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(Exact Name of Registrant as Specified in Its Charter)

Maryland (Aviv REIT, Inc.) 27-3200673 (Aviv REIT, Inc.)
Delaware (Aviv Healthcare Properties Limited 35-2249166 (Aviv Healthcare Properties Limited
Partnership) Partnership)

(State or Other Jurisdiction of (LLR.S. Employer
Incorporation or Organization) Identification No.)

303 W. Madison Street, Suite 2400

Chicago, Illinois 60606
(Address of Principal Executive Offices) (Zip Code)
Registrant s telephone number, including area code: (312) 855-0930

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large Accelerated Filer ~ Accelerated Filer

Non-Accelerated Filer x (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x

As of October 15, 2014, Aviv REIT, Inc. had 47,248,463 shares of common stock outstanding, $0.01 par value per
share. As of October 15, 2014, Aviv Healthcare Properties Limited Partnership had 11,416,426 OP units outstanding.
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EXPLANATORY NOTE

This combined Quarterly Report on Form 10-Q is being filed by Aviv REIT, Inc., or AVIV, and Aviv Healthcare

Properties Limited Partnership, or the Partnership. Unless the context requires otherwise or except as otherwise noted,

as used herein the words we, the Company, us and our referto AVIV and AVIV s controlled subsidiaries and the
Partnership and the Partnership s controlled subsidiaries collectively, as the operations of the two aforementioned

entities are materially comparable for the periods presented.

AVIV is a real estate investment trust, or REIT, and the sole general partner of the Partnership. The Partnership s
capitalis comprised of units of beneficial interest, or OP units. As of September 30, 2014, AVIV owned 80.5% of the
economic interest in the Partnership, with the remaining interest being owned by other investors. The other investors
may redeem their OP units for cash or, at the election of AVIV, for shares of AVIV s common stock, on a one-for-one
basis. As the sole general partner of the Partnership, AVIV has exclusive control of the Partnership s day-to-day
management.

The Company believes combining the Quarterly Reports on Form 10-Q of AVIV and the Partnership into this single
report provides the following benefits:

enhances investors understanding of AVIV and the Partnership by enabling investors to view the business as
a whole in the same manner as management views and operates the business;

eliminates duplicative disclosure and provides a more streamlined and readable presentation because a
substantial portion of the disclosure in this report applies to both AVIV and the Partnership; and

creates time and cost efficiencies through the preparation of one combined report instead of two separate
reports.
Management operates AVIV and the Partnership as one business. The management of AVIV consists of the same
individuals as the management of the Partnership.

The Company believes it is important for investors to understand the few differences between AVIV and the
Partnership in the context of how AVIV and the Partnership operate as a consolidated company. AVIV is a REIT,
whose only material asset is its ownership of OP units of the Partnership. As a result, AVIV does not conduct business
itself, other than acting as the sole general partner of the Partnership, issuing public equity from time to time and
guaranteeing unsecured debt of the Partnership. AVIV has not issued any indebtedness, but has guaranteed all of the
unsecured debt of the Partnership. The Partnership indirectly holds all the real estate assets of the Company. Except
for net proceeds from public equity issuances by AVIV, which are contributed to the Partnership in exchange for OP
units, the Partnership generates all remaining capital required by the Company s business. The sources of the
remaining capital include the operations of the Partnership s direct and indirect subsidiaries, its direct or indirect
incurrence of indebtedness, and the issuance of OP units.

As general partner with control of the Partnership, AVIV consolidates the Partnership for financial reporting purposes.
The presentation of stockholders equity and partners capital are the main areas of difference between the consolidated
financial statements of AVIV and those of the Partnership. AVIV s stockholders equity consists of common stock,
additional paid in capital and retained earnings (accumulated deficit). The Partnership s capital consists of OP units
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that are owned by AVIV and the other investors. The OP units held by the other investors in the Partnership are
presented as part of partners capital in the Partnership s consolidated financial statements and as noncontrolling
interests-operating partnership in AVIV s consolidated financial statements. There was no difference between the
assets and liabilities or net income of AVIV and the Partnership as of and for the three and nine month periods ended
September 30, 2014.

In order to highlight the few differences between AVIV and the Partnership, there are sections in this report that
discuss AVIV and the Partnership separately, including separate financial statements and controls and procedures
sections. In the sections that combine disclosure for AVIV and the Partnership, this report refers to actions or holdings
as being actions or holdings of the Company. Although the Partnership is generally the entity that enters into
contracts, holds assets and issues debt, we believe that reference to the Company in this context is appropriate because
the business is one enterprise and the Company operates the business through the Partnership.

Table of Contents 5



Edgar Filing: AVIV REIT, INC. - Form 10-Q

Table of Conten
AVIV REIT, INC.
AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP
FORM 10-Q
FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2014

TABLE OF CONTENTS

Page No.
PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

Consolidated Balance Sheets as of September 30, 2014 and December 31, 2013 of Aviv REIT, Inc.
(unaudited) 4

Consolidated Statements of Operations for the Three and Nine Months Ended September 30. 2014
and 2013 of Aviv REIT, Inc. (unaudited) 5

Consolidated Statement of Changes in Equity for the Nine Months Ended September 30. 2014 of
Aviv REIT. Inc. (unaudited) 6

Consolidated Statements of Cash Flows for the Nine Months Ended September 30, 2014 and 2013 of
Aviv RFEIT. Inc. (unaudited) 7

onsolidated Balance Sheets as of September 2014 and December 31, 2013 of Aviv Healthcare

Properties Limited Partnership (unaudited) 9

Consolidated Statements of Operations for the Three and Nine Months Ended September 30. 2014
and 2013 of Aviv Healthcare Properties Limited Partnership (unaudited) 10

