, 2026 s Brian F. Kidd
Brian F. Kidd
Senior Vice President and Chiet Financial Otficer
(Principal Finuncial Officer)

Date: February 26, 2076 s Robent G Adams
Roben G Adams
Chairmman of the Board

Date: Februan 26, 2026 is J Paul Abemathy
I. Paul Abemathy
Director

Date: Februan: 26, 2026 s Fmil F. Hassan
Fnal E Hassan
Directlor

Date: Februarv 26, 2026 s Sandra Y. Trail
Sandra Y. Trail
Director

Date: February 26, 2026 s/ Richard F. LaRoche, Ir.
Richatd F. LaRoche. Ir.
Dhrector

Date: Februany 26, 2026 s Lisa Piercey
Lisa Piercey
Drrector




EXHIBIT 21
Subsidiaries of the Registrant

Nane % Owned State of Qrganization

INHC. Delaware. Inc. 100° [Delaware
INHIC OP, LP. 100°% Delaware
MNational Health Realey. LLC 106 [Delaware
iPremier Croup Ens. Co. 1007 [Tennessee
[National Healthcare Center of For Oglethorpe, L. 100°5 [Tennessee
[Nutritional Suppont Services 100%% [Tennessee
INHIC HealthCare: Anniston, LLC 100 Ahbam
INHC Place: Anniston. [1LC 1008 Alabama
INHC HealthCare: Moulton, LLC [[0:23 IAlabarma
[Premier Plus Insurnce Co. LO0%a [Cavman Islands
[Knoxville Center for Behavioral Medicine. LLC 65%% [Declaware
[Maryland Heights Properties, LLC 100%4 IDelaware
DNiddlebrook Property Pariners, [LC [88.98%% [Delaware
INHC Delaware Investrents Inc, 1085 Drelawar:
INHC-Maury Regional Transitional Care Ceniter, L1 [H0%a IDelaware
(Osage Beach Center for Behavieral Health, TLC 100" [Delaware

[Post Acute Service Seluzions, [IC 100%% [Delaware

St. Peters [f Holdings. [1.C 100 D¢ lawarc

[The Health Center of Hermmtage, LLC 100P Delaware

NI IC HealthCare. Lake City, Inc. 190 Flonda

NHC HealthCare: Pensacola, Inc. [ s Flonda
INHIC Place Memtt Island. LLC L [Florida
INHC Place Stuart, LLC 1000 Florida
INHC Place Vero Beach. LLC 100%% Florida
Fudson HealthCare Advisors, [LC 100P Flonida

xorgia HealthCare Advisers. LLC 100% worgii

INHC HealthCare: Rossville. LLC 10005 Ceorgia

INHC HealthCare Glasgow, 1L 100%5 [Kentucky
Buckley HealthCare Center. LLC 1005 Mussachusetts
(Holyoke HealthCare Center, LLC 1005 Massachusetts
Mohn Adarms FealthCare Conter, 11O 100 Plassachuscits
Faunton ElealthCare Center, L1LC 1 Massachusens
Marvland Heights Center for Behavioml Health, [1C 1Xrs Misscun
Plissouri HealhCare Advisors, LLC 1005 Missourd

INHC Advantage, [IC [75.56% Missouri

INHC HealthCare: Desloge, L1.C 100%% Missouri

INHC HealhhCare Joplin, L1C 100 Missour
INHC HeahhCare Kennett, LIC 1007 Missouri
[INHIC Place: Lake St. Charles, LIC 100%% IMissour
INHC HealhCare-Macon, L1.C 100% IMissourd
INHC HealthCare Maryland Heighis, LIC 10074 [Missour

INHC ElealthCarc-Osage Beach, LLC 100Fo Missouri

INHC HealthCare-Spring ficld Missoun, LLC R, Missouri

INHC HealthCare. St. Charles, LLC 10004 Mlis sourn

INHC HealthCare: West Plains, LIC [0 Missouri

INHC Homecare Missouri, LLC 100" [Missour

St. Peters Menwory Care Operations, LLC 100 Missouri

S5t Peters Mermory Care Realty, LLC 100% Missouri




Millages of St. Peters. LLC 100P Missoun
Villages of Jackson Creek. LLC 11X IMissour
[Villages of Jackson Creck Memory Care, LLC 100°a Missoun
[Heartland HealthCare Center., LLC {00’ [New Hampshire
[Pearl Street HealthCare Center. LLC LN [New Hampshire
Villa Crest HealthCare Center. LLC 10075 [New Hanpshire
INHIC HealthCare: Burlingtoa, LLC 10025 [North Carolina
INHIC 1 lealthCare: Charlotte, LLC 100% [North Carolina
[INHC Heahhcare:Kings Mountain. LLC 100%5 [North Carclina
INHC Healthcare Shelby, LLC 100% [North Carolina
NHC Healtheare: Trvon, 110 100Ps [North Carolina
INHC HealthCare. Waxhaw, LLC 1P [North Carolina
INHC Notth Carolina Properties, LLC 10F o [North Carolina
INHIC HealthCare ' Aiken, LLC 1080 South Carolina
INIIC HealthCare Anderson, LLC 100% o [Scuth Carolina
INHIC HealthCare: BlutRon, LLC 100P & South Carolina
INHC HealhCare-Charleston. 11.C [[L)>Y South Carolina
INHC [leakhCare. Clinton, LLC 1XFq South Carolina
NHC HealthCare Garden City, LLC 100Ps South Carolma
INHC HealthCare Greenville, 110 {(HFo South Carolina
INHC HealthCare. Greenwood. LLC L1 South Carolina
INHC HeahhCare: Laurens. LLC 100M% South Carolina
INLIC HealthCare: Lexington, LLC 10024 South Carolina
INHC HealthCare: Mauidin, LLC 100P% South Carolina
INHIC HealthCare North Augusta, [LC 100% Suuth Carolina
INHC HeahhCare: Parklane, LLC 1007 South Carolina
INHC Hotrecare — South Carolina. LLC 100 [South Carolina
INHC Place-Charleston, LLC 100F South Carolina
[[he Palmeuos of Bluffion, LLC LN South Carolina
[The Palmenes of Garden City, LLC 1Y o South Carelma
The Palmettos of Parklane, LLC 100° [South Carolina
ISouth Carolina HealthCare Advisors, L1C 10Ps South Carolina
INetwork Phammacy WO, L1LC 10074 South Carolina
INHC Estates. 1IC 100 ISouth Carolina
INTIC HeakhCare Charleston WO, L1LC 10075 [South Carnlina
INIIC HealthCare. Columbia WO, L1C [LELY South Carolina
INHC FlealthCare. Lancaster, LLC LK o South Carolina
INEIC FlealthCare Newbeny. LLC 100P s South Carolina
INHC HealthCare: Norh Crove, L1LC 100° South Carolina
INHC HeaithCare Rock Hill, LLC 100% s South Carolina
INHC LiealthCare- Spananburg 100 South Carolinz
INHC [ feahhCare York 1004 [South Carolina
INHC Seuth Carolina Properties, LLC X South Caroiina
IAdansPlace. LLC [0 [Tennessee
[Cans HealthCare, LP. 100 [Tennessee
HealthCare Transition Center, TEC 10 o Tennesscee
Kroxville Health Care Center, LP. 100°% [Tennessee
INHC Famragut Memory Care, LLC 100°3 [Tennessee
INHC HealthCare: Athens, [1.C 100°a Tennessce
INHIC HealthCare Chattanooga, LLC 10075 [Tennessee
INHC leahhCare Colembia. [1.C o [Tennessce
INHC HealthCare. Cool Springs, LLC 100 [Tennessee




INHC HealthCare. Iickson, LLC 1008 [Tennessce
INHC HealthCare Faragut. LLC 100 5 [ennessee
INHIC HealthCare, Franklm, [LC 1P [Tennessee
INHIC HealthCare Hendersonville, LLC 1002 [Tennesses
INHC HeallhCare: Heanland, 1LC 1O (Tennessee
INHIC HealthCare Hillview, LLC 100%a [Tennessee
INHIC tealthCare Holston Hills, [1.C 100 [Tennessee
INHC HealthCare. Johnson Ciry, LLC 10 [Tennessce
INHC HealthCare: Kingspon, [LC LY s [Tennessec
INHC HealthCare Knoxville, [1C 100P o [Tennessce
INHC HealthCare. Lewisburg, ELL 1004 [Tennessee
INHC HealthCare McMblinnville, LI 100%6 Tennessce
NFIC HealthCare. Milan, L1C 100°% [Tennessce
INFIC HealthCare: Qakwood, LLC 100°Ps [Tennessce
INHC licakhCare. Pulaski. LLC 100Ps [Tennessee
INFHIC HealthCare: Scott, LLC 100P o [Tennessee
INHC HealthCare Sequatchie. L1C 0P [Tennessee
INHC HealthCare. Southville, LLC 104 [Tennessee
INHC HealthCare. Somerville. LLC Ly lennessee
INFHIC HealthCare Sparta, LLC L [Tennessce
INTIC HealthCare. Springfield, LLC 100%% [Tennessee
INHC HeulthCare-Summer, 11.C 100% [Ternessee
INHC HealthCare Tullahorm, 11.C 10P [Tennessce
INHC-Maury Regional HealthCare, LLC 100P% [Tennessee
INHC Middlebrook Behavioral Senvices, L1.C 100F s [Tennessee
INHC Middlehrook Properniies. LLC 106°5 lennessee
INHC Place at the Trace, ELC 10024 Tennessce
[National Hospice, Inc. 100°. [Tennessee
Renal Health Services, LIC 100%e [Tennessce
[Standifer Place Properties. LLC 1P a [Tennessee
Tennessee HealthCare Advisors, LLC 100 % [Tennessee
[Tennessee Home Care Holdmgs., LLC 5P [Tennessee
[Cuy Corporation L4 Tennessee
[City Center. LP. [99%% [Tennessee
Medical Personnel Services. LLC 100Py [Tennessee
[Tranaon, LLC LINY! o [Tennessee
INHC Cool Springs Properties, [1LC 1000 [Tennessee
Tennessee Care Coordination Services. LLC [75%% Tennessce
INHC HealthCare: Bristol, 1L1C 1R \irginia




EXHIBIT 23.1

CONSENT OF INDEPENDENT REGIS TERFD PUBLIC ACCOUNTING FIRM

We consent 1o the incorporation by reference in Registration Statenent Nos, 333 (29462, 333-167683. 333-216083, 233-238%0 un Form S-8 of our reports dated February 26, 2026,
relating to the consolidated financial statements of National HealthCare Corporation and the eflectiveness of National HealthCarg Corporation’s intemal control over financiai
reporting appearing in this Annual Repont on Form 10-K of the Company for the year ended December 31, 2025,

‘8. Deboitte & Touche LLP

Nashville, Tennesses

Febrzary 26, 2026



EXTIBIT 23.2

Consent of Independent Registered Public Accounting Firm

We consent to the incorperation by reference in the tollowing Registranon Statenunts:

11y Registration Statement (Form 5-8 No. 333-129462) pertaining to National HealthCare Cotporation™s 2005 Stock Option. Enployee Stock Purchase. Physician Stock
Purchase & Stock Appreciation Rights Plan and 20604 Non-Qualified Stock Option Plan

{2} Registration Statenents (Foms $-8 No. 333-167685 and Nu. 333-216085) pentaining 10 National HealthCare Corporation's 2010 Onmibus Fquity Incentive Plan

{3) Registration Statenxnt (Form S-8 No. 333-238900) pertaining 1o National HealthCare Corporation’s 2020 Onmibus Fquity Incentive Plan

ol vur report dated February 28, 2025, with respect 10 the consolidated financial statements of National HealthCare Corporation included in this Annual Repon (Form 10-K ) of
National HealthCare Corperation for the vear ended Decenmber 31, 2025
s Prost & Young 1IP

Nashville. Tennessee
Februsry 26, 2026



FXHIBIT 3.1

CERTIFICATION
L. Stephen F. Flatt, cemify that:
1. I have reviewed this annual report on Form 10-K of National HealthCare Corporation:
2 Based on my knowledge, this annual report dues not contain any untrue statement afa materal et or onit 1o state 1 matertal fact nec ary to nake the statenents made,

in light ol the circunstances under which such statements were nade, not misleading with respeet 10 the period covered by 1his annual repart:

