OMEGA HEALTHCARE INVESTORS. INC.
FUNDS FROM OPERATIONS
Unaudited
(In thousands, except per share amounts)

Three Months Ended
September 30, 2016
Net income $ 82,134
Deduct gain from real estate diSPOSITIONS .......c.eeevirverierieriieriiesiieieeeeeresresaeseeseaesseesseeseens (5,139)
SUDEOTAL ..ottt sttt st b ettt ettt b e bt et et st b e bt et et et he st eneeten $ 76,995
Elimination of non-cash items included in net iNCOME:.........ccceerieriereririerieeneceeeee e
Depreciation and amOTtiZatiON............c.verieeriierieriierierieseeseesieesieeseesessesssessaesseesseesseessesssens 68,316
Add back non-cash provision for impairments on real estate properties.............ccevvvervverreennenns 17,275
Funds from operations $ 162,586
Weighted-average common shares outstanding, Dasic...........cccvevverieeriierieeieeie e sie e 194,123
Restricted StOCK and PRISUS.........ooiiiiiiiiciiiec ettt ete e et e e eaaee e 1,093
OP UIES. ¢ttt sttt ettt e b et e e st s bt e bt ea e et e st e e bt ebt e st et e stesbeeseeneennentesbeeneens 8,862
Weighted-average common shares outstanding, diluted................oooreuerererereieieiriicceccienens 204,078
Funds from operations per share $ 0.7967
Adjusted funds from operations:
FUnds from OPEIatiONS.......cceevvieiieiieieeieeie et et et e e e bt ebeesbeesseeeseesseessesssesssesssesseenses $ 162,586
Deduct ONE-tIME TEVEIMUE.........ccvieiieiieiieieeteeieeteeteeaestaessaessaessaessaesseessaesseassesssesssesssenssensns (448)
Deduct non-cash recovery for uncollectible mortgages, notes and accounts receivable............ 3)
Add back one-time interest refinancing EXPENSE..........ccuerverreriereereereesieesseereerenressesnenens 1,815
Add back acquisition and merger related COSES.........ovvirrirrierieriieiieieeie et eree e e 2,309
Add back stock-based cOMPENSAtioN EXPENSE. .......cevverreerrrerieerreerieereereerenressresseesseesseesseesses 3,673
Adjusted funds from operations $ 169,932

Adjusted funds from operations per share $ 0.8327




Funds From Operations (“FFO”), Adjusted FFO and Funds Available for Distribution (“FAD”) are non-GAAP
financial measures. For purposes of the Securities and Exchange Commission’s Regulation G, a non-GAAP
financial measure is a numerical measure of a company’s historical or future financial performance, financial
position or cash flows that excludes amounts, or is subject to adjustments that have the effect of excluding amounts,
that are included in the most directly comparable financial measure calculated and presented in accordance with
GAARP in the statement of operations, balance sheet or statement of cash flows (or equivalent statements) of the
company, or includes amounts, or is subject to adjustments that have the effect of including amounts, that are
excluded from the most directly comparable financial measure so calculated and presented. GAAP refers to
generally accepted accounting principles in the United States of America. Pursuant to the requirements of
Regulation G, the Company has provided reconciliations of the non-GAAP financial measures to the most directly
comparable GAAP financial measures.

The Company calculates and reports FFO in accordance with the definition and interpretive guidelines issued by the
National Association of Real Estate Investment Trusts ("NAREIT"), and consequently, FFO is defined as net
income available to common stockholders, adjusted for the effects of asset dispositions and certain non-cash items,
primarily depreciation and amortization and impairments on real estate assets. The Company believes that FFO,
Adjusted FFO and FAD are important supplemental measures of its operating performance. Because the historical
cost accounting convention used for real estate assets requires depreciation (except on land), such accounting
presentation implies that the value of real estate assets diminishes predictably over time, while real estate values
instead have historically risen or fallen with market conditions. The term FFO was designed by the real estate
industry to address this issue. FFO described herein is not necessarily comparable to FFO of other real estate
investment trusts, or REITS, that do not use the same definition or implementation guidelines or interpret the
standards differently from the Company.