Consolidated Statement of Changes in Partners Capital for the Nine Months Ended September 30,
2014 of Aviv Healthcare Properties Limited Partnership (unaudited) 11

Consolidated Statements of Cash Flows for the Nine Months Ended September 30. 2014 and 2013 of
Aviv Healthcare Properties Limited Partnership (unaudited) 12

Notes to Consolidated Financial Statements (unaudited) 14
Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations 41
Item 3. Quantitative and Qualitative Disclosures About Market Risk 52
Item 4. Controls and Procedures 52
PART II. OTHER INFORMATION

Item 1. Legal Proceedings 52
Item 1A. Risk Factors 52

Item 6. Exhibits 53

Table of Contents



SIGNATURES

Table of Contents

Edgar Filing: AVIV REIT, INC. - Form 10-Q

54



Edgar Filing: AVIV REIT, INC. - Form 10-Q

Table of Conten

PART L. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

AVIV REIT, INC.
Consolidated Balance Sheets
(unaudited)

(in thousands except share data)

Assets

Income producing property

Land

Buildings and improvements
Assets under direct financing leases

Less accumulated depreciation
Construction in progress and land held for development

Net real estate

Cash and cash equivalents
Straight-line rent receivable, net
Tenant receivables, net
Deferred finance costs, net
Loan receivables, net

Other assets

Total assets

Liabilities and equity

Secured loan

Unsecured notes payable

Line of credit

Accrued interest payable

Dividends and distributions payable
Accounts payable and accrued expenses
Tenant security and escrow deposits
Other liabilities

Total liabilities

Table of Contents

September 30,
2014

$ 171,098
1,498,117
11,262

1,680,477
(175,983)
34,421

1,538,915
15,834
44,000

2,011
17,651
43,272
15,805

$ 1,677,488

$ 13,478
652,410
175,000

10,903
21,078
11,894
24,066
10,419

919,248

December 31,
2013

$ 138,150
1,138,173
11,175

1,287,498
(147,302)
23,292

1,163,488
50,764
40,580

1,647
16,643
41,686
15,625

$ 1,330,433

$ 13,654
652,752
20,000
15,284
17,694

10,555
21,586
10,463

761,988
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Equity:
Stockholders equity
Common stock (par value $0.01; 47,216,963 and 37,593,910 shares issued and

outstanding, as of September 30, 2014 and December 31, 2013, respectively) 472 376
Additional paid-in-capital 722,030 523,658
Accumulated deficit (112,119) (89,742)
Total stockholders equity 610,383 434,292
Noncontrolling interests - operating partnership 147,857 134,153
Total equity 758,240 568,445
Total liabilities and equity $ 1,677,488 $ 1,330,433

See accompanying notes.
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AVIV REIT, INC.

Consolidated Statements of Operations

(unaudited)

(in thousands except share and per share data)

Revenues

Rental income

Interest on loans and financing lease
Interest and other income

Total revenues

Expenses

Interest expense incurred

Amortization of deferred financing costs
Depreciation and amortization

General and administrative

Transaction costs

Loss on impairment

Reserve for uncollectible loans and other
receivables

Loss (gain) on sale of assets, net

Loss on extinguishment of debt

Total expenses

Net income
Net income allocable to noncontrolling
interests - operating partnership

Net income allocable to common
stockholders

Earnings per common share:
Basic:

Net income allocable to common
stockholders

Diluted:

Net income allocable to common
stockholders

Weighted average common shares
outstanding:

Table of Contents

Three Months Ended September 30, Nine Months Ended September 30,

2014
$ 46,079
1,101
191
47,371
12,376
988
11,522
5,297
1,220
1,479
9
2,445
35,336
12,035

(2,344)

$ 9,691

$ 0.21

$ 0.20

2013

31,693 $

1,131

49

32,873

8,577

810

8,302

3,867
1,210

27
13

22,806
10,067

(2,446)

7,621 $

0.20 $

0.20 $

2014
127,941 $
3,263
1,232
132,436
36,489
2,944
31,470
16,960
3,813
2,341
3,509
2,458
501
100,485
31,951

(6,662)

25,289 $

0.58 $

0.56 $

2013
99,206
3,272
128
102,606
29,599
2,516
24,399

21,150
1,906

57
(26)
10,974

90,575
12,031

(3,236)

8,795

0.27

0.26

10
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Basic 47,213,612 37,271,714
Diluted 60,967,867 50,838,529
Dividends declared per common share $ 0.36 $ 0.36

See accompanying notes.
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$

43,576,705
57,127,784

1.08

$

32,408,843
42,101,077

0.744

11



Edgar Filing: AVIV REIT, INC. - Form 10-Q

Table of Conten

Balance at January 1,
2014

Non-cash stock-based
compensation

Shares issued for
settlement of vested
stock and exercised
stock options, net
Distributions to partners
Capital contributions
Proceeds from issuance
of common stock

Cost of raising capital
Dividends to
stockholders
Conversion of OP Units
Adjustment of
noncontrolling
interests-operating
partnership ownership
Net income

Balance at
September 30, 2014

Table of Contents

AVIV REIT, INC.
Consolidated Statement of Changes in Equity
(unaudited)

(in thousands except share data)

Stockholders Equity

Common Stock Noncontrolling
Additional Total Interests -
Paid-In- AccumulatedStockholders Operating Total
Shares  Amount Capital Deficit Equity Partnership Equity
37,593,910 $ 376 $523,658 $ (89,742) $ 434292 $ 134,153 $568,445
3,602 3,602 3,602
223,197 2 3,051 3,053 3,053
(12,374)  (12,374)
60 60
9,200,000 92 221,628 221,720 221,720
(10,551) (10,551) (10,551)
(47,666) (47,666) (47,666)
199,856 2 2,341 2,343 (2,343)
(21,699) (21,699) 21,699
25,289 25,289 6,662 31,951
47,216,963 $ 472  $ 722,030 $ (112,119) $ 610,383 $ 147,857 $758,240