3 Based on my knowledge, the financial statements, and other tinancial intormation included in this report, fairly present in alt material respects the fnancial condition.

results of vperations and cash flows of the registrant s of and for. the periods presented in this repon:

The registrant’s other certifying officer and Tare responsible lor establishing and naintaming disclosure controls and procedures fas detined in FExchange Act Rules 13-

IRy and 15d-13(2} and intemal control over financial reparting (as defined in Exchange Act Rules 13a-130) and 15d-15(D) for the registrant and have:

H

Designed such disclosure controls and procedures. or cagsed such disclosure controls and procedures 10 be designed under our supenvision, to ensure tha
muterial mfommtion reluting 1o the registrant, meluding its consolidated subsidiaries. is mude known to us by others within those entities. particularly during the
period in which this report 1 being prepared:

Designed such intemal control over financial reporting. or caused such intemal contrel over financial reporting Lo be designed under our supervision, Lo provide
reasonabk assurance regarding the reliability of fnancisl reperting and the preparatien of financial statements for extemal purpescs in accordance with wenenlly
accepted accounting principles;

Fvaluated the cffectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
diselosure controls and procedures. as of the end of the period covered by this repon based on such evaluation; and

Disclosed m this report any change m the registrant's internal control over financial reporting that oceurred during the registrant's most recent tiscal quarter (the
registrant’s fourth fiscal quarter in the case ol an annual report) that has materially affected. or is reasonably likely 1o materially aflect. the registrant's intemal
control over financial reporing: and

5 The registrant's other certifving officer and [ have disclosed. based on our mest recent evaluation ol intemal control vver financial reporting, 1o the registrant's auditors

and the audit committee ofthe registrant’s board of directors (or persons performing the equivalent function):

Allsignificant deficiencies and matenal weaknesses in the design or operation of mtemal control wver inancial reponting which are reasonably likely w adversely
affect the registrant's ability (o record. process. summurize and report fimancial monmstion: and

Any fraud, whether or not nuternal, that involves nmnagenent or other enplovees who have a signiticant role in the registrant's ntemal control over financial
TepuIting.

Date: February 26, 2026

s Stephen F. Flau
Stephen F. Flatt
Chiet Executive Officer




EXHIBIT 31.2

CERTIFICATION

1. Brian F. Kidd. cenify that:

L Thave reviewed this annual report on Form H-K e National HealthCare Corporation:

2 Based on mv knowledge. this annual repont dees not contain any untrue statement of 2 naterial fact or ondt to s1ate a notedal (ae1 necessary to make the statements made.
in light of the circunstances under which such statenwents were made. not nisleading with respect 1o the peniod covered by this annual report:

3 Based on my knowledge, the tinancial statements. and other fnancial infornation included in this repon. fakly present n all material respects the fnancial condition.
results of operations and cash flows of the registrant as of, and for. the periods presented in this report:

4 The registrant's other certifying officer und I are responsibk: for establishing and maimaining disclosure controls and provedures fas defined in Exchange Act Rales 13a-
15(eyand 15d-15(¢))y and mtemal control vver financial reporting (as defined in Exhange Act Rukes 13a-15(1) and 15d-15(0)) tor the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supenvision. to ensure that
muterial information relating to the registrant, meluding its consolidated subsidianes. s made known 1o us by others within those entities. panticularly during the
peniod in which this report 5 being prepared:

b Designed suchk intemal control over fnancial reporting. or caused such intemal control vver financial reporting to be designed under our supervision. to provide
reasonable assurance regarding the reliabdity of financial reponting and the preparation of financial statements for exernal purposes m accordance with generally
accepted accounting principles;

. Lvaluated the effectiveness of the registrant's disciosure controls and procedures and presented in this report our conclusions about the effectivencss of the
disclosure controls and procedures. as vt'the end of'the period covered by this repon based on such evaluation; and

d. [nsclosed in this report any change in the registrant's inlemal control over financial reporiing that occurred durning the registrant's most recent fiscal quarter (lhe
regastrant's fourth fiscal quarter in the case of an annual report) that has matenally affected. or 15 reasonably likely to naterally atfect. the registrant's internal
contrel over financial reporting: and

5, The registrant’s other certifving officer and | have diselosed. based on our most recent evaluation of mtemal contro] ever financial reporting, to the registrant's auditors and

the audit committee ofthe registrant's board of directors (or persens perforning the equivalent function):

a. Allsignificant deficiencies and materal weaknesses in the design eroperation of intemal control over tinancizl reporting which are reasonably iikely 1o adversely
affeet the repistrant’s abilty to record. process, sunmurize and report financial informution; and

b. Any fraud. whether or not naterial. that involves nunagement or other enplovees who have a significant rele in the registrant’s inemai conirol over tinancial
reporting.

Date: February 26, 2026
3. Bran F. Kidd
Brian F. Kidd
Senior Vice President and Chiel Financial Officer




Exhihit 32

Certificaton of Annual Report on Form 10-K
of National HealthCare Corporation
For the Year Ended December 31. 2025

The undersigned hereby centify, pursuant o 18 LLS.C. Seetion 996 of the Sarbanes-Oxdey Act o 2002, that, 10 the undersigned's best knowledge and belief, the Annual
Report on Form 1K tor National HealthCare Corporation ("Issuer”) for the period ending December 31, 2023 as filed with the Securities and Fxchange Comnission on the date
hereof{the "Report™):

{a) tully corplics with the requirements of section 131a) or 13(d) ot the Securities
Fxchange Actot 1934 and

(b the infornution contamed in the Repon tairly presents, in all materal respects,
the financial condition and results of operations ofthe Issuer.

This Centification accompanivs the Annual Report on Form [0-K of the Issuer for the year ended December 31, 2025
This Certilication 18 exeeuted as of February 26. X026
5;Stephen F. Flan

Stephen F. Flau
Chief Fxecutive Otficer

s Brdan F. Kidd
Bnan F. Kidd
Senior Viee President and Chicf Financial Officer

A signed orginal of this wnitten statenent required by Scction 96 has been provided to the Conpany and wall be retained by the Conpany and fumnished to the Secunties
and Exchange Conmussion or its staff upon request.



Appendix B — Five-Year Prospective Financial Statements

[Placeholder - Insert Prospective Financial Statements 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.

ClLAglobal.com/disclaimer
(1)



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.

CliftonLarsonAllen LLP

Charlotte, North Carolina
August 27, 2026



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 Receivable
Intercompany Accounts Receivable
Cther Current Assets
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 - Norrefundable
Deposits on Apartments
Tctal Deferred Credits

Total Liabilities
SHAREMOLDER'S EQUITY
Retained Eamings

Total Shareholders Equity

Total Liakifities and Sharetolder's Equity

2026 2027 2028 2029 2030
$ 150,000 3 150.000 % 150,00C S 150,000 § 150,000
3.252 044 3.382.126 3.517.410 3,658,107 3,804,431
- - - - 3.728.327
307.684 316,915 326,422 336.215 346,301
3.709.728 3.849.041 3.893 832 4,144,322 8,020,059
509,591 945 676 985.124 1.026.560 1,069,682
55,904,135 57,134,135 58.401,035 58,705,941 61,049,954
4,064,390 5.724.450 7.421,8655 9,157,117 10,931,987
51,839.745 51,409.685 50,979,380 50,548,824 50,118,007
§ 56,450,064 S 56204,402 $ 55958.336 § 55.719.706 § 59.216.748
2026 2027 2028 2029 2030
] 718,469 $ 745784 & 775615 § 806,641 $  83B.906
2,022,698 2,097,904 2,181,821 2.269.083 2.359.857
43,866.190 39,058,912 34,041,933 28,812,057 27.088.320
46.607.355 41,902,600 36,699,369 31.887.791 30.287.083
837.012 631.113 576,115 467,055 338,497
142,336 142,336 142,336 142.336 142.336
¥79,348 773,449 718,451 609.395 480,833
47,386,703 42,676.049 37.717.820 32,497 188 30,767,916
$.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
$ 56.459,084 § 56204402 $ 55,958,336 § 55719706 $ 59.216,748

See Independent Accountants' Compilation Report and
Summary of Significant Projection Assumptions and Accounting Policies

(3)



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 2029 2030
REVENUES

Patient Senice Revenue 3 44687467 5 46370965 § 48225804 % 50154838 $ 52.161,029
Apartment Rents 3.407.171 3.543,457 3,685,195 3.832.603 3.985.9506
Depasit Amortization 355,990 415,763 481,257 552,365 589.604
Investment Income 15,893 31.788 32,870 34,053 35,296
Other Revenue 3,860 4,015 4175 4,342 4,515

Total Revenues 48,370,381 50,365,988 52,429,301 54,578,199 56,776,350

EXPENSES

Mursing Senvces 18,314,790 20.087.382 20,890.877 21.726.513 22.595.573
Ancillaries 3,644 325 3,780,098 3.841.703 4,099,372 4263, 347
Dietary Expenses 4,342,783 4,516,495 4,697,155 4 885 042 5,080,444
Social Sendces 541,810 563.483 586.022 609,463 633 842
Activities 482,557 501.859 521,933 542,810 564,523
Medical Records 133.376 138,711 144,259 150,029 156,001
Laundry and Linen 545,526 671,347 698,201 726,129 755,174
Housekeeping 1.368.299 1,423,031 1,479,952 1.639.150 1.600.718
Facility Cperations and Maintenance 2901311 3.017.363 3.138,057 3,263,580 3.384 124
Depreciation 1,625,018 1.660.060 1.697.205 1.735,462 1,774,870
Taxes and Insurance 883.810 919,162 955929 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 6,116,575 5.257,238 6,607 527 6,767 828 7,038,542

Tatal Expenses 44 273,031 45,909,996 47,717.138 49,596,195 51,550,038

Net Income $ 4097350 $ 4455882 $§ 4712163 $ 4.982,004 S 5226312

See Independent Accountants’ Compilation Report and
Summary of Significant Projection Assumptions and Accounting Policies
(4)



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

PROJECTED COMBINED STATEMENTS OF SHAREHOLDER'S EQUITY

ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

BALANCE, DECEMBER 31, 2025

Net income
Distrbutions to Shareholder

BALANCE, DECEMEER 31, 2026

Net income
Distnibutions to Shareholder

BALANCE, DECEMBER 31, 2027

Net income
Distributions to Shareholder

BALANCE, DECEMBER 31, 2028
Net Income

Distributions to Sharehoider
BALANCE, DECEMBER 31, 2029

Net tncome
Distributions to Shareholder

BALANCE, DECEMBER 31, 2030

Total

Common Retained Members' Sharehoider's
Stock Eamings Equity Equity

3 - 3 4975011 § - % 4975011

4,097 350 4,097 350

9,072,361 9.072.361

4,455 952 4,455,992

13.528,353 13,528,353

4712163 4712163

18,240,516 18,240,516

4,982 004 4,982,004

23,222.520 23,222,520

5,226,312 5,226,312

$ - 5 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 Operating Activities:
Depreciation
Deposit Amortization
Deposit Receipts
Change in Current Assets:
Accounts Receivable
Intercompany Accounts Receivable
Other Cument 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 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 CF YEAR

2026 2027 2028 2029 2030

$ 4097350 § 4455992 5 4712163 S 4982004 $ 5226312
1.625.018 1.660.060 1.687.205 1,735,462 1,774,870
(355,990} (415.763) {481.257) (552,365} {589,604)
394,100 406,864 426,259 443,309 461,042
385,583 {130,082) (135,284) (140.697) (146.324)
(2.992.338)  (3,748,414)  (3,902822)  (4.083,101)  (4.230.129)
(8.562) (9.231) (8.507) (9.793) {10,086)
233,869 27,315 29,831 31.028 32.285
(2,363,150)  (1.058.864) (1,114,357}  (1.166.775)  (1.221.935)
(103,054) 75,208 83,917 87.272 90,764
912,424 1.266.085 1.306.348 1,346,342 1,387,175
(922,500)  (1.230.000)  {1.266.900)  (1.304.908)  (1.344.053)
147,943 (36,0885) (39,448) {41.436) (43,122)
(774557)  (1.266.085)  (1.306.348)  (1,346.342)  (1.387,175)
137,867 - - - -
12,133 150,000 150,000 150.000 150,000

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

See Independent Accountants’ Compilation Report and
Summary of Significant Projection Assumptions and Accounting Policies.
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Summary of Significant Projection Assumptions and Accounting Policies

BASIS OF PRESENTATION

The financial projection (the "Projection”) presents to the best of the knowledge and belief of management
(*Management”) of NHC HealthCare, Tryon, LLC ("Tryon"), NHC HealthCare, Burlington, LLC (*Burlington™),
and NHC HealthCare, Charlotte, LLC (“Charlotte”) (subsidiaries of NHC/OP, LP) (collectively the “Combined
Subsidiaries™), the expected financial position, results of operations and cash flows as of December 31,
2026, 2027, 2028, 2029, and 2030 and for each of the years then ending (the “Projection Period"). All
significant intra-entity activity has been eliminated 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:

¢ 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 Board 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, 20286, the date of
this Projection, of the expected conditions and its expected course of actions. The assumptions disclosed
herein are those that Management of NHC/OP, LP believes are significant to the projected combined
financial statements. Furthermore, even if the Hypothetical Assumptions were to occur, the projected results
may not be achieved as there will usually be differences between projected and actual results because
events and 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
{7



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 also owns the real estate of 10 healthcare properties and lease these
properties to third party operators. NHC operates in 9 states and its operations are primarily located in
the Southeastern and Midwestern parts of the United States. On August 1, 2024, NHC acquired White
Oak Manor, Inc and its subsidiaries, which included the following:

White Oak Management, Inc.