Adjusted FFO is calculated as FFO available to common stockholders excluding the impact of non-cash stock-
based compensation and certain revenue and expense items identified above. FAD is calculated as Adjusted FFO
less non-cash interest expense and non-cash revenue, such as straight-line rent. The Company believes these
measures provide an enhanced measure of the operating performance of the Company’s core portfolio as a REIT.
FAD is calculated as Adjusted FFO less non-cash interest expense and non-cash revenue, such as straight-line rent.
The Company’s computation of adjusted FFO and FAD are not comparable to the NAREIT definition of FFO or to
similar measures reported by other REITs, but the Company believes that they are appropriate measures for this
Company.

EBITDA is defined as earnings before interest, taxes, depreciation and amortization. Adjusted EBITDA is defined
as earnings before interest, taxes, depreciation, amortization, gain or loss on asset sales-net, provisions for
impairment and certain non-recurring revenues and expenses.

The Company uses these non-GAAP measures among the criteria to measure the operating performance of its
business. The Company also uses Adjusted FFO among the performance metrics for performance-based
compensation of officers. The Company further believes that by excluding the effect of depreciation, amortization,
impairments on real estate assets and gains or losses from sales of real estate, all of which are based on historical
costs and which may be of limited relevance in evaluating current performance, FFO can facilitate comparisons of
operating performance between periods and between other REITs. The Company offers these measures to assist the
users of its financial statements in analyzing its operating performance and not as measures of liquidity or cash flow.
These non-GAAP measures are not measures of financial performance under GAAP and should not be considered as
measures of liquidity, alternatives to net income or indicators of any other performance measure determined in
accordance with GAAP. Investors and potential investors in the Company’s securities should not rely on these non-
GAAP measures as substitutes for any GAAP measure, including net income.



Our ratios of Funded Debt to annualized EBITDA, Funded Debt to adjusted annualized EBITDA and Funded Debt to
adjusted pro forma annualized EBITDA as of September 30, 2016 were 5.59x, 5.12x and 4.89x, respectively. EBITDA
is defined as earnings before interest, taxes, depreciation and amortization. Adjusted EBITDA eliminates items such as
acquisition and merger related costs and stock-based compensation expense and adds back certain non-cash expenses, if
any, to EBITDA. Adjusted pro forma EBITDA adds to adjusted EBITDA the incremental EBITDA from new
investments made during the 3rd quarter assuming an July 1 purchase date. EBITDA, adjusted EBITDA, adjusted pro
forma EBITDA and related ratios are non-GAAP financial measures. Annualized EBITDA, adjusted annualized
EBITDA and adjusted pro forma annualized EBITDA assume the current quarter results multiplied by four, and are not
projections of future performance. Below is the reconciliation of EBITDA and adjusted EBITDA to net income.