See accompanying notes.
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AVIV REIT, INC.
Consolidated Statements of Cash Flows
(unaudited)

(in thousands)

Nine Months Ended September 30,

2014 2013
Operating activities
Net income $ 31,951 $ 12,031
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 31,470 24,399
Amortization of deferred financing costs 2,944 2,516
Accretion of debt premium 401) (377)
Straight-line rental income, net (3,420) (2,998)
Rental income from intangible amortization, net (539) (1,097)
Non-cash stock-based compensation 3,602 10,930
Loss (gain) on sale of assets, net 2,458 (26)
Non-cash loss on extinguishment of debt 494 5,161
Loss on impairment 2,341
Reserve for uncollectible loan and other receivables 3,509 57
Changes in assets and liabilities:
Tenant receivables (662) (3,785)
Other assets (545) 1,058
Accounts payable and accrued expenses (6,395) (9,468)
Tenant security deposits and other liabilities 3,281 (2,006)
Net cash provided by operating activities 70,088 36,395
Investing activities
Purchase of real estate (368,870) (38,076)
Proceeds from sales of real estate, net 1,337 4,842
Capital improvements (10,293) (9,909)
Development projects (30,316) (14,380)
Loan receivables received from others 7,613 3,222
Loan receivables funded to others (12,410) 2,707)
Net cash used in investing activities (412,939) (57,008)

See accompanying notes.
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AVIV REIT, INC.
Consolidated Statements of Cash Flows (continued)
(unaudited)

(in thousands)

Nine Months Ended September 30,

2014 2013
Financing activities
Borrowings of debt $ 283,000 $ 160,000
Repayment of debt (128,117) (353,203)
Payment of financing costs (4,588) (5,290)
Capital contributions 60 425
Proceeds from issuance of common stock 221,720 303,600
Cost of raising capital (10,551) (25,380)
Shares issued for settlement of vested stock and exercised stock options, net 3,053
Cash distributions to partners (12,449) (16,276)
Cash dividends to stockholders (44,207) (48,907)
Net cash provided by financing activities 307,921 14,969
Net decrease in cash and cash equivalents (34,930) (5,644)
Cash and cash equivalents:
Beginning of period 50,764 17,876
End of period $ 15,834  $ 12,232
Supplemental cash flow information
Cash paid for interest $ 41,728 % 39,645
Supplemental disclosure of noncash activity
Accrued dividends payable to stockholders $ 17,009 $
Accrued distributions payable to partners $ 4,069 $
Write-off of straight-line rent receivable $ 1,380 $ 2,887
Write-off of deferred financing costs, net $ 501 $ 5,161

See accompanying notes.
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AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP

Consolidated Balance Sheets
(unaudited)

(in thousands)

Assets

Income producing property

Land

Buildings and improvements
Assets under direct financing leases

Less accumulated depreciation
Construction in progress and land held for development

Net real estate

Cash and cash equivalents
Straight-line rent receivable, net
Tenant receivables, net
Deferred finance costs, net
Loan receivables, net

Other assets

Total assets

Liabilities and equity

Secured loan

Unsecured notes payable

Line of credit

Accrued interest payable

Dividends and distributions payable
Accounts payable and accrued expenses
Tenant security and escrow deposits
Other liabilities

Total liabilities
Partners capital:

Partners capital

Total liabilities and partners capital
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September 30,
2014

$ 171,098
1,498,117
11,262

1,680,477
(175,983)
34,421

1,538,915
15,834
44,000

2,011
17,651
43,272
15,805

$ 1,677,488

$ 13,478
652,410
175,000

10,903
21,078
11,894
24,066
10,419

919,248
758,240

$ 1,677,488

December 31,
2013

$ 138,150
1,138,173
11,175

1,287,498
(147,302)
23,292

1,163,488
50,764
40,580

1,647
16,643
41,686
15,625

$ 1,330,433

$ 13,654
652,752
20,000
15,284
17,694

10,555
21,586
10,463

761,988
568,445

$ 1,330,433
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AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP

Consolidated Statements of Operations

(in thousands except unit and per unit data)

Revenues

Rental income

Interest on loans and financing lease
Interest and other income

Total revenues

Expenses

Interest expense incurred

Amortization of deferred financing costs
Depreciation and amortization

General and administrative

Transaction costs

Loss on impairment

Reserve for uncollectible loans and other
receivables

Loss (gain) on sale of assets, net

Loss on extinguishment of debt

Total expenses
Net income

Earnings per unit:

Basic:

Net income allocable to units

Diluted:

Net income allocable to units
Weighted average units outstanding:
Basic

Diluted

Dividends declared per unit
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(unaudited)

Three Months Ended September 30, Nine Months Ended September 30,

2014

$ 46,079
1,101
191

47,371

12,376
988
11,522
5,297
1,220
1,479

9
2,445
35,336

$ 12,035

$ 0.21
$ 0.20

58,633,389
60,967,867

$ 0.36

See accompanying

2013

$ 31,693
1,131
49

32,873
8,577
810
8,302

3,867
1,210

27
13
22,806

$ 10,067

$ 0.20
$ 0.20

49,210,134
50,838,529

$ 0.36

notes.