White Gak Manor — Spartanburg, Inc.
White Oak Manor — Columbia, Inc.
White Oak Manor ~ Newberry, Inc.
White OQak Manor — Rock Hill, Inc.
White Oak Manor — Shelby, Inc.

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

White Oak Manor — Rutherfordton, Inc.
White 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 Naorth Grove, Inc.

Also included were the accounts of White Oak Estates Wellness Center, a department of White QOak
Estates, Inc.

Three of these subsidiaries, White Qak Manor — Tryon, Inc., White Oak 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
balances and intra-company transactions have been eliminated in combination.

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

BACKGROUND AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash Equivalents

Cash equivalents consist of temporary bank deposits, money market instruments, and certificates of
deposit with an original maturity of three months or less at the date of purchase.

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 collateral
for services rendered. Payment for services is required upon receipt of invoice or claim submitted.
Accounts past due more than 45 days are individually analyzed for collectability.

Assets Limited as to Use — Operating Reserve

Assets limited as to use include assets required to be set aside by the Department of Insurance of the
State of North Carolina as operating reserves. All assets limited as to use are held in cash and cash
equivalents, equity investments, and debt securities.

Property and Equipment

Property and equipment is stated at cost. Routine maintenance, repairs, and renewals are charged to
expenses. Expenditures that materially increase values, change capacities, or extend useful lives are
capitalized. Depreciation is computed by the straight-line method over the estimated useful lives of the
assets. The fair value of property and equipment is assumed to be unchanged during the Projection
Period. The Combined Subsidiaries assume the following purchases of property and equipment during

the Projection Period, based on historical experience.
For the Years Ending December 31,

2026 2027 2028 2029 2030
NHC HealthCare - Tryon $ 283500 % 378000 3 389,340 § 401020 § 413051
NHC HealthCare - Burlington 319,500 426,000 438,780 451,843 465,501
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 refiects 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 skilied
nursing facility and monthly rental for housing services, as separate performance obligations and
measures these on a monthly basis, or upon move-out within the month, whichever is shorter.

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

BACKGROUND AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

For nursing home and assisted living residents, the Combined Subsidiaries measure the performance
obligation from admission into the facility, to the point when it is no longer required to provide services
to that resident, which is generally at the time of discharge

The Combined Subsidiaries determine the transaction price based on standard charges for goods and
services provided, reduced by contractual adjustments provided to third-party payors, discounts
provided to uninsured patients in accordance with the Combined Subsidiaries’ policy 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 evaiuation 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 facility.

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 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 pe no assurance that regulatory authorities will not challenge the Combined Subsidiaries’
compliance with these laws and regulations, and it is not possible to determine the impact (if any) such
claims or penalties would have upon the Combined Subsidiaries. In addition, the contracts the
Combined Subsidiaries have with commercial payors also provide for retroactive audit and review of
claims.

Settlements with third-party payors for retroactive adjustments due to audits, reviews or investigations
are considered variable consideration and are included in the determination of the estimated
transaction price for providing patient care. These settlements are estimated based on the terms of the
payment agreement with the payor, correspondence from the payor and the Combined Subsidiaries’
historical settlement activity, including an assessment to ensure that it is probable that a significant
reversal in the amount of cumulative revenue 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.

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 fo 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 service or capitation)

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

The Combined Subsidiaries have provided for final settlements with the Medicare program and with
Medicaid in the period the related services are rendered, and adjusts such estimates as final
settlements are determined.

See Independent Accountants’ Compilation Report
(11)



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 liabilities approximates their respective fair values.

Income Taxes

As C corporations, the Combined Subsidiaries are subject to corporate income taxes. Consequently,
the projected combined financial statements inciude 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.

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

MANAGEMENT’S BASIS FOR PROJECTION OF REVENUES

Unless otherwise noted, assumptions are the same for all three Combined Subsidiaries

Facility Utilization
Management has projected the occupancies at NHC HealthCare, Tryon, LLC, NHC HealthCare,
Burlington, LLC and NHC HealthCare, Charlotte, LLC will be as follows during the Projection Period:

NHC HEALTHCARE - TRYON 2026 2027 2028 2029 2030
Awverage Occupied Units:
Independent Living 98 98 o8 98 98
Assisted Living 17 17 17 17 17
Skilled Nursing 64 64 64 64 64
Available Units:
Independent Living ™ 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% 84.4% 94.4% 94.4% 94.4%
Average Skilled Nursing Occupancy Percentage 91.4% 91.4% 91.4% 91.4% 91.4%
NHC HEALTHCARE - BURLINGTON 2026 2027 2028 2029 2030
Average Occupied Units:
Independent Living 52 52 52 52 52
Skilled Nursing 114 117 120 122 122
Available Units:
Independent Living 53 53 53 53 53
Skilled Nursing 160 160 160 160 160
Average Independent Living Occupancy Percentage 98.1% 98.1% 98.1% 98.1% 98.1%
Awerage 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
Skiiled Nursing 180 180 180 180 180
Average Independent Living Occupancy Percentage 97.0% §97.0% 97.0% 97.0% 97.0%
Awverage 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
(14)



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 to
50 percent of the total operating costs (as defined in Section 58-64A-245) for the 12-month period
related to the calculation. Once a continuing care facility achieves a 12-month daily average
independent living unit occupancy rate of ninety percent (90% or higher) a provider shall only be
required to maintain an operating reserve in an amount calculated using the table below, unless
otherwise instructed by the Commission.

Operating Reserve

Independent Living Unit Occupancy Percentage
Rate: Requirement
90% or ahove 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 HEAL THCARE - TRYON 2026 2027 2028 2029 2030
Total Projected COperating Expenses:
Projected SNF Expense 5 9415920 3 9789095 $ 10172855 $ 10571 850 § 10.986684
Projected Apartment Expense 2,166.697 2251612 2,339,882 2.431,655 2.327.072
11,586.617 12,040,707 12.812,737 13.003.505 13.513.756
Total Projected Depreciation Expense:
Projected SNF Depreciation 242432 248,239 254,185 260,310 266,618
Projected Apartment Depreciation 341.742 349.928 358,310 366,942 375.835
584 174 598, 167 612,495 627,252 642.453
Total Patient Days - SNF 23.250 23,250 23,250 23,250 23.250
Total Patent Days Atiributable to Apartment Residents 462 467 462 462 462
% of SNF Patient Days Atiributable to Apartment Residents 1.99% 1.99% 1.98% 1.95% 1.98%
% of SNF Days Aftributatle to SNF Only Residents 98.01% 98.01% 98.01% 98.01% S8.01%
Calculation of Excluded SNF Expenses 9.232.464 9,594,292 $.970.415 10,361,470 10,768,049
Calculation of Included SNF Expenses 187,456 194,803 202.440 210,380 218.635
Calculation of Included SNF Depreciation 4,824 4.540 5.058 5.180 5.306
Expenses Subject to DOI Approved Operating Reserve 2.007 587 2091547 2,178,954 2269913 2,364 566
Cperating Resene Percentage 25% 25% 25% 25% 25%
Projected Reserve Requirement 3 501,897 § 522,887 § 544.739  § 567,478 3 591,142
Prajected Occupancy as of Year End 97.0% 97 0% 97.0% 97.0% 97.0%

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

MANAGEMENT'’S BASIS FOR PROJECTION OF OTHER ITEMS (continued)

Operating Reserve (continued)

NHC HEALTHCARE - BURLINGTON 2026 2027 2028 2029 2030
Total Projected Operating Expenses:
Projected SNF Expense $ 14,755,845 $ 15238861 § 15838157 § 16461307 § 17.109.260
Projected Apartment Expense 1,144,850 1,182,325 1.228.823 1.277.170 1.327.443
15,900,685 16,421,186 17,066,980 17.738.477 18,436,703
Total Projected Depreciation Expense:;
Projected SNF Depreciation 407.576 415.885 424 882 434,139 443,674
Projected Apartment Depreciation 181,407 185,109 189.110 193.230 197.474
588,983 601,004 £613.982 627.369 641,148
Total Patient Days - SNF 41,610 42,705 43,800 44 530 44 530
Total Patient Days Attnbutable to Apartment Residents 155 155 155 155 155
% of SNF Patient Days Attnbutable to Apartment Residents 0.37% 0.36% 0.35% 0.35% 0.35%
% of SNF Days Attributable to SNF Only Residenis 99.63% 99 64% 99.65% 99.65% 99 65%
Calculation of Excluded SNF Expenses 14,701.248 15.184.001 15782723 16.403,692 17,049,378
Calculation of Included SNF Expenses 54,597 54.860 55,434 57.615 59,882
Calculation of Included SNF Depreciation 1,508 1,497 1,487 1,519 1.5653
Expenses Subject to DOI Approved Operating Resene 1.016.532 1,050,579 1,093,660 1.140.036 1.188,298
Operating Reserwe Percentage 25% 25% 25% 25% 25%
Projected Resene Reguirement 3 254,133 & 262,645 & 273,415 $ 285.009 § 297.075
Projected Occupancy as of Year Enc 98 1% 98 1% 98.1% 98.1% 98.1%
NHC HEALTHCARE - CHARLOTTE 2026 2027 2028 2029 2030
Total Projected Operating Expenses:
Projected SNF Expense $ 16.083.933 % 16697635 § 17.357.512 3 18043482 $ 18,756,797
Projected Apartment Expense 721,786 750,268 779,909 810.731 842.782
16,785,719 17,448,103 18.137.421 18.854.213 19,599,579
Total Projected Depreciation Expense:
Projected SNF Depreciation 344 317 351.197 355.687 366.401 374,347
Projected Apartment Depreciation 107.542 10%5.692 112.031 114.440 116,922
451.859 450,889 470,718 480.841 491,269
Total Patient Days - SNF 51.517 51,517 51,517 51.517 51,517
Total Patient Days Attributable to Apartment Residents - - - B -
% of SNF Patient Days Attributable to Apartment Residents 0.00% 0.00% 0.00% 0.00% 0.00%
% of SNF Days Attributatle to SNF Only Residents 100.00% 100.00% 100.00% 100.00% 100.00%
Calculation of Excluded SNF Expenses 16.063.933 16,697.835 17.357.512 18.043 482 18,758,797
Calculaticn of Included SNF Expenses - - - - -
Calculation of Included SNF Depreciation - - - -
Expenses Subject to DOl Approved Operating Reserve 614.244 640,576 667,878 656,291 725.860
Cperating Reserve Percentage 25% 25% 25% 25% 25%
Projected Reserve Reguirement 3 153.561 § 160.144 § 166.970 $ 174073 S 181,465
Projected Occupancy as of Year End 37.0% 87.0% 97.0% 97.0% 97 0%

See Independent Accountants’ Compilation Report
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Summary of Significant Projection Assumptions and Accounting Policies

MANAGEMENT’S BASIS FOR PROJECTION OF OTHER ITEMS (continued}

The total operating reserve is funded with cash and cash equivalents, debt securities and equity
investments held by the Combined Subsidiaries and NHC/OP, LP and its wholly-owned subsidiaries.
These assets are restricted and cannot be used without approval by the North Carolina Department of
Insurance.