OMEGA HEALTHCARE INVESTORS, INC.
EBITDA RECONCILIATION AND
DEBT COVERAGE RATIO CALCULATION

Unaudited
(In thousands)
Three Months Ended
September 30, 2016
NELITICOIMIE. ...ttt ettt ettt et e e e e et e e teenseeneeeseenseeneeeseenseeneeeseeseeneeereenseennesnean $ 82,134
Depreciation and amMOTTIZALION. ...........eeiriririirerientertestesteste st ste st ste st stessesaestessessessestessessessessenes 68,316
TEEIEST. ...ttt ettt ettt e eeb e e et e e e e b e e e e be e e eetbaeeeetraeeentbaeeeetbaeeenareeeeaaraeeetns 47,172
TIICOIMNE TAXES ... eeenteeitiittet ettt ettt ettt e b et s b ettt s be ettt s bt et et bt et et e naeen 81
EBITDAL. ...ttt ettt sttt ettt ettt et s et et et e e et e s eseeseseebes et e s eseeseseeseneesenseseseseesenessenessensnns $ 197,703
Deduct gain on aSSets SOIA = ML ..c..eoveriirieieieieieiet ettt ettt saesae st nnens (5,139)
Deduct non-cash recovery for uncollectible mortgages, notes and accounts receivable................. 3)
Add back non-cash provision for impairments on real estate properties............cocoeverererererennens 17,275
Add back acquisition and merger related COSES.........ccviririmeireinerniinieeree e 2,309
Add back stock-based compensation EXPENSE...........cerveuerreerrerieuirrererieenieeeieneeresreresrereereneenennenes 3,673
AdJusted EBITDA........cooiieiiieiiieie ettt sttt ettt st s be s sbe e s esa et essesesseneeseseesesesessenssseneas $ 215,818
Add incremental proforma EBITDA from new investments in 3rd Quarter ............cccceeeveruennene 10,151
Adjusted proforma EBITDAL........ccccccoueimiiimiiiiiiniiteee ettt ettt $ 225,969
DEBT
REVOIVING [INE OF CIEAIL. ...ttt ettt sttt ettt b et e te e nee $ 223,000
TEIIIL JOAIS ...ttt ettt ettt ettt et e et e et e e eteeeteeeveeeabeeetaeeeteeeteeebeeeareenareeeteeereeearas 1,100,000
SeCUIEd DOITOWINGS ....c.cviieiiieiiiieiiniiietitet ettt ettt sttt ettt ebe et sttt ae et se b e 55,271
UNSECUIEA DOITOWIIIZS......evetitietieteiteste st sttt sttt sttt st sttt st sbe bbb sbe b sbe b e sbesbesbesbesbesbesbenbenbensenee 3,073,000
FMYV adjustment of assumption 0f debt .........c.ccccoeirieiniiiinieiiininiecccceee e 520
Premium/(discount) on unsecured DOITOWINGS (NEL)........ccerviruiriiriirieririerierienesiesie e (18,152)
TOLAL AEDL.....cuieeeieeeietiieiee ettt ettt b et s s b ese et ene et et et s ene s ene s et enenenas $ 4,433,639
Deduct balance sheet cash and cash equIVALENLS...........cceverireriirienereeeeereeee e (32,567)
BN [C 1721 N U=t o | SO $ 4,401,072
Deduct FMV adjustment for assumption of debt ...........ccceveririririninenereeseeereeeee e (520)
Add back discount (deduct premium) on unsecured borrowings (Net)..........ceeerverververeereeriereennens 18,152
Adjusted total debt (aka Funded Debt)..........ccooiririririniriereeeeeee e $ 4,418,704
Funded Debt / annualized EBITDA 5.59 x
Funded Debt / adjusted annualized EBITDA 5.12 x

Funded Debt / adjusted pro forma annualized EBITDA 4.89 x




Our EBITDA to total interest expense ratio, adjusted EBITDA to total interest expense ratio and adjusted EBITDA to fixed
charges as of September 30, 2016 were 4.2x, 4.6x and 4.6x, respectively. Fixed charge coverage is the ratio determined by
dividing EBITDA by our fixed charges. EBITDA is defined as earnings before interest, taxes, depreciation and amortization.
Adjusted EBITDA eliminates items such as acquisition and merger related costs and stock-based compensation expense and
adds back certain non-cash expenses, if any, to EBITDA.

Fixed charges consist of interest expense, amortization of other non-cash interest charges, amortization of deferred financing
costs and refinancing costs. EBITDA, adjusted EBITDA and interest expense ratio are non-GAAP measures. Below is the
reconciliation of EBITDA to net income.

OMEGA HEALTHCARE INVESTORS, INC.
EBITDA RECONCILIATION AND
FIXED CHARGE AND INTEREST COVERAGE RATIO CALCULATION

Unaudited
(In thousands)

Three Months Ended

September 30,2016

INEE ITICOITIE. ...ttt et ettt e et e e et e ae e e e et e et e e seatesaeeseseeeanaeeenseessaeseneesaneeeanseesaseessaesansesaneeennseesnnes $ 82,134

Depreciation and amMOTTIZATION. .........eeeeierieririeeertesierte et etestesteeseetessessesseetesessesseessensessesssensensessesseensenes 68,316

1S (] SR PRTN 47,172

TICOMMIE TAXES. ...ttt ettt ettt sttt et et st st e s atesatesatesatesatesatesatesatesatesatesatesaeenaee 81

EBITDA ..ottt ettt sttt e b ettt s b et e e e st e bt st e b et e bt st e et ne s $ 197,703
Deduct gain 0n asSets SOLA = NEL.........ccieieieririeieieee ettt ettt ettt et e eesbeeseesensesseennennens (5,139)
Deduct non-cash recovery for uncollectible mortgages, notes and accounts receivable........................... 3)

Add back non-cash provision for impairments on real estate properties.........ccocveeerverrereeeereereresreenenss 17,275