2014

$ 127,941
3,263
1,232

132,436

36,489
2,944
31,470
16,960
3,813
2,341

3,509
2,458
501
100,485

$ 31,951

$ 0.58
$ 0.56

55,055,248
57,127,784

$ 1.08

2013
$ 99,206
3,272
128
102,606
29,599
2,516
24,399

21,150
1,906

57
(26)

10,974

90,575

$ 12,031

$ 0.27
$ 0.26

40,630,173
42,101,077

$ 0.744
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AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP
Consolidated Statement of Changes in Partners Capital
(unaudited)

(in thousands)

Partners
Capital

Balance at January 1, 2014 $568,445
Non-cash stock (unit)-based compensation 3,602
Units issued for settlement of vested units and exercised unit options, net 3,053
Distributions to partners (60,040)
Capital contributions 60
Proceeds from issuance of common stock 221,720
Cost of raising capital (10,551)
Net income 31,951
Balance at September 30, 2014 $758,240

See accompanying notes.

11

Table of Contents 19



Edgar Filing: AVIV REIT, INC. - Form 10-Q

Table of Conten
AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP AND SUBSIDIARIES
Consolidated Statements of Cash Flows
(unaudited)

(in thousands)

Nine Months Ended September 30,

2014 2013
Operating activities
Net income $ 31,951 $ 12,031
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 31,470 24,399
Amortization of deferred financing costs 2,944 2,516
Accretion of debt premium 401) (377)
Straight-line rental income, net (3,420) (2,998)
Rental income from intangible amortization, net (539) (1,097)
Non-cash stock (unit)-based compensation 3,602 10,930
Loss (gain) on sale of assets, net 2,458 (26)
Non-cash loss on extinguishment of debt 494 5,161
Loss on impairment 2,341
Reserve for uncollectible loan and other receivables 3,509 57
Changes in assets and liabilities:
Tenant receivables (662) (3,785)
Other assets (545) 1,058
Accounts payable and accrued expenses (6,395) (9,468)
Tenant security deposits and other liabilities 3,281 (2,006)
Net cash provided by operating activities 70,088 36,395
Investing activities
Purchase of real estate (368,870) (38,076)
Proceeds from sales of real estate, net 1,337 4,842
Capital improvements (10,293) (9,909)
Development projects (30,316) (14,380)
Loan receivables received from others 7,613 3,222
Loan receivables funded to others (12,410) 2,707)
Net cash used in investing activities (412,939) (57,008)

See accompanying notes.
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AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP AND SUBSIDIARIES

Consolidated Statements of Cash Flows (continued)

(unaudited)

(in thousands)

Financing activities

Borrowings of debt

Repayment of debt

Payment of financing costs

Capital contributions

Proceeds from issuance of common stock

Cost of raising capital

Shares issued for settlement of vested stock and exercised unit options, net
Cash distributions to partners

Net cash provided by financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents:
Beginning of period

End of period
Supplemental cash flow information

Cash paid for interest

Supplemental disclosure of noncash activity
Accrued distributions payable to partners
Write-off of straight-line rent receivable
Write-off of deferred financing costs, net
See accompanying notes.
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Nine Months Ended September 30,

$

L PH P

2014

283,000
(128,117)
(4,588)
60
221,720
(10,551)
3,053
(56,656)

307,921
(34,930)
50,764

15,834

41,728

21,078
1,380
501

$

&L PH P

2013
160,000
(353,203)

(5,290)
425
303,600
(25,380)
(65,183)
14,969
(5,644)
17,876

12,232

39,645

2,887
5,161
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AVIV REIT, INC.
AVIV HEALTHCARE PROPERTIES LIMITED PARTNERSHIP
Notes to Consolidated Financial Statements
September 30, 2014
(unaudited)
1. Description of Operations and Formation

Aviv REIT, Inc., a Maryland corporation (AVIV or the REIT), is the sole general partner of Aviv Healthcare
Properties Limited Partnership, a Delaware limited partnership, and its subsidiaries (the Partnership). The Partnership
is a majority owned subsidiary that indirectly owns all of the real estate properties. In these footnotes, the Company
refers generically to AVIV, the Partnership, and their subsidiaries. The Partnership was formed in 2010 and directly or
indirectly owned or leased 313 properties, principally skilled nursing facilities (SNFs), across the United States at
September 30, 2014. The Company is a fully integrated self-administered real estate investment trust that owns,
acquires, develops and generates the majority of its revenues by entering into long-term triple-net leases with qualified
local, regional, and national operators. In addition to the base rent, leases provide for operators to pay the Company an
ongoing escrow for real estate taxes. Furthermore, all operating and maintenance costs of the buildings are the
responsibility of the operators. Substantially all depreciation expense reflected in the consolidated statements of
operations relates to the ownership of real estate properties.

The Partnership is the general partner of Aviv Healthcare Properties Operating Partnership I, L.P. (the Operating
Partnership), a Delaware limited partnership, the sole stockholder of Aviv Healthcare Capital Corporation, a Delaware
corporation, and the sole member of Aviv Asset Management, L.L.C. (AAM), a Delaware limited liability company.
The Operating Partnership has five wholly owned subsidiaries: Aviv Financing I, L.L..C. (Aviv Financing I), a
Delaware limited liability company; Aviv Financing II, L.L.C. (Aviv Financing II), a Delaware limited liability
company; Aviv Financing III, L.L.C. (Aviv Financing III), a Delaware limited liability company; Aviv Financing 1V,
L.L.C. (Aviv Financing IV), a Delaware limited liability company; and Aviv Financing V, L.L.C. (Aviv Financing V),
a Delaware limited liability company.