Intercompany Accounts

Accounts due to affiliates and due from affiliates have been adjusted throughout the Projection Period
as a result of projected activity of operations and to maintain a minimum operating cash balance of
$150,000.

Commitments and Contingencies

Management does not assume that there wiil be any claims on the Combined Subsidiaries for the
Projection Peried relating to its self-insurance for professional and general liability coverage or workers’
compensation plan in excess of its annual historical insurance expenses.

Current Assets and Current Liahilities

Cash and Cash Equivalents
Cash and cash equivalents for the Projection Period is projected to maintain a minimum operating cash
balance based upon recent historical experience of each of the Combined Subsidiaries.

Accounts Receivable, Net

Accounts receivable, net is projected based upen 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 upen 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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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.

%ﬁx/m% s

CliftonLarsonAllen LLP

Charlotte, North Carolina
August 27, 2026
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NHC HEALTHCARE, TRYON, LLC
PROJECTED BALANCE SHEETS

ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
DECEMBER 31, 2026 THROUGH 2030

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Accounts Receivable
Other Current Assets
Total Cumrent 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 Curment Liabilities

DEFERRED CREDITS
Unearned Deposit Revenue - Nonrefundable
Uneamed Deposit Revenue - Refundable
Deposits on Apartments
Tota! Defermed Credits

LONG-TERM DEBT
Total Liabilities
SHAREHOLDER'S EQUITY (DEFICIT)
Retained Eamings

Total Shareholder's Equity

Total Liabilities and Sharehoider's Equity

2026 2027 2028 2029 2030
3 50.000 § 50.c00 $ 50,000 $ 50000 % 50.000
455,157 473,363 492 297 511.88¢ 532.469
66,811 68,815 70,879 ¥3.005 75.195
571.968 592.178 513,176 634 994 657.664
501.897 522.887 544,739 567.478 591,142
15,876,538 16,254,538 16,643,878 17.044.898 17,457.949
1.477.431 2,075,598 2,688,093 3.315.345 3.957.798
14.399.107 14,178,840 13,855,785 13.725 553 13.500.151
S 15472972 § 15.294,005 % 15113700 $ 14932025 $ 14,748,957
2026 2027 2028 2029 2030
3 150718 § 156.747 $ 163.017 § 169.538 $ 176,319
512,443 532.940 554,258 576.428 599.485
13,799,473 13.018.963 12.203.487 11,351,526 10,461,504
14,462 634 13.708,850 12,820,762 12,097.492 11,237,308
411.681 407 .547 372,559 303,591 222,382
133.500 133,500 133,500 133,500 133,500
545181 541,047 506,059 437,081 355,882
15.007.815 14,249,697 13.426.821 12,634,583 11,583,190
465.157 1,044,308 1,686,879 2,397,442 3,155,767
465.157 1,044,308 1,686,879 2.397.442 3.155.767
$ 15472972 $ 15294005 $ 15113700 § 14932025 § 14,748,957

See Independent Accountants’ Compilation Report on Supplementai Information
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REVENUES
Net Patient Serice Revenue
Apartment Rents
Depaosit Amortization
Investment Income
Other Revenue
Total Revenues

EXPENSES
Nursing Serices
Ancillanes
Dietary Expenses
Social Services
Activties
Medical Records
Laundry and Linen
Housekeeping
Facility Operations and Maintenance
Depreciation
Taxes and Insurance
Employee Benefits
General and Administrative

Total Expenses

Net Income

NHC HEALTHCARE, TRYON, LLC
PROJECTED STATEMENTS OF OPERATIONS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

2026 2027 2025 2029 2030
$ 10063522 $ 10466062 $ 10884704 $ 11,320,092 § 11,772,896
1.800.167 1.872173 1.947.060 2.024.943 2.105.940
224 487 262,054 303,225 347.934 371.334
8,278 16,557 17,187 17,842 18.524
2,896 3.012 3.132 3.257 3,387
12,099,350 12,619,858 13,155,308 13.714,068 14,272,081
4,357,421 4,531,718 4.712,987 4,901,507 5,097,567
967,376 1,006,071 1,046,314 1.088.167 1,131,694
1,409,107 1,465,471 1,524,090 1.585.054 1,648,456
164,471 171,050 177.892 185,008 182,408
134,033 139,394 144,970 150,769 156,800
31,179 32,426 33.723 35072 36,475
168,294 175,026 182,027 189,308 196,880
379,253 304,421 410,198 426 6086 443 670
938.778 976,329 1,015,382 1,055, 997 1.098,237
584.174 598.167 612,495 627,252 642,453
288,831 300,384 312,389 324,895 337,891
525,673 650,700 676,728 703,797 731.949
1,538.029 1,699,550 1.663,532 1,730,073 1,799,276
11,586.617 12,040,707 12,512,737 13,003,505 13,513,756
3 512,733 § 579151 3 642,571 § 710563 § 758,325

See Independent Accountants’ Compilation Report on Supplemental Information
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NHC HEALTHCARE, TRYON, LLC

PROJECTED STATEMENTS OF SHAREHOLDER’S EQUITY (DEFICIT)
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

BALANCE, DECEMBER 31, 2025
Net Income

Distributions to Shareholder
BALANCE, DECEMBER 31, 2026
Net Income

Cistributions to Shareholder
BALANCE, DECEMBER 31, 2027
Net Income

Distributions to Shareholder
BALANCE, DECEMBER 31, 2028
Net Income

Distributions to Sharehotder
BALANCE, DECEMBER 31, 2029
Net Income

Distributions to Shareholder

BALANCE, DECEMBER 31, 2030

Total

Common Retained Members' Shareholders
Stock Eamings Equity Equity

3 (47,576) $ -3 (47.576)

512.733 512,733

465,157 465,157

579131 579,151

1,044,308 1,044,308

642,571 642,571

1,686,879 1.686,879

710.563 710,563

2,397 .442 2,397 442

758.325 758,325

- $ 3155767 § $ 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

2026 2027 2028 2029 2030

CASH FLOWS FROM QPERATING ACTIVITIES
Net Loss $ 512,733 § 579,151 § 642,571 § 710563 $ 758,325

Adjustments to Recencile Net Loss to Net Cash
Previded by Cperating Activties:

Depreciation 584,174 598,167 612,495 627,252 642,453
Deposit Amortization (224.487) (262,054} (303,225) (347.934) (371,334}
Deposit Receipts 248,000 257.920 268,237 278,966 290,125
Change in Cumment Assets:
Accounts Receivable (39.574) (18,208) (18.934) (19.692) (20.480)
Other Current Assets (1.946) {2.004) (2.064) (2,128) {2.180)
Intercompany Accounts Receivable 765.191 - - - -
Change in Current Liabilities:
Accounts Payable 23.718 6,025 6270 6.521 6.781
Intercompany Accourts Payable (1.543.151) (780,510) (815.478) (851.981) (890.022)
Accrued Wages and Other Lizbilities (2.328) 20,497 21.318 22170 23,057
Net Cash Provded by Cperating Activities 322.330 398,990 411,192 423,759 436,715
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment (283.500) (378,0C0) {389.340) {401.020) {413.051)
Net Change in Assets Limited as to Use - Operating Resene 8.5989 {20,990) (21.852) (22,739} (23,564)
Net Cash Used in Investing Activities (274.511) (398,990} (411,192} (423.759} (436.715)

CASH FLOWS FROM FINANCING ACTIVITIES
Distributions to Shareholder - . R
Net Cash Used in Financing Activities - -

NET INCREASE IN CASH AND CASH

EQUIVALENTS 47.819 - - - -
Cash and Cash Equivalents - Beginning of Year 2,181 50,000 50,000 50,000 50.000
CASH AND CASH EQUIVALENTS - END OF YEAR 3 50,000 § 50,000 $% 50,000 § 50,000 3 50,000

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 Receivable
Other Current Assets
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 Curvent Liabilities

DEFERRED CREDITS
Uneamed Deposit Revenue - Nonrefundabie
Uneamed Depoesit Revenue - Refundable
Deposits on Apartments
Total Deferred Credits

LONG-TERM DEBT
Total Liahilities
SHAREHOLDER'S EQUITY
Retained Eamings

Totat Shareholder's Equity

Total Liabilities and Shareholder's Equity

See Independent Accountants’ Compilation Report on Suppiemental Information

2026 2027 2028 2029 2030
5 50.000 8 50,000 $ 50000 § 50.000 S 50,000
1.123.585 1.168.529 1.215.270 1.263.881 1.314,436
117,656 121,188 124,822 128.567 132.424
1.291.241 1,339.715 1.390.082 1,442,448 1,486,860
254,133 262.645 273,415 285.009 297.075
19,878,184 20.304.184 20,742,964 21,194,907 21,660,408
1,488,142 2.089.145 2,703,138 3.330,507 3.971,655
18,390,042 18.215,038 18.039,826 17,864,400 17,688.753
$ 19.935.416 $ 19.817.398 % 19,703,333 § 19.591.857 $ 19.482.688
2026 2027 2028 2029 2030
% 209.749 § 216,715 $ 225.383 % 234398 5 243,775
838,998 866.859 901.534 937,595 975,099
17, 850.778 17,572,424 17.273.543 16,958.729 16.626.816
18,899,525 18,655,993 18.400.460 18,130,723 17,845,690
210,623 205.917 185.530 147.822 104,000
8,000 8,000 8.000 8,000 8,000
218,623 213,917 193,530 155,822 112.000
19,118,148 18,869.915 18,593,990 18,286.545 17,957,650
817,268 947,483 1.109.343 1,305,312 1,524,998
B17.268 947,483 1.109.343 1.305.312 1.624,998
$ 19,835,416 § 19817398 § 19.703.333 § 19,591,857 $ 19,482.688
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NHC HEALTHCARE, BURLINGTON, LLC
PROJECTED STATEMENTS OF OPERATIONS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

2026 2027 2028 2029 2030
REVENUES

Patient Senice Revenue $ 14693914 $ 15281677 $ 15892938 $ 16.528655 $ 17,189.801
Apartment Rents 1,079,496 1,122 676 1. 167,583 1,214,285 1,262.857
Deposit Amortization 118.811 137,930 158,940 181,803 193,681
Investment Income 4,562 9.124 8.379 9,702 10.050

Total Reverues 15,896.783 16.551.401 17.228.840 17.934.446 18.656.389

EXPENSES

Nursing Sendces 7.123.374 7.408.309 7.704.641 8.012,827 8.333.340
Ancillaries 1,018,643 1,059,389 1,101,785 1,145,836 1,191.669
Dietary Expenses 1.419.238 1.476,008 1,535,048 1,506,450 1,660,308
Sccial Senices 199,213 207,182 215,469 224,088 233.052
Activities 189,264 196,835 204,708 212,896 221.412
Medical Records 66,643 69.309 72,081 74,964 77.963
Laundry and Linen 242,333 252,028 262107 272,591 283,495
Housekeeping 506,525 526,786 547.857 569.771 552,562
Facility Operations and Maintenance 1.044,833 1,086,626 1.130.0%1 1,175,295 1.222.307
Depreciation 588,963 801,004 613,992 627,369 641,148
Taxes and Insurance 281.577 292.340 304.554 316,736 329.408
Employee Benefits 950,327 998,740 1,038,690 1,080,238 1,123,448
General and Administrative 2,255,742 2,246,132 2,335,977 2,429,416 2,526,593

Total Expenses 15,900.695 16.421.186 17.0686.980 17.738.477 18,438,703

Net Income 3 (3.912) § 130,215 % 161,860 % 195,968 $ 219,686

See Independent Accountants’ Compilation Report on Supplemental Information
(26)



ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

NHC HEALTHCARE, BURLINGTON, LLC
PROJECTED STATEMENTS OF SHAREHOLDER'S EQUITY

FOR THE YEARS ENDING DECEMBER 231, 2026 THROUGH 2030

BALANCE, DECEMBER 31, 2025

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 31, 2026
Net Income

Distributions to Sharehoider
BALANCE, GECEMBER 31, 2027
Net Income

Distributions te Shareholder
BALANCE, DECEMBER 31, 2028
Net Income

Distributions to Shareholder
BALANCE, DECEMBER 31, 2029
Net Income

Cistributions to Sharehokder

BALANCE, DECEMBER 31, 2030

Totat

Comman Retained Members’ Shareholders
Stock Eamings Equity Equity

§ 821.180 $ 3 821.180

{3.912) (3.912)

817.268 817,268

130.215 130,215

947 483 947 483

151,860 161,860

1,109,343 1,109,343

195,969 195,969

1.305,312 1,305,312

219.686 215,686

5 1,524,998 $ $ 1.524,998

See Independent Accountants' Compilation Report on Supplemental Information
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NHC HEALTHCARE, BURLINGTON, LLC

PROJECTED STATEMENTS OF CASH FLOWS

ASSUMING THE HYPOTHETICAL ASSUMPTION CN PAGE 7

FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income 3
Adjustments te Reconcile Net Income to Net Cash

Provided by Operating Activities:
Depreciation
Deposit Amortization
Deposit Receipts

Change in Current Assets:
Accounts Receivable
Intercompany Accounts Recenable
Other Cument Assets

Change in Current Lizbilities
Accounts Payable
Intercompany Accounts Payable
Accrued Wages and Other Liabilities

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment
Net Change in Assets Limited as to Use - Operating Resene

Net Cash Used in Investing Activties

CASH FLOWS FROM FINANCING ACTIVITIES
Distributicns to Sharehclder

Net Cash Used in Financing Actidties

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash and Cash Equivalents - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR 5

2026 2027 2028 2029 2030
(3912) 3 130215 § 161,850 § 195960 § 219684
588,983 601.004 813,992 627,369 541,148
{118,811 {137.930) (158.940) (181.803) (193.681)
128,100 133,224 138,553 144,095 149,859
6.424 (44.944) {46.741) (48.811) {50.555)
518,451 - . . -
{3.427) (3.530) {3.636) (3.745) (3.857)
56,695 6.066 8.568 9.018 9,376
{819.999) {278,354) (298,881) (314.814) {331.913)
12,833 27.881 34 875 36.061 7,504
363.437 434 512 449,550 463.537 477,567
{319.500) (426.000) (438.780) (451,943) (465,501}
1,310 (8.512) {10.770) (11.584) {12.086)
(318,190} {434,512 (449,550 (453 .537) (a77.567)
45,147 . . - .
4,853 50.000 50.000 50,000 50.000
50,000 § 50000 % 50000 S 50000 $ 50,000

See Independent Accountants’ Compilation Report on Supplemental Information
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NHC HEALTHCARE, CHARLOTTE, LLC

PROJECTED BALANCE SHEETS

ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Accounts Receivable
Intercompany Accounts Receivable
Other Current Assets
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 Curment Liabilities

DEFERRED CREDITS
Uneamed Deposit Revenue - Nonrefundable
Unearned Deposit Rewenue - Refundable
Depeosits on Apartments
Total Deferred Credits

LONG-TERM DEBT
Totat Liabilities
SHAREHOLDER'S EQUITY

Retained Eamings
Total Shareholder's Equity

Total Liabilittes and Shareholder's Equity

DECEMBER 31, 2026 THROUGH 2030

2026 2027 2028 2029 2030
$ 50,000 3 50,000 S 50,000 S 50000 $ 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
1,846,518 1,917,148 1,990,564 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 21,931,637
1.088.817 1,959.708 2.030,424 2.611.265 3.002.534
19.050.586 19.015.707 18.883.769 18.954 871 18.929,103
$ 21050676 & 21.092999 § 21.141.303 § 21,195.824 § 24,985.103
] 358,002 3 372,322 & 387215 & 402704 5 418812
671,255 698,105 726,029 755.070 785,273
12,215,939 8,467,525 4,564,903 501.802 -
13,245,186 9,537,952 5,678,147 1,658,576 1,204,085
14.708 17,649 18,026 15,645 12,115
836 836 836 836 836
16,544 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 11,536,562 15,444,294 19,519.766 23,768,067
7.789.936 11,536,562 15,444,284 16,519,766 23,768,067
3 21050676 § 21,092,988 $ 21,141,303 3§ 21,195.824 § 24,985,103

See Independent Accountants’ Compilation Report on Supplemental 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

REVENLES
Patient Senice Reverue
Apartment Rents
Deposit Amortization
Investment Income
Other Revenue
Total Revenues

EXPENSES
Nursing Sendces
Ancillaries
Dietary Expenses
Social Senices
Activities
Medical Records
Laundry and Linen
Housekeeping
Facility Operations and Maintenance
Depreciation
Taxes and Insurance
Employee Benefits
Gereral and Administrative

Total Expenses

Net Income

See Independent Accountants’ Compilation Report en Supplemental Information

2026 2027 2028 2029 2030
§ 19.830.031 § 20623232 § 21,448,162 § 22,306.080 § 23,198.332
527508 548,608 570,552 593,374 617,109
12,692 15,779 19,092 22,628 24589
3.053 6,107 6.304 6.509 6.722
964 1,003 1,043 1,085 1.128
20,374,248 21,194,729 22045153 22,929,685 23.847 880
7.833.995 B.147.3585 8.473.249 8.812,179 9.164.666
1.658.306 1.724,638 1.793.624 1.865.365% 1.939.984
1.514.438 1.575,018 1.638.017 1.703.538 1,771,680
178,126 185.251 192 661 200.367 208,382
159.260 165.630 172.255 179,145 186.311
35.554 36.976 38.455 39.993 41,583
234.899 244295 254,067 264.230 274,799
482 523 501.824 521,897 542,773 564,484
917,700 954,408 992,584 1.032.288 1,073,580
451 859 460.889 470,718 480,841 491,269
313,402 325,938 338.976 352.535 386,537
686,853 714,327 742,900 772616 803.521
2,318,804 2,411,558 2,508,018 2,608.339 2,712,673
16,785,719 17448103 18,137.421 18,854,213 19,596,579
$ 3588525 § 3746626 § 3007732 § 4075472 5 4,248,301
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BALANCE, DECEMBER 31, 2025

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 31, 2026

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 21, 2027

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 31, 2028

Net Income
Distributions to Shareholder

BALANCE, DECEMBER 31, 2029

Net Income
Distributions to Shareholder

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
Stock Earnings Equity Equity

- 5 4201407 S $ 4,201,407

- 3,588,529 3,588,529

- 7,789,936 7.789.936

- 3,746,626 3,746,626

- 11,536,562 11,536,562

- 3.807,732 3,907,732

- 15,444,294 15,444,294

- 4075472 4,075,472

- 19,519,766 19,519,766

- 4,248,301 4,248,301

- § 23,768,067 § $ 23,768,067

See Independent Accountants’ Compilation Report en Supplemental Information
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NHC HEALTHCARE, CHARLOTTE, LLC
PROJECTED STATEMENTS OF CASH FLOWS
ASSUMING THE HYPOTHETICAL ASSUMPTION ON PAGE 7
FOR THE YEARS ENDING DECEMBER 31, 2026 THROUGH 2030

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to Reconcile Net Income to Net Cash
Provided by Operating Activities:
Deprecization
Deposit Amortization
Deposit Receipts
Change in Current Assets:
Accounts Receivable
Intercompany Accounts Receivable

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 to Use - Operating Resene
Net Cash Used 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 2029 2030

5 3588529 & 3746626 $ 3907732 § 4075472 & 424830

451,859 460.889 470,718 480.841 491 269
(12.692) {15.779) {19,092) (22.628) (24.589)
18,000 18,720 19.469 20,248 21.058
418,733 {66.032) (69.609) (72.394) (75.286)
{4.273.980)  (3748.414)  (3.902.622)  (4.063.101)  (4.230,129)
{3.589) (3.697) (3.807) {3,922} (4.039)
153,456 14,320 14,893 15.48% 16.108
(113 559) 26,850 27.524 29,041 30,203
226.757 432,583 445 606 459,045 472.893
{319.500} {426,000} {438,780) {451,943) (455.501)
137,644 16.583) {6.826) {7.103) (7,392)
(181.856) (432.583) (445_606) {459.046) {472,893)
44,901 - - - -
5,009 50,000 50,000 50.000 50,000

3 50.000 3 50,000 S 50.000 3§ 50.000 § 50.000

See Independent Accountants' Compilation Report on Supplemental Information
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White Oak Manor- Tryon, Benson Hall, and WOV, Inc.
Comparison - Year Ended December 31, 2025

Forecasted Balance Sheets
2025 2025
Actual Forecast Variance % Variance
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents 3 2,181 S 650,000 3 (647.819) -100% A
Accounts Receivable, Net 484 646 605,049 (120,403) -20% B
Allowance for Credit Losses (69,063) (18,635) (50,428) 271%
Intercompany Receivable 765,191 - 765,191 100% C
Other Current Assets 64,865 65,522 (657) -1%
Total Current Assets 1,247,820 1,301,936
ASSETS LIMITED AS TO USE - OPERATING RESERVE 510,886 497,975 12,911 3%
PROPERTY AND EQUIPMENT 15,593,036 15,187 222 405,814 3%
Less: Accumulated Depreciation 893,255 845,552 47,703 6%
Property and Equipment, Net 14,699,781 14,341,670 -
Total Assets S 16458487  § 16,141,581 ; !
Actual Forecast Variance % Variance
LIABILITIES AND SHAREHOLDER'S EQUITY (DEFICIT)
CURRENT LIABILITIES
Accounts Payable 3 127,000 $ 148,262 (21,262) -14%
Accrued Wages and Other Liabilities 514,771 207,567 307.204 148% D
Intercompany Accounts - 1,057,843 (1,057,843) -100% E
Asset Retirement Obligation - - - 0%
Total Current Liabilities 541,771 1413672
DEFERRED CREDITS
Unearned Deposit Revenue - Nonrefundable 388,168 331,193 56,975 17%
Unearned Deposit Revenue - Refundable - - 0%
Deposits on Apartments 133,500 137,500 (4,000) -3%
Total Deferred Credits 521,668 swsc0s N
LONG-TERM DEBT
Total Liabilities 1,163,439 1882365 N
SHAREHOLDER'S EQUITY (DEFICIT)
Retained Eamings (Deficit) (47,578) 17,598 _ —
Members' Equity 15,342,624 14,241,618 1,101,006 0%
Total Shareholder's Equity (Deficit) 15,295,048 12250215 N
Total Liabilities and Shareholder's Equity (Deficit) $ 16458487  § 16,141,581 !

Out of balance check -

Materiality Threshold - variance is greater than 10% and $100,000

A) Cash balances were adjusted to reflect actual facility-level balances at year-end. The forecast was based on how cash was recorded in the
prior year, before these adjustments. White Oak facilities use zero-balance accounts, with all cash held at 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 & E) CMS/Palmetto GBA was still processing the Change of Ownership (CHOW/855). Until the CHOW was processed and approved,
banking information could not be updated. Payments continued to be sent to White Oak’s former bank accounts and had to be transferred
manually. This balance represents the amount awaiting transfer at month-end; these timing-related balances are difficult to forecast.

D) Accrued wages were higher than forecast due to the timing of pay dates. The number of accrued days was 8 in 2024 compared with 21 in

2025. This unusual difference was not reflected in the forecast.



White Oak Manor- Tryon, Benson Hall, and WOV, Inc.
Comparison - Year Ended December 31, 2025
Forecasted Statements of Cash Flows

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)
Adjustments to Reconcile Net Income to Net Cash
Provided (Used) by Cperating Activities:
Depreciation
Depasit Amartization
Deposit Receipts
Change in Current Assets:
Accounts Receivable
Other Current Assets
Intercompany Accounts Receivable
Change in Current Liabilities:
Accounts Payable
Intercompany Accounts Payable
Accrued Wages and Other Liabilities
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment
Net Change in Assets Limited as to Use - Operating Reserve
Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Net change in intercompany Accounts
Net Cash Used in Financing Activities
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash and Cash Equivalents - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR

Materiality Threshold - variance is greater than 10% and $100,000

2025 2025
Actual Forecast Variance % Variance
s (esasn) s (oaze) NN RENNEN
655,535 607,489 48,046 8%
(229,033) (168,000) (61,033) 36%
310,000 217,200 92,800 43%
159,505 (99,842) 259,347 -260%
9,071 (1.,908) 10,979 -575%
142,202 - 142,202 100%
(94,928) 157,051 (251,979) -160%

- - - 0%
349,166 41,961 307,205 732%
1,033,070 550677
(1,013,181) (607,000) (408,1861) 67%
(500,000) (497,975) (2,025) 0%
(1,513,161) (1,104,975)

1,384,996 2,107,022 722,026) -34%
1,384,996 -

904,905 (554,208) (NN —
EOTNNCCTTN N

1) Receivables at the close of fiscal year 2024 were higher due to NHC's acquisition of White Oak and the related transition activities. The

forecast assumes receivables will increase with rate increases.