Add back acquisition and merger related COSTS.......ouiriiriririrriererieeetere ettt s neas 2,309

Add back stock-based cOmMPENSAtioN EXPENSE........cveruerierrerierieriertietestertesrteteseesseeseessessesseeseesessesseesenses 3,673

Adjusted EBITDAL......c.oiii ettt sttt sttt ettt b sttt eb e st sa e ene s $ 215,818

FIXED CHARGES. ...ttt ettt ettt ettt b ettt ene e

INEETEST EXPEIISE....veuveureeretirtitesteetstestestetetessessesteseesessesseseasessessessasessessessaseasessessessasessensessasessensassessasersensassases $ 42,855

Amortization of non-cash deferred financing charges.............ccooeverierieninieieee e 2,502

RETINANCING COSES. . .eeuriiiriieiieieiieitetetere ettt et ettt e tt et etesteeseeneesesseeseensensesseeneensensesseensensensesseensensens 1,815

TOtA]l INLETESE EXPEIISE. ...uveuveeienieteeeienietesteettetetesteeseentessesseestensessesstansensesseeseensensesseensensensesseensensessesnsensens $ 47,172

Add back: capitaliZed IMEEIEST.......c.everieierieriirtieeeteierte ettt e et et e teaesseeseensensesneensensesseeneensenes 1,640
Less: 1efiNancing CRATZES. .......ccverieriirieieiesieee ettt ettt ettt et et e saeeseensesesaeensensensesseensensan (1,815)

TOtal fIXEA CRATEES......eeviiteieeieicieiete ettt b et e st e b e st et e et e sesseseesessessessasessersansasens $ 46,997
EBITDA / total interest expense ratio 4.2 x
Adjusted EBITDA / total interest expense ratio 4.6 x

Adjusted EBITDA / fixed charge coverage ratio 4.6 x




OMEGA HEALTHCARE INVESTORS, INC.
FUNDS AVAILABLE FOR DISTRIBUTION
Unaudited
(In thousands, except per share amounts)

Net income
Deduct gain on assets sold - net
SUD-LOtaAL..c.eueeiieiieiicieeee e

Depreciation and AMOTTIZAION. ......c..ecveteieieieieetirerteste ettt ettt ettt et st sbe sttt eeseensenee
Add back non-cash provision for impairments on real estate properties...........ccocevverrereereerrereeennene.
Funds from operations.
Adjustments:
DEAUCE ONE-TITIE TEVEIIUE. ......eeuteiteiieiiiiieteetestestest ettt ettt est bt ebtebe bt bt sbesbesbe st e sbe st et et et et esteneeneenes
Deduct non-cash recovery for uncollectible mortgages, notes and accounts receivable.....................

Add back one-time interest refinancing EXPENSE.........eevverrierieriererierieeresieereereeseeeesseesesseessesseenses
Add back acquisition and merger related COSS.........ooviiriririiririreieeeee e
Add back stock-based compensation expense

Adjusted funds from operations

Adjustments:
INON-CASH INEETESE EXPEIISE. .. .evevetieeieteteieietetete et ettt et steetestessestessesesensenseneeneeneeseeseeseesesseesessen
CaAPItAlIZEA TNLETEST ..e.vevetetireeiteeterte ettt ettt sttt ettt es e st ebt e bt ebeebesbesbesaenbes

INODN-CASH TEVETIULS ...ttt ettt ettt sttt sttt se e ne
Funds available for distribution (FAD)

Weighted-average common shares outstanding, BasiC..........cocveirererereresierieeeeee e
Restricted stock and PRSUs
OP UNIES. .1ttt eens

Weighted-average common shares outstanding, diluted

FAD per share, diluted

Three Months Ended
September 30, 2016

$ 82,134
(5,139)

$ 76,995

68,316
17,275

$ 162,586

(448)

)
1,815
2,309
3,673

$ 169,932

2,555
(1,640)
(18,251)

$ 152,596

194,123
1,093
8,862

204,078

$ 0.7477




Percentages of total debt to book capitalization, adjusted total debt to adjusted book
capitalization and adjusted total debt to total market capitalization at September 30, 2016 were
51.5%, 51.6% and 38.1%, respectively. Adjusted total debt is total debt plus the discount or less
the premium derived from the sale of unsecured borrowings and fair market value adjustment of
assumed debt. Book capitalization is defined as total debt plus stockholders' equity. Adjusted
book capitalization is defined as adjusted total debt plus stockholders' equity. Adjusted total
debt, adjusted book capitalization and related ratios are non-GAAP financial measures. Total
market capitalization is the total market value of our securities as of September 30, 2016 plus
adjusted total debt.

