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

Three Months Ended
December 31, 2016

NN oo 3-SR PT $ 129,883
Deduct gain from real estate diSPOSItIONS ..........cccvciiiiiiciiiirice e (30,277)
ST o (o] | PSS $ 99,606

Elimination of non-cash items included in Net INCOME:..........ccoiriieiennire e
Depreciation and amMOrtiZatioN. ... et 70,808
Depreciation - unconsolidated JOINT VENTUIE .........ccoeiiiiiiiiniicesi s 1,107
Add back non-cash provision for impairments on real estate properties.........c.ccoevveevrvereivnierieenns -

FUNAS FrOM OPEFALIONS. ..........coeveviveeieieeee ettt res e ettt ettt se s s esss sttt tesesesnessese e e s $ 171,521

Weighted-average common shares outstanding, DasiC...........ccoovvvvvivireiencnie s 195,793
Restricted StOCK aN0 PRSUS.........ciiiieiiie ettt sbe e sne e 300
OP UNIES. ..ttt b bbbt b e bbb bbb bbb st bbb bbb 8,862

Weighted-average common shares outstanding, diluted............cccocveveveevieeevceeee e 204,955

Funds from operations PEr ShAE............ccccciiiiiiiiiiciecccceeee e $ 0.8369

Adjusted fuNds from OPEIratiONS:........ccciiiiiiiiicirec et
FUNAS FrOM OPEIALIONS. ... ..eviiiitiiicieite ettt et sb et e e te bt resbe e eresbeseeresbeneas $ 171,521
DEAUCE ONE-TIME FEVENUE. ... coeiiveviisietetstete sttt sttt b et sttt et bese sttt se bt se et ebe e s renene (650)
Deduct acquisition and merger related COSES.......uiviimiiririeiisire e (2)
Add back non-cash provision for uncollectible mortgages, notes and accounts receivable........... 5,878
Add back stock-based COMPENSALION EXPENSE. ........euviiriiiririeeerieete e 3,674

Adjusted funds from OPEFALIONS ..........cccccciiriiiiiiiie et $ 180,421

Adjusted funds from operations PEr SNAIE.........c.cccovii e $ 0.8803




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 GAAP 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 (computed in accordance with GAAP), adjusted for the effects of asset dispositions and certain non-
cash items, primarily depreciation and amortization and impairments on real estate assets, and after
adjustments for unconsolidated partnerships and joint ventures. Adjustments for unconsolidated partnerships
and joint ventures will be calculated to reflect funds from operations on the same basis. 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 REITSs, 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. 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, and after adjustments for
unconsolidated partnerships and joint ventures. 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 December 31, 2016 were 4.34x, 4.73x and 4.72x, 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 4th quarter assuming an October 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
December 31, 2016

INEE INCOIMIE. ...ttt s bbbt et r et nr e r et r s $ 129,883
Depreciation and amOrtiZALION. .........c.ooiiieiiee e 70,808
Depreciation - unconsolidated JOINt VENTUIE ........cccuiiiiiiiiiiiinisesese e 1,107
(=] 1) PR 46,876
INCOME TAXES. ...t s et e ettt e st e b e ar e 623

EBITDA . oottt ettt E R R Rt $ 249,297
Deduct gain on assets SOI = NEL ........oiieiiiieiiee e et (30,277)
Deduct acquisition and merger related COSES........ouririiriiirieiiieieieee e 2
Add back non-cash provision for uncollectible mortgages, notes and accounts receivable............ 5,878
Add back non-cash provision for impairments on real estate properties............ccoovvvviiiiiienieniennens -
Add back stock-based COMPENSAtION EXPENSE.......cviririeeieiieie e 3,674

AGJUSTEA EBITDA. ..ottt bbbt b bbbttt $ 228,570
Add incremental proforma EBITDA from new investments in 4th Quarter ............cccoccovvvvernnen. 255

Adjusted proforma EBITDA. ... ..ottt bbb sttt ns $ 228,825

DEBT

ReVOIVING [IN€ OF CIEAIL. ..o et $ 190,000

TR LOANS. ...eeeeee ettt ettt e e e ettt e e e e e e e et e e e e e bt e e e e eeessessbaeaeeeessssbaeaaeesessssassaasssanssannneesssanns 1,100,000

SECUEA DOITOWINGS ...ttt sttt sttt s bttt b ettt e bt et e sbenbenbenbe b 54,954

UNSECUIEA DOMTOWINGS. .....eeeeeie ettt ettt e e ste e eereeteeneeseeeneennean 3,073,000

FMV adjustment of assumption of debt 490

Premium/(discount) on unsecured bOrroWings (NEL).........cocverviiereiieniere e (17,641)

Deferred finanCing COSES (NMEL).......cviiiiiiiiiiii ettt be bbb e (33,949)

o] I (=1 o USROS $ 4,366,854
Deduct balance sheet cash and cash eqUIVAIENTS............ccoveririerenieriereeeee s (93,687)