All of the business, assets and operations of the Company are held by the Partnership and its subsidiaries. The REIT s
equity interest in the Partnership is linked to future investments in the REIT, such that future equity issuances by the
REIT (pursuant to the Partnership s partnership agreement) will result in a corresponding increase in the REIT s equity
interest in the Partnership. The REIT is authorized to issue 300 million shares of common stock (par value $0.01) and
25 million shares of preferred stock (par value $0.01). The REIT was funded in September 2010 with 13.2 million
shares and approximately $235 million from one of the REIT s stockholders, and approximately 8.5 million additional
shares of common stock were issued by the REIT in connection with $159 million of equity contributions by one of

the REIT s stockholders. The Partnership s capital consists of partnership units, referred to as OP units, which are
owned by AVIV and other investors.

On March 7, 2013, the Board of Directors and stockholders of the REIT approved an increase in the number of
authorized shares of common stock to 300,000,000 shares of common stock and a 60.37-for-one split of issued and
outstanding common stock. The increase in the authorized shares and the stock split became effective on March 8§,
2013 when the REIT s charter was amended for such increase in the number of authorized REIT shares and the stock
split. The common share and per common share amounts in these consolidated financial statements and notes to
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consolidated financial statements have been retrospectively restated to reflect the 60.37-for-one split.

On March 26, 2013, the REIT completed an initial public offering (IPO) of its common stock pursuant to a
registration statement filed with the SEC, which became effective on March 20, 2013. The Company received net
proceeds, after underwriting discounts and commissions, of $282.3 million, exclusive of other costs of raising capital
in consideration for the issuance and sale of approximately 15.2 million shares of common stock (which included
approximately 2.0 million shares sold to the underwriters upon exercise of their option to purchase additional shares to
cover over-allotments) at a price to the public of $20.00 per share. In connection with the TPO, the Partnership s
existing Class A, B, C, D and F Units were converted into a single class of OP units.

Immediately prior to the completion of the IPO, there were outstanding approximately 21.7 million shares of common
stock of the REIT, limited partnership units of the Partnership which were converted into approximately 11.9 million
OP units in connection with the IPO, and 125 shares of preferred stock of the REIT. On April 15, 2013, the 125 shares
of preferred stock outstanding were redeemed. At September 30, 2014, there were approximately 47.2 million shares
of common stock outstanding and 11.4 million OP units outstanding, which OP units are redeemable for cash or, at
the REIT s option, for shares of common stock of the REIT. The operating results of the Partnership are allocated
based upon the REIT s and the limited partners respective economic interests therein. The REIT s ownership of the
Partnership was 80.5% and 76.4% as of September 30, 2014 and December 31, 2013, respectively. The REIT s
weighted average economic ownership of the Partnership for the three and nine months ended September 30, 2014
and 2013 were 80.52%, 79.15%, 75.7%, and 73.1%, respectively.
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Table of Contents 23



Edgar Filing: AVIV REIT, INC. - Form 10-Q

Table of Conten
2. Summary of Significant Accounting Policies
Basis of Presentation

This report combines the Quarterly Reports on Form 10-Q for the quarter ended September 30, 2014 of AVIV and the
Partnership. AVIV is a real estate investment trust (REIT) and the sole general partner of the Partnership. The
Partnership s capital consists of OP units. As the sole general partner of the Partnership, AVIV has exclusive control of
the Partnership s day-to-day management.

The Company believes combining the Quarterly Reports on Form 10-Q of AVIV and the Partnership into this single
report provides the following benefits:

enhances investors understanding of AVIV and the Partnership by enabling investors to view the business as
a whole in the same manner as management views and operates the business;

eliminates duplicative disclosure and provides a more streamlined and readable presentation because a
substantial portion of the disclosure in this report applies to both AVIV and the Partnership; and

creates time and cost efficiencies through the preparation of one combined report instead of two separate
reports.
Management operates AVIV and the Partnership as one business. The management of AVIV consists of the same
individuals as the management of the Partnership.

The Company believes it is important for investors to understand the few differences between AVIV and the
Partnership in the context of how AVIV and the Partnership operate as a consolidated company. AVIV is a REIT,
whose only material asset is its ownership of OP units of the Partnership. As a result, AVIV does not conduct business
itself, other than acting as the sole general partner of the Partnership, issuing public equity from time to time and
guaranteeing unsecured debt of the Partnership. AVIV has not issued any indebtedness, but has guaranteed all of the
unsecured debt of the Partnership. The Partnership indirectly holds all the real estate assets of the Company. Except
for net proceeds from public equity issuances by AVIV, which are contributed to the Partnership in exchange for OP
units, the Partnership generates all remaining capital required by the Company s business. The sources of the
remaining capital include the operations of the Partnership s direct and indirect subsidiaries, its direct or indirect
incurrence of indebtedness, and the issuance of OP units.

As general partner with control of the Partnership, AVIV consolidates the Partnership for financial reporting purposes.
The presentation of stockholders equity and partners capital are the main areas of difference between the consolidated
financial statements of AVIV and those of the Partnership. AVIV s stockholders equity consists of common stock,
additional paid in capital and retained earnings (accumulated deficit). The Partnership s capital consists of OP units

that are owned by AVIV and other investors. The OP units held by the other investors in the Partnership are presented

as part of partners capital in the Partnership s consolidated financial statements and as noncontrolling
interests-operating partnership in AVIV s consolidated financial statements. There is no difference between the assets
and liabilities or net income of AVIV and the Partnership as of and for the three and nine months ended September 30,
2014,
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The accompanying unaudited consolidated financial statements have been prepared by management in accordance
with US generally accepted accounting principles (US GAAP) for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X. All significant intercompany accounts and transactions
have been eliminated in the consolidated financial statements.

The Company manages its business as a single business segment as defined in Accounting Standards Codification
(ASC) 280, Segment Reporting. The Company has one reportable segment consisting of investments in healthcare
properties, consisting primarily of SNFs, assisted living facilities (ALFs), and other healthcare properties located in
the United States. All of the Company s properties generate similar types of revenues and expenses related to tenant
rent and reimbursements and operating expenses.