OMEGA HEALTHCARE INVESTORS, INC.
BOOK AND MARKET CAPITALIZATION RATIO CALCULATIONS

Unaudited
(In thousands)

At
September 30, 2016
Revolving [ing of Credit. ... $ 223,000
TEIM OANS. ...ttt 1,100,000
SECUIEd DOITOWINGS. ....veviiieiieiieie ettt 55,271
UNSECUred DOMTOWINGS. ....ccueiiieiieiiieiie ettt 3,073,000
FMV adjustment of assumption of debt ... 520
Premium/(discount) unsecured borrowings (Net).........cccceverererenerenennne. (18,152)
TOtAl BB $ 4,433,639
Deduct FMV adjustment of assumption of debt ............ccocoeoviiiiiiinenn. (520)
Add back discount (deduct premium) on unsecured borrowings (net).... 18,152
Adjusted total debt...........cccveviiiiiiiiiecce s $ 4,451,271
BOOK CAPITALIZATION. ....ciiiitteit et
TOtAl AEDL....coeiiiiiece $ 4,433,639
Omega StockhoIders' @QUILY........cccovivieeererc e 3,822,058
NONCONLIOIIING INEEIESE ..e.vveveerieiec e enee 353,133
BOOK CapitaliZation...........cocervevervireieiee s $ 8,608,830
Deduct FMV adjustment of assumption of debt ............ccocooeciiiiiinenne (520)
Add back discount (deduct premium) on unsecured borrowings (net).... 18,152
Adjusted book capitalization.............ccccooeriieneninieieee e $ 8,626,462
MARKET CAPITALIZATION.....ociiiriiireeneeeseeenre e
Omega common shares and OP units outstanding at 9/30/2016................ 203,998
Market price of common stock at 9/30/2016..........ccccervereeieineiennieneains $ 35.45
Market capitalization of common stock at 9/30/2016............ccccceeuenene. 7,231,729
Market capitalization of publicly traded securities...........ccocovvrieeienenenne. 7,231,729
Add adjusted total debt............ccooviiiiiii 4,451,271
Total market capitalization............cccceeeverinienienese e $ 11,683,000
Total debt / book capitalization............ccccooeiiiiiiiiicii e 51.5%
Adjusted total debt / adjusted book capitalization..............c.cocceeevnenne. 51.6%

Adjusted total debt / total market capitalization.............c.cccoceeerennne. 38.1%




2016 GUIDANCE REVISED

The Company has revised its guidance for 2016 annual net income to be between $1.74 and $1.75 per
share, annual Adjusted FFO to be between $3.38 and $3.39 per share, representing 10% Adjusted FFO
per share growth over 2015, and FAD to be between $3.04 and $3.05 per share. The table below outlines
Omega’s 2016 quarterly guidance for Adjusted FFO and FAD (all per share numbers are rounded to 2
decimals):

2016 Fourth Quarter and Full Year Adjusted FFO Guidance Range
(per diluted common share)

Nine Months
Ended Q4 Full Year
September 30
Net Income $1.26 $0.48 - $0.49 $1.74 - $1.75
Depreciation 0.98 0.35 1.33
Gain on assets sold (0.10) - (0.10)
Real estate impairments 0.29 - 0.29
FFO $2.43 $0.83 - $0.84 $3.26 - $3.27
Adjustments:
Transaction costs 0.05 - 0.05
Provision for uncollectible accounts 0.02 - 0.02
Interest refinancing expense 0.01 - 0.01
One-time revenue items in FFO (0.03) - (0.03)
Stock-based compensation expense 0.05 0.02 0.07
Adjusted FFO $2.53 $0.85 - $0.86 $3.38 - $3.39
Non-cash interest expense 0.04 0.01 0.05
Capitalized interest (0.02) (0.02) (0.03)
Non-cash revenue (0.28) (0.09) (0.37)
FAD $2.27 $0.77 - $0.78 $3.04 - $3.05
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