J) CMS/Palmetto GBA was still processing the Change of Ownership (CHOW/855). Until the CHOW was processed and approved, banking
information could not be updated. Payments continued to be sent to White Oak's fermer 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.

K) 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 payments to be made on time.

L) Accrued wages were higher than forecast due to the timing of pay dates. The number of accrued days was 8 in 2024 compared with 21 in

2025. This unusual difference was not reflected in the forecast.
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White Oak Manor- Tryon, Benson Hall, and WOV, Inc.
Comparison - Year Ended December 31, 2025

Forecasted Income Statement
2025 2025
Actual Forecast Variance % Variance
REVENUES
Net Patient Service Revenue $ 9,131,580 § 9210014 $  (78,434) -1%
Apartment Rents 1,804,004 1,789,533 14,471 1%
Deposit Amortization 233,033 168,000 65,033 39%
Investment Income 10,886 17,220 (6,334) -37%
Other Revenue 90,055 42,600 47,455 111%
Total Revenues 11,268,558 11,227,367
EXPENSES
Nursing Services 4,670,236 3,837,950 832,286 22% F
Ancillaries 827,628 761,423 66,205 9%
Dietary Expenses 1,337,210 1,347,790 (10,580) -1%
Social Services 163,096 126,790 36,306 29%
Activities 130,909 160,310 (29,401) -18%
Medical Records 30,343 45,390 (15.047) -33%
Laundry and Linen 161,586 186,550 (24,964) -13%
Housekeeping 375,091 415,430 (40,339) -10%
Facility Operations and Maintenance 798,911 790,850 8,061 1%
Depreciation 655,535 607,489 48,046 8%
Interest Expense 72 - 72 0%
Taxes and Insurance 276,916 326,916 (50,000) -15%
Employee Benefits 626,707 1,169,760 (543,053) -46% G
General and Administrative 1,483,766 1,653,993 (170,227) -10% H
Total Expenses 11,538,006 11,430,641
OPERATING GAIN (LOSS) (268,448) 03274)
NONOPERATING GAIN (LOSS)
Change in Unrealized Losses on Investments - -
Other Nonoperating Gain - -
Total Nonoperating Loss - -
Net Loss (268,448) (203,274)

Materiality Threshold - variance is greater than 10% and $100,000

F) The SNF has experienced staffing challenges for the past several years and relied on staffing-agency personnel for most of the year, adding
at least $463,000 in costs. An assistant director of nursing was also added during the year, increasing costs by another $61,000. Additional
resources have been provided to the facility as part of a renewed effort to address these staffing issues.

G) Expenses were lower than forecast due to fewer covered employees. In addition, NHC's insurance plan cost less than the legacy White Oak
policy used through 2024 as the basis for the forecast.

H) The forecast appears to have been based on a shortened year. Transition-related costs incurred during that period may have caused the
forecast to overstate ongoing costs.



Appendix C — Statement of Actuarial Opinion

[Placeholder - Insert Actuarial Opinion, if applicable]
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Appendix D — Representative Contract(s)

[Placeholder - Insert representative continuing care contract and continuing care at home
contract, if applicable]
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STATE OF NCORTH CAROLINA )} APARTMENT RENTAL AGREEMENT

)
COUNTY OF POLK ) (WITH NO INITIAL DEPOSIT)

THIS AGREEMENT, made and entered into as o¢f the
day of , 20 , by and

between NHC Healthcare Tryon,LLC, a corporation deoing business

as White 0©Oak Village Apartments hereinafter referred to as

“Owner” and ; a resident of the
State and County aforesaid, hereinafter referred to as
“Resident.”

WITHNEZSSET 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 Owner, Apartment No.

, located at White 0Oak Village, Tryon, 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
belcongings have been remcoved from the premises; or

{b) Resident’s default as hereinafter defined; or

(c) Owner’s having determined, and having given written
notification thereof, that the Resident:

(i) is socially incompatible with the Owner’s
employees, other residents, or guests:

{(ii) has demonstrated possible emotional instability;
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(d)

(iii)poses a risk to the 1life and well-being of
him/herself or others;

(iv) has destroyed, or attempted to destroy, property
belonging to the Owner, him/herself or others; or

(v} fails to fully comply with all terms and
provisicns 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 unreasonable or 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 is to be transferred,
based upon written medical certification, to a
hospital or toc White Oak Manor - Tryon Nursing
Center, at least ten (10) days prior written
notice; or

(ii) In the event the Resident is to be transferred,
based upon written medical certification,
anywhere else, at 1least thirty (30) days prior
written notice; or

(iii)In the event the Resident is to be transferred
anywhere else, without written medical
certification, at least (60) sixty days prior
written notice; or

At such time as, 1if ever, the apartment is destroyed

by fire or other calamity, or if the apartment, or a

substantial portion of the complex, is acquired

through condemnation proceedings, making it such,
under the c¢ircumstances, that the apartment is no

longer reasonably fit for its intended use.
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In the event the Resident 1is 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, toc White ©0Oak Manor -
Tryon Nursing Center, the Resident shall have thirty
(30) days from date of transfer to return to his
apartment, and tec 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, wupon being
transferred elsewhere as provided above, wishes to
again become a tenant of the Owner, after the within
Agreement  has terminated, and 1is certified, in
writing, by a qualified physician, as being again able
to reside in the apartment complex, Owner agrees to
give the Resident, to the extent reasonable possible,
a priority as far as the next available apartment,
with retention deposits and rental rates to be those
then in effect, and a new Apartment Rental Agreement
to be entered into.

In the situations described in Paragraphs (i) and
(ii) above, the Owner may, but shall have no legal

duty to, waive the requirement regarding written
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notification based upon terms and conditicns mutually
agreeable to both Owner and Resident.

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 meonies will
be promptly refunded to the resident or their legal
representative within 30 days after the termination
date of the agreement.

TRANSFERS. A transfer fee may apply if you desire to
transfer from your current apartment to another. After 10
years of residency in the same apartment, a transfer fee
may be waived. A 50% transfer fee will apply if transfer
occurs within 5-10 years of residency. If request is made
prior to 5 years, 100% of the transfer fee will apply. An
exception to applying the transfer fee may apply 1if a
prearranged admission agreement signed by both parties
stipulates a desire to transfer to ancther specific
apartment within one year. The transfer fee is not a preset

cost but is based on cost to refurbish vacated apartment.

MARRIAGES. If a current resident{s) of White GCak Village

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 White Oak
Village 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
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4.

agreement will terminate and alternate placement will be

required.
RENT. Resident agrees to pay monthly rental to the Owner
in the amount of , said rent to be payable in

advance on or before the first day of each month for which

due and owing, provided, however:

(a)

(b)

The rent for a partial month at the beginning of the
term shall be prorated;
Although the Owner will attempt to keep rental
increases to a minimum, during any calendar vyear
following the first full calendar year of this
Agreement, the Owner may, due to an increase in the
cost of operation, or for any other reason, upon
thirty (30) days prior written notice to the Resident,
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
{ii) 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 1Index - U.S. City
Average - All Items Figures for Urban Wage
Earners and Clerical Workers (Including Single
Workers), “which index is currently published in
the “Monthly Labor Review” of the Bureau of Labor
Statistics of the United States Department of

Labor, or its successor index.
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(c) All rental payments shall be due and payable on or
before the first day of the month for which due and
owing, and if received on or after the tenth {(10) day
of that particular month shall accrue a five (5%)
percent late charge (5% of the monthly payment) which
sum shall be immediately due and payable and
collectible as additional rent.

USE OF APARTMENT; COMPLIANCE WITH RULES AND REGULATIONS;

SMOKING POLICY. Resident will make no¢ unlawful or

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 t¢ 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 White O0Oak
Village property, and Resident agrees to abide by said
peolicy. Any resident who violates this policy by using
tobacco products in his/her apartment or on the White Oak
Village property or by allowing anyone else to use tobacco
products in his/her apartment or on the property will be
deemed to be in default under this agreement and subject to
the provisions of Paragraph 14 of this Agreement, including
eviction and reimbursement of Owner’s costs, expenses and
attorney’s fees. Notwithstanding the foregoing, Resident

further acknowledges that this tobacco policy does not
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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 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 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 common areas.

ALTERATIONS BY RESIDENT. Resident shall make no

alterations to the apartment without the prior written
consent of the Owner, which consent shall not be
unreasonably withheld.

PETS. Resident may not keep any pets or animals of any
kind anywhere upon the premises without the prior written
consent of the Owner. Even after the Owner’s consent has
been given, this consent may be reasonably withdrawn by the
Owner according to its sole judgment and discretion based

upon what it believes to be in the best interest of the
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10,

il.

12.

13.

complex and the other residents. A 5500 pet deposit is
required if a pet is maintained in the apartment.

POSSESSION OF FIREARMS. No perscn, including residents,

friends of residents or family members, may possess oOr
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.

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 ¢f the term, ordinary wear and tear
excepted.

INSURANCE, RISK OF LOSS AND RENTAL ABATEMENT. Resident

shall be sclely 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 sc 1long as the Resident is
unable to occupy the premises while repairs are being made.
However, at such time as the premises are again tenable,
the obligation to pay rent shall resume. In the event that
the damages involved are caused by negligence or fault on
the part of the Resident, the rental provided for herein
shall not abate, but shall be paid, as agreed, in timely
fashion, and the Resident shall be further responsible for

paying any sums deductible under the Owner’s insurance
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14.

15.

16.

coverage, which the Owner would otherwise be required to

pay.
LIABILITY AND INDEMNIFICATION. The Owner shall not be

liable for any damages or injuries to person or property
occasioned anyone whatscever, 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. Furthermore, Owner shall not
be liable to Resident, his family, employees or guests, for
any injuries or damages caused by acts or omissions of
other residents or occupants, whether caused on or off the
property owned by the Owner. Finally, the Owner shall not
be liable for any loss or damage resulting from failure,
interruption or malfunction in the utilities provided
Resident in connection with his/her occupancy of the
apartment.

CONDEMNATION. If the apartment or all or any part of the

premises shall be at any time taken for any public or
quasi-public use under any statute or by right of eminent
domain, Owner shall be entitled to and shall receive the
award or payment therefore {(hereinafter called the
“Award”), and Resident shall assign, and does hereby assign
and transfer, such Award to the Owner free and clear of
every claim of every kind whatsoever by or on the part of

the Resident.

DEFAULT. This Apartment Rental Agreement is made upon the

condition that the Resident shall faithfully perform all of
the terms, covenants and conditions herein contained by

him/her to be performed as herein set forth or in other
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17.

18.

agreements heretofore c¢r hereafter entered into between the

Owner and the Resident, and Resident shall be in default

if:

{a) Any rental payment due hereunder shall at any time be
in arrears and unpaid for fifteen (15) days after
receipt by Resident of written notice making demand
therefore; or

(b) Resident shall fail to observe or perform any of the
covenants, agreements, or conditions set forth herein
and said failure shall centinue for a period of
fifteen (15) days after receipt by Resident of written
notice of such failure from Owner.

In the event of a default, Owner may at its option, declare
the term of +this Agreement ended and repossess the
Apartment, and shall further be entitled to all other
rights and remedies set forth herein. A waiver of any
default by Owner shall not constitute a waiver of any other
or subsequent default. The Owner shall be entitled to be
fully reimbursed for all costs and expenses 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 to another party, Owner shall have the right
to assign this lease to the new owner. However, Resident
may not assign or transfer this lease or sublet the
apartment or any part thereof without the 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 cor deeds of trust which may now or hereafter
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19.

20.