Quarterly Reporting

The accompanying unaudited consolidated financial statements and notes of the Company as of September 30, 2014

and for the three and nine months ended September 30, 2014 and 2013 have been prepared in accordance with

US GAAP for interim financial information. Accordingly, certain information and footnote disclosures normally
included in financial statements prepared under US GAAP have been condensed or omitted pursuant to US GAAP
quarterly reporting rules. In the opinion of management, all adjustments considered necessary for a fair presentation of
the Company s balance sheets, statements of operations, statement of changes in equity/partners capital, and statements
of cash flows have been included and are of a normal and recurring nature. These
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consolidated financial statements should be read in conjunction with the consolidated financial statements and notes
for the Company for the years ended December 31, 2013, 2012, and 2011. The consolidated statements of operations
and cash flows for the periods ended September 30, 2014 and 2013 are not necessarily indicative of full year results.

The balance sheets at December 31, 2013 have been derived from the audited financial statements at that date, but do
not include all of the information and footnotes required by US GAAP for complete financial statements. For further
information, including definitions of capitalized terms not defined herein, refer to the consolidated financial

statements and notes thereto included in the Company s Annual Report on Form 10-K for the year ended December 31,
2013, as filed with the Securities and Exchange Commission.

Estimates

The preparation of the financial statements in conformity with US GAAP 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 financial statements and the reported amounts of revenues and expenses during the reporting period.

Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and highly liquid short-term investments with original maturities of three
months or less. The Company maintains cash and cash equivalents in United States banking institutions that exceed
amounts insured by the Federal Deposit Insurance Corporation. The Company believes the risk of loss from exceeding
this insured level is minimal.

Real Estate Investments

The Company periodically assesses the carrying value of real estate investments and related intangible assets in
accordance with ASC 360, Property, Plant, and Equipment (ASC 360), to determine if facts and circumstances exist
that would suggest that assets might be impaired or that the useful lives should be modified. In the event impairment
in value occurs and a portion of the carrying amount of the real estate investments will not be recovered in part or in
whole, a provision will be recorded to reduce the carrying basis of the real estate investments and related intangibles
to their estimated fair value. The estimated fair value of the Company s rental properties is determined by using
customary industry standard methods that include discounted cash flow and/or direct capitalization analysis (Level 3)
or estimated cash proceeds received upon the anticipated disposition of the asset from market comparables (Level 2).
As part of the impairment evaluation, the buildings in the following locations were impaired to reflect the estimated
fair values (Level 2).

For the Nine Months Ended September 30,

2014 2013
(in thousands)
Willmar, MN $ 862 $
Jasper, TX 1,479
$ 2,341 $

Purchase Accounting
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The Company allocates the purchase price of facilities between net tangible and identified intangible assets acquired
and liabilities assumed as a result of the Company purchasing the business and subsequently leasing the business to
unrelated third party operators. The Company makes estimates of the fair value of the tangible and intangible assets
and acquired liabilities using information obtained from multiple sources as a result of pre-acquisition due diligence,
marketing, leasing activities of the Company s operator base, industry surveys of critical valuation metrics such as
capitalization rates, discount rates and leasing rates and appraisals (Level 3). The Company allocates the purchase
price of facilities to net tangible and identified intangible assets and liabilities acquired based on their fair values in
accordance with the provisions of ASC 805, Business Combinations (ASC 805). The determination of fair value
involves the use of significant judgment and estimation.

The Company determines fair values as follows:

Real estate investments are valued using discounted cash flow projections that assume certain future revenue

and costs and consider capitalization and discount rates using current market conditions.
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The Company allocates the purchase price of facilities to net tangible and identified intangible assets
acquired and liabilities assumed based on their fair values.

Other assets acquired and other liabilities assumed are valued at stated amounts, which approximate fair
value.

Assumed debt balances are valued at fair value, with the computed discount/premium amortized over the

remaining term of the obligation.
The Company determines the value of land based on third party appraisals. The fair value of in-place leases, if any,
reflects: (i) above and below-market leases, if any, determined by discounting the difference between the estimated
current market rent and the in-place rentals, the resulting intangible asset or liability of which is amortized to rental
revenue over the remaining life of the associated lease plus any fixed rate renewal periods if applicable; (ii) the
estimated value of the cost to obtain operators, including operator allowances, operator improvements, and leasing
commissions, which is amortized over the remaining life of the associated lease; and (iii) an estimated value of the
absorption period to reflect the value of the rents and recovery costs foregone during a reasonable lease-up period as if
the acquired space was vacant, which is amortized over the remaining life of the associated lease. The Company also
estimates the value of operator or other customer relationships acquired by considering the nature and extent of
existing business relationships with the operator, growth prospects for developing new business with such operator,
such operator s credit quality, expectations of lease renewals with such operator, and the potential for significant,
additional future leasing arrangements with such operator. The Company amortizes such value, if any, over the
expected term of the associated arrangements or leases, which would include the remaining lives of the related leases.
The amortization is included in the consolidated statements of operations in rental income for above or below market
leases or depreciation and amortization expense for in-place lease assets. Generally, the Company s purchase price
allocation of the purchased business and subsequent leasing of the business to unrelated third party operators does not
include an allocation to any intangible assets or intangible liabilities, as they are either immaterial or do not exist.

Revenue Recognition

Rental income is recognized on a straight-line basis over the term of the lease when collectability is reasonably
assured. Differences between rental income earned and amounts due under the lease are charged or credited, as
applicable, to straight-line rent receivable, net. Income recognized from this policy is titled straight-line rental income.
Additional rents from expense reimbursements for insurance, real estate taxes, and certain other expenses are
recognized in the period in which the related expenses are incurred and the net impact is reflected in rental income on
the consolidated statements of operations.