[N L=Y o (o] e=1 e (=Y o) AR PURRP $ 4,273,167
Deduct FMV adjustment for assumption of debt ..........ccccoiviiiiiiiiiiiiineeee e (490)
Add back discount (deduct premium) on unsecured borrowings (Net)..........cooeeeveeeieininiiniennnas 17,641
Add back deferred financing COSS (NEL).....c.viiiiiiiiiiiisi e 33,949

Adjusted total debt (aka FUNded DEDt)..........cviiiiiiiiiiiie s $ 4,324,267
Funded Debt / annualized EBITDA .......cooiiiiiiiiiesesie st 4.34 X
Funded Debt / adjusted annualized EBITDA ......coooiiioiiieeeeeeeses e 4.73 X

Funded Debt / adjusted pro forma annualized EBITDA.......cc.ccoiiiniinineenee e 472 x




Our EBITDA to total interest expense ratio, adjusted EBITDA to total interest expense ratio and adjusted EBITDA to fixed
charges as of December 31, 2016 were 5.3x, 4.9x and 4.7x, 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
December 31, 2016

NN [=Y g Teo 0 1T T TSRO RPPR RPN $ 129,883
Depreciation and amOrtiZAtiON............cooviiiiiii i e e s ae e e re e e anre s 70,808
Depreciation - unconsolidated jOINt VENTUIE .......cocvviiieiiiciec et 1,107
QLT ST SRR 46,876
INCOIMIE TAXES. ...ttt etttk ettt ettt b ettt e bt e eb e s h et e a bt e b e e ebe e sb e e nh e e s bt et e e ke e ebbeebbeenbeeneens 623

1 TSRS $ 249,297
Deduct gain 0n asSets SOIA = NEL..........ciiiiii it ree e e e reenrees (30,277)
Deduct acquisition and merger related COSES........ciiiiiiiiriiiee e (2
Add back non-cash provision for uncollectible mortgages, notes and accounts receivable................ 5,878
Add back non-cash provision for impairments on real estate properties........c.cccoevvvevieeviveriesieeieens -
Add back stock-based cOmMpPeNnSation EXPENSE.........cciveiireiieiieeie e seeseesie e se e e e sreeeeenreenreens 3,674

AJUSEED EBITDA. ...ttt bbbttt b bt n e enes $ 228,570

FIXED CHARGES...... oottt ettt e te st et et e e s e st e s e neeneebestentenee e e e eneenes

LTS EXPIEINISE. .. vt ittt ettt ettt e et e et e et e st e e ae e beebe e st e s be et b e s beebe e besbeesbeebeeaseebeebaesbeabeesbesbeebeeabeereeneente e $ 44,375

Amortization of non-cash deferred finanCing Charges.........ccovve e 2,501

I U T T =T =D LT ]SSR $ 46,876

Add back: capitaliZed INTEIESE.........oiii i e re e sre e sre e ree e ee e e 1,829

TOtal FIXEA ChAIGES......cviieicieiecte ettt b et sr et et e ns e eneereare e $ 48,705

EBITDA / total interest eXPeNSE FAtiO........c.cccviieeiieeieeiiesiiessie e seesee s e see s be e sre e re e raeeneeesreesree e 5.3 X

Adjusted EBITDA / total interest eXPense Fati..........ccueiviiieiiieiieii e 4.9 x

Adjusted EBITDA / fixed charge COVErage rati..........ccociviiieiieiiieiiesie e sve s 4.7 X




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

[N T=] A Tolo] o o PP
Deduct gain 0n aSSets SOI - NEL.........iiiiiiiiiiiie e re e reens

Sub-total...........c.........

Depreciation and Amo

L4 L o] O

Depreciation - unconsolidated JOINt VENTUIE ........ccvcviiiiiiiisisisese s ens
Add back non-cash provision for impairments on real estate properties...........cccovveerrneerirnenens

Deduct acquisition and

MEFQEr FEIATEA COSES.....cviiviiiiiiiiiie sttt sre

Add back non-cash provision for uncollectible mortgages, notes and accounts receivable.................

Add back one-time inte

rest refinanCing EXPENSE......cviiiiiiie it

Add back stock-based cOMPENSAtION EXPENSE. ..ottt
Adjusted fuNds fFrom OPEIrAtIONS .........ccviiiiiicice e a e e areas

NON-CASN INTEIEST EXPENSE. .. veviitiitiiteite it sttt sttt sttt st st et e s be s te et e s e et e e teeteateaseeseaseaseeseareasearanneas

Capitalized interest .....
Non-cash revenues ......

Funds available for diStribBUtion (FAD) ...