21.

affect such leases or the real property on which the
apartment 1is located. In the event of foreclosure, any
retention deposits or security deposits will be refunded to
the Resident on the basis of the applicable retention
schedule. Furthermore, every effort will be made to have
the mortgagee honor all agreements between the Owner and
Resident and continue the apartment complex as an operating

entity.

NOTICES. Any notice required or provided for herein shall

be deemed to have been served sufficiently or received if
the same shall be in writing and either hand delivered or
malled, 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 expiration or

termination of this Agreement, Owner shall have the right,
after ten (10) days written notice, to remove, at the
Resident’s sole cost and expense, from the premises, all of
the Resident’s personal belongings and other property
remaining therein, and to dispose of same as the Owner in
its sole Judgment shall determine, with no liability
therefore. In additien, 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, wWill be paid for by the Owner.

(c}) Janitorial Services. Owner will provide services in

all service areas, halls and community areas.

i Revised 04/16/25 kmc



(d)

(e)

(h)

(1)

(1)

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.

Laundry. Once each week, Resident’s flat laundry will

be picked up outside the door of Resident’s apartment,

cleaned and returned.

Laundromat. Laundry facilities are available free of

charge at the apartment complex for Resident’s use
(Resident must provide detergent).

Transportation. Transportation will be 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.

Nursing Center. A bed in the adjoining nursing center

will be made available, on a priority basis, whenever
Resident’s health, as determined by Resident’s
physician, so requires.

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.

Storage Facilities. Owner shall provide, at

Resident’s sole risk, reasonable storage space for
Resident’s belongings other than furniture and other
household furnishings.

Recreational Facilities. Recreational facilities are

available for Resident’s use on first come / first

served basis.
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22.

23.

(1) Basic Cable TV Service. Basic Cable TV service is

provided by the Owner. Additional services can be
purchased by the Resident.

The following services are available to residents for an
additicnal fee:

Guest Meals

Beauty/ Barber Shop

Accommodations for overnight guests

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 prior or contemporaneous cral or written
agreements, representations, warranties or understandings
with respect to the subject matter hereof. No amendment or
modification of this Agreement shall be binding wunless
evidenced by an agreement in writing signed by both the
Resident or his/her legal representative) and the Owner.

NORTH CAROLINA LAW. Notwithstanding anything else herein

contained to the contrary, the following rights afforded by

North Carolina law shall apply. Specifically:

(a)  In accordance with N.C.G.S. §58-64-25(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-
64. Furthermore, Resident is hereby notified that
he/she 1is not required to move into the apartment
described below prior to the expiration of the thirty

day period described herein.
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{c)

{e)

In accordance with N.C.G.S. §58-64-25(a) (2)y, 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 1is automatically canceled. All fees and
deposits will be fully refundable to the resident or
their Legal Representative within 30 days of
notification to the facility.

In accordance with N.C.G.S. §58-64-25(a) (3), if an
executed contract is rescinded or cancelled under the
terms of this contract, all unearned fees and deposits
will be fully refundable to the Resident or their
Legal Representative within 30 days of notification to
the facility.

In accordance with WN.C.G.S. §58-64-25(b)(3), Owner
will follow the following procedure to change
resident’s accommodations, if necessary, for the
protection of the health or safety of the Resident or
the general and economic welfare of the residents. All
decisions regarding your permanent transfer from White
Oak Village will be made after consultation with you
and, when appropriate, with your family or designee.
White Oak Village’s decision will be binding.

In accordance with N.C.G.S. §58-64-25(b) (8), Resident
is hereby informed that Owner has no religious or
charitable affiliation. Furthermore, there is no
affiliate organization that will be responsible for
the financial and/or contractual obligations of the

Owner.
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(h)

In accordance with N.C.G.S. §58-64-25(b) (9), Resident
has no property rights hereunder.

In accordance with N.C.G.S. §858-64-25(b)(10), White
Oak Village’s policy, regarding adjusting fees and/or
rental sums hereunder, 1is that if the Resident 1is
voluntarily absent from the facility, no adjustment
will be made. In other words, all fees owed Owner
hereunder, in the event of the wvoluntary 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. §58-64-25(b) (11), there is
no requirement that the Resident apply for Medicaid,
public assistance, or any public benefit program. More
specifically, no such benefits are available to the
Resident under this Agreement or while living at White
Oak Village.

In accecrdance with N.C.G.S. 5§58-64-40(b), “The Board
of Directors or other governing body of a facility or
its designated representative shall hold semiannual
meetings with the residents of the facility for free
discussions of subject including, but not limited to,
income, expenditures, and financial trends and
problems as they apply to the facility and discussions
of proposed changes in policies, programs, and
services. Upon request of the most representative
residents’ organization, a member o©f the governing
body of the provider, such as a board member, a
general partner, or a principal owner shall attend
such meetings. Residents shall be entitled to at least
seven days advance notice of each meeting. An agenda

and any materials that will be distributed by the

15 Revised 04/16/25 kmc



governing body at the meetings shall remain available
upon request tc residents.”

24. APPLICABLE LAW. This Apartment Rental Agreement shall be

governed by and construed according to the laws of the
State of North Carolina.
25. BINDING EFFECT. This Apartment Rental Agreement and all

terms, covenants and conditions herein contained, shall
extend tco and be binding upon the parties heretc and upon
their respective heirs, administrators, successors,

executors, and assigns.

IN WITNESS WHEREOF, the undersigned have hereunto set their

hands and seals as of the date and year first above written.

NHC Healthcare Tryon, LLC.
d/b/a WHITE OAK VILLAGE APARTMENTS

By:

{Name and Title)

(SEAL)

(Resident)
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.
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STATE OF NORTH CAROLINA ) APARTMENT RENTAL AGREEMENT

}
COUNTY OF POLK ) (WITH RETENTION SCHEDULE INCLUDED)

THIS AGREEMENT, made and entered intoc as of the
day of , 20 by and

between NHC Healthcare Tryon, LLC, a corporation doing business
as White Oak Village BApartments hereinafter referred to as

“Owner” and R a resident of the

State and County aforesaid, hereinafter referred to as
“"Resident.”
WITNEUSSET H:

FOR VALUABLE CONSIDERATION, the receipt and sufficiency of
which the parties hereto acknowledge, and the full and faithful
performance of all terms, covenants and conditions herein
contained, the Owner hereby agrees to rent to the Resident, and
the Resident hereby agrees to rent from the Owner, Apartment No.

, located at White O0Qak Village Apartments, Tryon,
North Carclina (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
belongings have been removed from the premises; or

(b) Resident’s default as hereinafter defined; or

(c) Owner’s having determined, and having given written
notification thereof, that the Resident:

{i) is socially incompatible with the Owner's
employees, other residents, or guests.

(ii) has demonstrated possible emotional instability;
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(iii)poses a risk to the 1life and well-being of

(iv)

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 ceontained in this Agreement; or

has acted in any other unreasonable fashion or
poses for the Owner, its employees, residents or
guests, any other unreasconable 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 - Tryon Nursing
Center, at least ten (10} days prior written
notice; or

In the event the Resident is to be transferred,
based upcn written medical certification,
anywhere else, at least thirty (30) days prior

written notice; or

(iii)In the event the Resident is to be transferred

anywhere else, without written medical
certification, at least ({60) sixty days prior

written notice; or
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(e}

At such time as, 1if ever, the apartment is

destroyed by fire or other calamity, or if the

apartment, or a substantial portion of the
complex, is acquired threough condemnation
proceedings, making it such, under the

circumstances, that the apartment is no longer
reasonably fit for its intended |use. Not
withstanding any other provisien 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 awvailable to Resident. Furthermore, if
this damage was caused by somecne other than
resident, owner's entitlement to the Retention
Deposit described in paragraph 2 hereof shall
abate. However, once the apartment is repaired and
made available to resident, owners entitlement to

resident's Retention Deposit shall resume.,
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In the event the Resident is transferred as provided
in Paragraph (i) akove, 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 c¢ontained, 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 -
Tryon 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  Therein contained, including those
pertaining to rental payments, have been {and are then
being) fully complied with.

In the event that the Resident, upon being
transferred elsewhere as provided above, wishes to
again become a tenant of the Owner, after the within
Agreement has terminated, and is certified, in
writing, by a qualified physician, as being again able
to reside in the apartment complex, Owner agrees to
give the Resident, to the extent reasonable possible,
a priority as far as the next available apartment,
with Retention Deposits and rental rates to be those
then in effect, and a new Apartment Rental Agreement
to be entered into.

In the situations described in Paragraphs (i) and
(ii) above, the Owner may, but shall have no legal

duty to, waive the requirement regarding written
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notification based upon terms and conditions mutually
agreeable to both Owner and Resident.

RETENTIQON DEPOSIT. 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 Owner 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 tc 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.

The Retention Schedule is as follows:

LENGTH OF OCCUPANCY AMOUNT AMOUNT
RETAINED REFUNDED

Upon Occupancy 20% 80%

Year 1 (prorated daily) 40% 60%

Year 2 (prorated daily) 60% 40%

Year 3 (prorated daily) 80% 20%

Year 4 (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 1i{b) above, the balance of the Retention Deposit to

which the Resident would otherwise be entitled shall
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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 1l(c), (d), or
(e) above or by virtue of resident’s death, Resident or his
legal representative, as the case may be, shall be entitled
to such refund as the Resident may be due according to the
Retention Schedule described above. Refunds of this nature
will be promptly made to the Resident or his/her legal
representative but under no circumstances 1later than 30
days after the termination date of the agreement.

If for any reason, a resident would be precluded from
occupying & living unit in the facility under the terms of
the contract for continuing care, the contract is
automatically canceled and all monies will be promptly
refunded to the resident or their legal representative but
within 30 days after the termination date of the agreement.
TRANSFERS. A transfer fee may apply if you desire to
transfer from your current apartment to another. After 10
vears 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 White Oak Village
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
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on any deposit(s) will continue to amcrtize in accordance
with each Resident’s original Rental Agreement. A new
Rental Agreement will be negotiated between White ©Oak
Village 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 gqualify for admission, the
agreement will terminate and alternate placement will be
required.

RENT. 1In addition to paying the Retention Deposit provided
for above, Resident also agrees tc pay monthly rental to

the Owner in the amount of , sSaid rent to be

payable in advance on or before the first day of each month

for which due and owing, provided, however:

(a) The rent for a partial month at the beginning of the
term shall be prorated:

(b) Although the Owner will attempt to keep rental
increases to a minimum, during any calendar vyear
following the £first full calendar vyear of this
Agreement, the Owner may, due to an increase in the
cost of operation, or for any other reason, upon
thirty (30) days prior written notice to the Resident,
increase once a year 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

(ii) An amount egqual 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
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preceding calendar year, the Consumer Price Index
being the “Consumer Price Index - U.S. City
Average - All Items Figures for Urban Wage
Earners and Clerical Workers {Including Single
Workers), “which index 1is currently published in
the “"Monthly Labor Review” of the Bureau of Labor
Statistics of the United States Department of
Labor, or its successor index.

(c) All rental payments shall be due and payable on or
before the first day of the month for which due and
owing, and if received on or after the tenth (10) day
of that particular month shall accrue a Ffive (5%)
percent late charge (5% of the monthly payment) which
sum shall be immediately due and payable and
collectible as additional rent.

USE OF APARTMENT; COMPLIANCE WITH 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 cccupants 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 wuse of all tobacco
products in the apartments as well as on the White Oak
Village property, and Resident agrees to abide by said

policy. Any resident who violates this policy by using
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tobacce products in his/her apartment or on the White Oak
Village property or by allowing anyone else to use tobacco
products in his/her apartment or on the property will be
deemed to be in default under this agreement and subject to
the provisions of Paragraph 14 of this Agreement, including
eviction and reimbursement of Owner’s costs, expenses and
attorney’s fees. Notwithstanding the foregoing, Resident
further acknowledges that this tobacco policy does not
apply to other residents who signed their Apartment Rental
Agreements prior to the implementation of this peolicy 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 Jjeointly with any other tenant,
but all common areas, including stairways, walkways and
grounds, shall be used and enjoyed with other residents,
and no portion of the same may or shall be permanently or
temporarily appropriated by Resident to Resident’s
exclusive use, enjoyment or possession.

DESCRIPTICN OF LIVING QUARTERS.