Below is a summary of the components of rental income for the three and nine months ended September 30, 2014 and
2013 (in thousands):

Three
Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Cash rental income $44,220 $32,555 $123,982 $95,111
Straight-line rental income (expense), net 1,727 (1,227) 3,420 2,998
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Rental income from intangible amortization, net 132 365 539 1,097
Total rental income $46,079 $31,693 $127,941 $99.,206

The Company s reserve for uncollectible operator receivables is included as a component of reserve for uncollectible
loans and other receivables in the consolidated statements of operations.

Lease Accounting

The Company, as lessor, makes a determination with respect to each of its leases whether they should be accounted
for as operating leases or direct financing leases. The classification criteria is based on estimates regarding the fair
value of the leased facilities, minimum lease payments, effective cost of funds, the economic life of the facilities, the
existence of a bargain purchase option, and certain other terms in the lease agreements. Payments received under
operating leases are accounted for in the statements of operations as rental income for actual rent collected plus or
minus a straight-line adjustment for estimated minimum lease escalators. Assets subject to operating leases are
reported as real estate investments in the consolidated balance sheets. For facilities leased as direct financing
arrangements, an asset equal to the Company s net initial investment is established on the balance sheet titled assets
under direct financing leases. Payments received under the financing lease are bifurcated between interest income and
principal amortization to achieve a consistent yield over the stated lease term using the interest method. Principal
amortization (accretion) is reflected as an adjustment to the asset subject to a financing lease.
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All of the Company s leases contain fixed or formula-based rent escalators. To the extent that the escalator increases
are tied to a fixed index or rate, lease payments are accounted for on a straight-line basis over the life of the lease.

Deferred Finance Costs

Deferred finance costs are being amortized using the straight-line method, which approximates the interest method,
over the term of the respective underlying debt agreement.

Loan Receivables

Loan receivables consist of mortgage loans, capital improvement loans and working capital loans to operators.
Mortgage loans represent the financing provided by the Company to operators or owners that are secured by
mortgages on real property. Capital improvement loans represent the financing provided by the Company to perform
certain capital improvements and/or to acquire furniture, fixtures, and equipment while the operator is operating the
facility. Working capital loans to operators represent financing provided by the Company to operators for working
capital needs that are secured with non-mortgage collateral or that are unsecured. Loan receivables are carried at their
principal amount outstanding. Management periodically evaluates outstanding loans and notes receivable for
collectability on a loan-by-loan basis. When management identifies potential loan impairment indicators, such as
nonpayment under the loan documents, impairment of the underlying collateral, financial difficulty of the operator, or
other circumstances that may impair full execution of the loan documents, and management believes it is probable that
all amounts will not be collected under the contractual terms of the loan, the loan is written down to the present value
of the expected future cash flows. Loan impairment is monitored via a quantitative and qualitative analysis including
credit quality indicators and it is reasonably possible that a change in estimate could occur in the near term. As of
September 30, 2014 and December 31, 2013, loan receivable reserves amounted to approximately $3.2 million and $0,
respectively. No other circumstances exist that would suggest that additional reserves are necessary at the balance
sheet dates other than as disclosed in Footnote 4, Loan Receivables.

Stock-Based Compensation

The Company follows ASC 718, Stock Compensation (ASC 718) in accounting for its stock-based payments. This
guidance requires measurement of the cost of employee services received in exchange for stock compensation based

on the grant-date fair value of the employee stock awards. This cost is recognized as compensation expense ratably
over the employee s requisite service period. Incremental compensation costs arising from subsequent modifications of
awards after the grant date must be recognized when incurred. Additionally, the Company must make estimates
regarding employee forfeitures in determining compensation expense. Subsequent changes in actual experience are
monitored and estimates are updated as information is available. The non-cash stock-based compensation expense
incurred by the Company through September 30, 2014 is summarized in Footnote 12, Equity Compensation Plan.

Fair Value of Financial Instruments

ASC 820, Fair Value Measurements and Disclosures (ASC 820), establishes a three-level valuation hierarchy for
disclosure of fair value measurements. The valuation hierarchy is based upon the transparency of inputs to the
valuation of an asset or liability as of the measurement date. A financial instrument s categorization within the
valuation hierarchy is based upon the lowest level of input that is significant to the fair value measurement. The three
levels are defined as follows:
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Level 1 Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets;

Level 2 Inputs to the valuation methodology include quoted prices for similar assets and liabilities in active
markets, and inputs that are observable for the asset or liability, either directly or indirectly, for substantially
the full term of the financial instrument; and

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value measurement.
Cash and cash equivalents are reflected in the accompanying consolidated balance sheets at amounts considered by
management to reasonably approximate fair value. Management estimates the fair value of its long-term debt using a
discounted cash flow analysis based upon the Company s current borrowing rate for debt with similar maturities and
collateral securing the indebtedness. The Company had outstanding secured loans, unsecured notes payable, and a line

of credit with a carrying value of approximately $840.9 million and $686.4 million as of September 30, 2014 and
December 31, 2013, respectively. The fair values of debt as of
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September 30, 2014 and December 31, 2013 were $863.6 million and $705.8 million, respectively, based upon
interest rates available to the Company on similar borrowings (Level 3). Management estimates the fair value of its
loan receivables using a discounted cash flow analysis based upon the Company s current interest rates for loan
receivables with similar maturities and collateral securing the indebtedness. The Company had outstanding loan
receivables with a carrying value of approximately $43.3 million and $41.7 million as of September 30, 2014 and
December 31, 2013, respectively. The fair values of loan receivables as of September 30, 2014 and December 31,
2013 approximate their carrying value based upon interest rates available to the Company on similar borrowings.