Weighted-average common shares outstanding, DaSIC...........ccuvviiiiiiiiiiiiciccsss s
Restricted StOCK and PRSUS..........ciiiiiiiiiee bbb
OP UNIES. .ttt bttt bbbt b e b H R h e b e £ b e e bt b e bt b e e b et e bt e b eb e e e bt b e et e e

Weighted-average common shares outstanding, diluted ...........ccococvveeiiienniineinie e

FAD per share, diluted

Three Months Ended
December 31, 2016

$ 129,883

(30,277)

$ 99,606

70,808
1,107

$ 171,521

(650)

(2)
5,878

3,674

$ 180,421

2,920
(1,829)
(18,274)

$ 163,238

195,793
300
8,862

204,955

$ 0.7965




Percentages of adjusted total debt to adjusted book capitalization and adjusted total debt to total market
capitalization at December 31, 2016 were 51.2% and 40.8%, respectively. Adjusted total debt is total
debt plus the discount or less the premium derived from the sale of unsecured borrowings, deferred
financing costs (net) and fair market value adjustment of assumed debt. Adjusted book capitalization
is defined as adjusted total debt plus stockholders' equity and noncontrolling interest. 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 December 31, 2016 plus adjusted total
debt.

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

Unaudited
(In thousands)

At
December 31, 2016
Revolving 1ine of Credit.......ccocveiieiiici s $ 190,000
TEIM TOBNS. ...t e 1,100,000
SECUIEd DOITOWINGS....vevveeiiveieiiee ettt sr e sre e 54,954
UNSECUIEd DOITOWINGS....veveviiiiiieiieiee sttt ene e 3,073,000
FMYV adjustment of assumption of debt .........cccccovveiiiiiicici, 490
Premium/(discount) unsecured borrowings (Net)........cccceevvevveriervsienereernsnnnnn, (17,641)
Deferred financing COStS (NEL).....ooveviiiiiiiiice s (33,949)
TOtAl AEDL......eeeecc s $ 4,366,854
Deduct FMV adjustment of assumption of debt ...........ccccocevevieiiinciviinienns (490)
Add back discount (deduct premium) on unsecured borrowings (net).......... 17,641
Add back deferred financing COStS (NEL)........ccoovrerveieiieninciese e 33,949
Adjusted total debt........cccoeiiiiiic $ 4,417,954
BOOK CAPITALIZATION. ...ttt sttt sre e
Adjusted total debt..........ccciiieiiici e $ 4,417,954
Omega StoCKNOIAEIS' BQUILY.......covcvieiirieise e 3,858,745
NONCONEFOIING INTEIESE ....vevieicicece e 353,241
Adjusted book capitalization............cccccveveierii i $ 8,629,940
MARKET CAPITALIZATION. ..ottt
Omega common shares and OP units outstanding at 12/31/2016.................... 205,004
Market price of common stock at 12/31/2016.........ccccccvvivviereiiinnieneinsinnesienns $ 31.26
Market capitalization of common stock at 12/31/2016............ccccevvevveivriennns 6,408,425
Market capitalization of publicly traded SECUFitieS..........ccovvrveivrivvereiniinneninn, 6,408,425
Add adjusted total debt..........cocvveiiriciie 4,417,954
Total market capitalization...........cccccovevveiiiie i $ 10,826,379
Adjusted total debt / adjusted book capitalization............c..cccocevevviveviennnnnn. 51.2%

Adjusted total debt / total market capitalization.............cc.cceccvvivvivicveiennnnn, 40.8%




2017 Guidance and Reconciliation

The Company currently expects its 2017 annual Adjusted FFO available to common stockholders to be between
$3.40 and $3.44 per diluted share. The Company expects its 2017 FAD to be between $3.10 and $3.14 per diluted
share. The following table presents a reconciliation of Omega’s guidance regarding Adjusted FFO and FAD to project-

ed GAAP earnings.

2017 Annual Adjusted FFO and FAD

Guidance Range

Net Income
Depreciation
Gain on assets sold
Real estate impairment
FFO
Adjustments:
Legal settlement
Transaction costs
Interest — refinancing costs
Stock-based compensation expense
Adjusted FFO

Non-cash interest expense
Capitalized interest
Non-cash revenue

FAD

1

Full Year

$1.98-52.02
14

$3.38 - 53.42

(0.05)

0.07

$3.40 - 53.44

0.07
(0.03)
(0.34)

$3.10-53.14

(1) The Company's Adjusted FFO and FAD guidance for 2017 includes approximately $100 million of planned capital renovation projects; however, it ex-
cludes the impact of additional new investments. It also excludes the impact of gains and losses from the sale of assets, revenue from divestitures,
certain revenue and expense items, interest refinancing expense, capital transactions, acquisition and merger related costs, provisions for uncollectible
receivables, and stock-based compensation expense. The Company may, from time to time, update its publicly announced Adjusted FFO and FAD guid-
ance, but it is not obligated to do so.

The Company's guidance is based on a number of assumptions, which are subject to change and many of which are outside the Company’s control. If
actual results vary from these assumptions, the Company's expectations may change. Without limiting the generality of the foregoing, the timing and
completion of acquisitions, divestitures, capital and financing transactions, and variations in stock-based compensation expense may cause actual re-
sults to vary materially from our current expectations. There can be no assurance that the Company will achieve its projected results.
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