* One Bedroom - 822 square feet. Living room, bedroom,

walk-in closet, kitchen, dining room, sun room.

e Two Bedroom - 1074 square feet. Living room, 2

bedrooms, 2 bathrooms, 1 walk-in closet, kitchen,
dining room, sun rocom.

CARE OF APARTMENT AND REPAIRS. Resident will take good

care of the apartment and common areas and will report
promptly to Owner any repairs which may be needed. Owner
shall keep and maintain the apartment in tenable condition
and shall have the right to make at reasonable times any

and all repairs, renovations and alterations as it shall
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10,

11.

12.

13.

14,

determine necessary or desirable. Resident shall reimburse
Owner for expenses incurred Dby Owner for repairs
attributable to Resident’s abuse or mistreatment of the
apartment (including appliances) or the common areas.

AILTERATIONS BY RESIDENT. Resident shall make no

alterations to the apartment without the prior written
consent ¢of the Owner, which consent shall not be
unreasonably withheld.

PETS. Resident may not keep any pets or animals of any
kind anywhere upon the premises without the prior written
consent of the Owner. Even after the Owner’s consent has
been given, this consent may be reasonably withdrawn by the
Owner according to its sole Jjudgment 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 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.

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.
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15.

16.

INSURANCE, RISK OF LOSS AND RENTAL ABATEMENT. Resident

shall be solely responsible for insuring Resident’s
personal belongings. If the apartment is damaged by fire,
casualty, or act of God, regarding which the Resident was
neither negligent nor at fault, the Owner shall promptly
repair the damages and the rental provided for herein shall
be abated on a daily basis 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 required to
pay.

LIABILITY AND INDEMNIFICATION. The Owner shall not be

liable for any damages or injuries to person or property
occasioned anyone whatsoever, including other residents,
employees, guests, or the like, by reason of Resident’s use
or occupancy o¢f the apartment or the commen areas, and
Resident shall indemnify, defend and hold harmless Owner
from and against any and all <c¢laims for damages or
liability arising from injury to ©person or property
regardless of how occurring. Furthermore, Owner shall not
be liable to Resident, his family, employees or guests, for
any 1injuries 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 wutilities provided
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17.

18.

Resident in connection with his/her occupancy of the
apartment.

CONDEMNATION, If the apartment or all or any part of the

premises shall be at any time taken for any public or
quasi-public use under any statute or by right of eminent
domain, Owner shall be entitled to and shall receive the
award or payment therefore (hereinafter called the
“Award”), and Resident shall assign, and does hereby assign
and transfer, such Award to the Owner free and clear of
every claim of every kind whatsoever by or on the part of

the Resident.

DEFAULT. This Apartment Rental Agreement is made upon the

condition that the Resident shall faithfully perform all of

the terms, covenants and conditions herein contained by

him/her to be performed as herein set forth or in other
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 afterxr
receipt by Resident of written notice making demand
therefore; or

(b} Resident shall fail to observe or perform any of the
covenants, agreements, or conditions set forth herein
and said failure shall continue for a period of
fifteen (15) days after receipt by Resident of written
notice of such failure from Owner.

In the event of a default, Owner may at its option, declare

the term of this Agreement ended and repossess the

Apartment, and shall further be entitled to all other

rights and remedies set forth herein. A waiver of any

default by Owner shall not constitute a waiver of any other
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19.

20.

21,

22.

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

scld or leased to another party, Owner shall have the right
to assign this lease to the new owner. However, Resident
may not assign or transfer this 1lease or sublet the
apartment or any part thereof 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 o¢f 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 Resident on the basis of the applicable retention
schedule. Furthermore, every effort will be made to have
the mortgagee honor all agreements between the Cwner and
Resident and continue the apartment complex as an operating
entity.

NQTICES. Any notice required or provided for herein shall
be deemed to have been served sufficiently or received if
the same shall be in writing and either hand delivered or
mailed, postage prepaid, to a party’s present address, or
to such other address as that party may subseguently
provide.

DISPOSITION OF PERSONAL PROPERTY. Upon the expiration or

termination of this Agreement, Owner shall have the right,

after ten (10) days written notice, to remove, at the
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23,

Resident’s sole cost and expense, from the premises, all of
the Resident’s personal belongings and other property
remaining therein, and to dispose of same as the Owner in
its sole ‘judgment shall determine, with no liability
therefore. In addition, as to any expenses thereby
incurred, or incurred by the Owner in cleaning Resident’s
apartment, Resident shall reimburse Owner therefore.

SERVICES OFFERED.

(a) Meals. Owner will provide Resident with one meal per
day, the meal to be determined by Owner, and to be
served in the common dining area.

(b) Utilities. All wutilities, except telephone/internet
expenses, will be paid for by the Owner. However, the
cost of telephone/internet installation and removal
shall be paid by Resident.

(c) Janitorial Services. Owner will provide services 1in

all service areas, halls and community areas.

(d) Housekeeping Service. Owner will provide housekeeping

service twice a month, on a regularly scheduled basis,
te clean Resident’s apartment 1if 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.
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(h)

(1)

(n)

Nursing Center. A bed in the adjoining nursing center

will be made available, on a priority basis, whenever
Resident’s health, as determined by Resident’s
physician, so requires.

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.

Health Services Available. 3Skilled and Intermediate

Nursing Care (Medicare and Medicaid Certified).

Storage Facilities. Owner shall provide, at

Resident’s sole risk, reasonable storage space for
Resident’s belongings other than furniture and other
household furnishings.

Recreational Facilities. Recreational facilities are

available for Resident’s use on first come / first
served basis.

Basic Cable TV Service. Basic Cable TV service is

provided by the Owner. Additional services can be
purchased by the Resident.

Personal Services. The following are available at the

resident’s expense:
Guest Meals
Beauty/ Barber Shop
Accommodations for overnight guests
Daily delivery of local and national newspapers
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24.

25,

ENTIRE AGREEMENT AND AMENDMENT. This Apartment Rental

Agreement contains the entire agreement between the parties
hereto with respect to the subject matter hereof and sets
forth all representations and warranties and supersedes any
and all prior or contemporaneous cral or written
agreements, representations, warranties or understandings
with respect to the subject matter hereof. No amendment or
modification of this Agreement shall be binding unless
evidenced by an agreement in writing signed by both the
Resident (or his/her legal representative) and the Owner.

NORTH CAROLINA LAW. Notwithstanding anything else herein

contained to the contrary, the following rights afforded by

North Carolina law shall apply. Specifically:

{a) In accordance with N.C.G.S. §58-64-25(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.S5. §58-
64. Furthermore, Resident 1s hereby notified that
he/she 1is not required to move into the apartment
described below prior to the expiration of the thirty
day period described herein.

(b} In accordance with N.C.G.S. §58-64-25(a)(2), if a
resident dies before occupying a 1living 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 1s automatically canceled. All fees and
deposits will be fully refundable to the resident or
their Legal Representative within 30 days of

notificaticn to the facility.
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(c)

(d)

In accordance with N.C.G.S. §58-64-25(a}) (3}, if an
executed contract is rescinded or cancelled under the
terms of this contract, all unearned fees and deposits
will be fully refundable to the Resident or their
Legal Representative within 30 days of notification to
the facility.

In accordance with N.C.G.S. §58-64-25(b) (3), Owner
will follow the following procedure to change
resident’s accommodations, if necessary, for the
protection of the health or safety of the Resident or
the general and economic welfare of the residents. All
decisions regarding your permanent transfer from White
Oak Village will be made after consultation with vyou
and, when apprecpriate, with your family or designee.
White Oak Village’s decision will be binding.

In accordance with N.C.G.S. §58-64-25(b) (8), Resident
is hereby informed that Owner has no religious or
charitable affiliation. Furthermore, there is no
affiliate organization that will be respconsible for
the financial and/or contractual obligations of the
Owner.

In accordance with N.C.G.5. §58-64-25(b)(9), Resident
has no property rights hereunder.

In accordance with N.C.G.S. §58-64-25(b}(10), White
Oak Village’s policy, regarding adjusting fees and/or
rental sums hereundexr, is that if the Resident is
voluntarily absent from the facility, no adjustment
will be made. In other words, all fees owed Owner
hereunder, 1n the event o¢f the voluntary absence of
the Resident from the premises, will nevertheless be

due and payable as otherwise provided for herein.
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26.

27.

{h) In accordance with N.C.G.S. §58-64-25{b}{(11), there is
no regquirement 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 White
Oak Village.

(1) In accordance with N.C.G.S. §58-64-40(b), “The Board
of Directors or other governing body of a facility or
its designated representative shall hold semiannual
meetings with the residents of the facility for free
discussions of subject including, but not limited to,
income, expenditures, and financial trends and
prcecblems as they apply to the facility and discussions
of proposed changes in ©policies, programs, and
services. Upon request of the most representative
residents’ organization, a member of the governing
body of the provider, such as a board member, a
general partner, or a principal owner shall attend
such meetings. Residents shall be entitled tc at least
seven days advance notice of each meeting. An agenda
and any materials that will be distributed by the
governing body at the meetings shall remain available
upon request to residents.”

APPLICABLE LAW. This Apartment Rental Agreement shall be

governed by and construed according to the laws of the

State of North Carolina.
BINDING EFFECT. This BApartment Rental Agreement and all

terms, covenants and conditions herein contained, shall
extend to and ke binding upon the parties hereto and upon
their respective heirs, administrators, suUCCcessors,

executors, and assigns.
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IN WITNESS WHEREOF, the undersigned have hereunto set their

hands and seals as of the date and year first above written.

NHC Healthcare Tryon, LLC
d/b/a WHITE OAK VILLAGE APARTMENTS

By:

(Name and Title)

{SEAL)

{Resident)
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.
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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
net proceeds from entrance fees by the sum of resident revenue and net cash proceeds
from entrance fees.” (G.5. 58-64A-145(1))

Annual Debt Service. “The current year's capitalized interest cost plus interest expense
and scheduled principal payments, excluding any baltloon 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 l0osses 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. “A liquidity ratio that measures a provider's ability to pay its annual debt
service using its unrestricted cash and investments. The quotient shall be computed by
dividing unrestricted cash and investments by annual debt service.” (G.S. 58-64A-145(4))

Days Cash on Hand Ratio. “A liquidity ratio that measures the number of days of cash
operating expenses a provider could cover using its existing unrestricted cash and
investments. The quotient shall be computed by dividing unrestricted cash and
investments by average daily cash operating expenses.” (G.S. 58-64A-145(5))

Debt Service Coverage Ratio. “A capital structure ratio that measures a provider’s ability
tc 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. “Total entrance fees received less entrance fees
refunded, and less initial entrance fees received for new independent living units.” (G.S. 58-
64A-5(30))

Net Operating Margin Ratio. “A profitability ratio that measures the margin generated from
the core operations of a provider. The quotient shall be calculated by dividing resident
operating income by resident revenue.” (G.5. 58-64A-145(7))

Operating Ratio. “A profitability ratio that measures whether current year cash operating
revenues are sufficient to cover current year cash operating expenses without the inclusion
of cash from entrance fee receipts. The quotient shall be computed by dividing total
operating expenses, excluding depreciation expense and amortization expense, by total
operating revenues, excluding amortization of entrance fees and other deferred revenue.”
{G.S. 58-64A-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. “Total operating expenses excluding interest expense, depreciation
expense, amortization expense, and income taxes.” (G.S. 58-64A-145(10))

Resident Revenue. “Total operating revenue excluding interest and dividend income,
entrance fee amortization, and contributions.” (G.S. 58-64A-145(11))

Unrestricted Cash and Investments. “The sum of the provider's unrestricted cash, cash
equivalents and investments, and any provider restricted funds that are available to pay
debt or to pay operating expenses. For purposes of this definition, the assets serving as the
operating reserve required by G.S. 58-64A-245 shall be considered unrestricted.” (G.S. 58-
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 (ii) measures a provider's ability to withstand annual
fluctuations in cash. The quotient shall be calculated by dividing unrestricted cash and
investments by total long-term debt, less the current portion of long-term debt.” (G.S. 58-
64A-145(13))

Source: N.C. Gen. Stat. §8 58-64A-5 and 58-64A-145 (Session Law 2025-58). If the
statutory definitions are amended, the statute as amended controls.
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