Income Taxes

For federal income tax purposes, the Company elected, with the filing of its initial Form 1120 REIT, U.S. Income Tax
Return for U.S. Real Estate Investment Trusts, to be taxed as a REIT effective as of the Company s taxable year ending
December 31, 2010. To qualify as a REIT, the Company must meet certain organizational, income, asset and
distribution tests. The Company currently is in compliance with these requirements and intends to maintain REIT
status. If the Company fails to qualify as a REIT in any taxable year, the Company will be subject to federal income
taxes at regular corporate rates (including any applicable alternative minimum tax) and may not elect REIT status for
four subsequent years. However, the Company may still be subject to federal excise tax. In addition, the Company
may be subject to certain state and local income and franchise taxes. Historically, the Company and its predecessor
have generally only incurred certain state and local income and franchise taxes, but these amounts were immaterial in
each of the periods presented. Prior to September 2010, the Partnership was taxed as a limited partnership, and the
consolidated operating results were included in the income tax returns of the individual partners. No uncertain income
tax positions exist as of September 30, 2014 or December 31, 2013.

Noncontrolling Interests Operating Partnership / Partnership Units

Noncontrolling interests operating partnership, as presented on AVIV s consolidated balance sheets, represent OP units
held by individuals and entities other than AVIV.

Noncontrolling interests operating partnership, which can be settled in cash or, at the REIT s election, by issuance of
unregistered shares of AVIV s common stock, are reported in the equity section of the consolidated balance sheets of
AVIV. They are adjusted for income, losses and distributions allocated to OP units not held by AVIV. Adjustments to
noncontrolling interests operating partnership are recorded to reflect increases or decreases in the ownership of the
Partnership by holders of OP units as a result of the redemptions of OP units for cash or, at the election of AVIV, in
exchange for shares of AVIV s common stock.

Prior to the PO, the capital structure of the Company s operating partnership consisted of six classes of partnership
units, each of which had different capital accounts and each of which was entitled to different distributions. In
connection with the IPO, each class of units of the Partnership was converted into an aggregate of 11,938,420 OP
units held by investors other than AVIV in the Partnership. As of September 30, 2014, there were 11,416,426 OP units
outstanding.

Earnings Per Share of the REIT
Basic earnings per share is calculated by dividing the net income allocable to common shares for the period by the
weighted average number of common shares outstanding during the period. Diluted earnings per share is calculated by

dividing the net income allocable to common shares for the period by the weighted average number of common and
dilutive securities outstanding during the period.
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Earnings Per Unit of the Partnership

Basic earnings per unit is calculated by dividing the net income allocable to units for the period by the weighted
average number of OP units outstanding during the period. Diluted earnings per unit is calculated by dividing the net
income allocable to OP units for the period by the weighted average number of units and dilutive securities
outstanding during the period.

Risks and Uncertainties
The Company is subject to certain risks and uncertainties affecting the healthcare industry as a result of healthcare
legislation and continuing regulation by federal, state, and local governments. Additionally, the Company is subject to

risks and uncertainties as a result of changes affecting operators of nursing home facilities due to the actions of
governmental agencies and insurers to limit the growth in cost of healthcare services.
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Recent Accounting Pronouncements

In April 2014, the FASB issued ASU No. 2014-08, Reporting Discontinued Operations and Disclosures of Disposals
of Components of an Entity (ASU No. 2014-08). ASU No. 2014-08 changes the definition of a discontinued operation
to include only those disposals of components of an entity that represent a strategic shift that has (or will have) a

major effect on an entity s operations and financial results. ASU No. 2014-08 is effective prospectively for fiscal years
beginning after December 15, 2014 and is available for early adoption as of January 1, 2014. The Company adopted
the provisions of ASU No. 2014-08 as of January 1, 2014 and incorporated the provisions of this update to its
condensed consolidated financial statements upon adoption. The adoption of ASU No. 2014-08 did not have a

material impact on the Company s financial condition or results of operations.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, which creates a new
topic, Accounting Standards Codification Topic 606 (Topic 606). The standard is principle-based and provides a
five-step model to determine when and how revenue is recognized. The core principle is that a company should
recognize revenue when it transfers promised goods or services to customers in an amount that reflects the
consideration to which the company expects to be entitled in exchange for those goods or services. This standard is
effective for interim or annual periods beginning after December 15, 2016 and allows for either full retrospective or
modified retrospective adoption. Early adoption of this standard is not allowed. The Company is currently evaluating
the impact the adoption of Topic 606 will have on its consolidated financial statements.

In August 2014, the FASB issued ASU No. 2014-15, Presentation of Financial Statements - Going Concern. This
update provide guidance about management s responsibilities to evaluate whether there is substantial doubt about an
entity s ability to continue as a going concern and to provide related footnote disclosures in certain circumstances. An
entity s management, in connection with the preparation of financial statements, to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the entity s ability to continue as a
going concern within one year after the date that the financial statements are issued. Management s evaluation should
be based on relevant conditions and events that are known or reasonably knowable at the date the financial statements
are issued. When management identifies conditions or events that raise substantial doubt about an entity s ability to
continue as a going concern, the entity should disclose information that enables users of the financial statements to
understand all of the following: (1) principal conditions or events that raised substantial doubt about the entity s ability
to continue as a going concern (before consideration of management s plans); (2) management s evaluation of the
significance of those conditions or events in relation to the entity s ability to meet its obligations; and (3) management s
plans that alleviated substantial doubt about the entity s ability to continue as a going concern or management s plans
that are intended to mitigate the conditions or events that raise substantial doubt about the entity s ability to continue as
a going concern. ASU No. 2014-15 is effective for interim and annual reporting periods after December 15, 2016 and
early application is permitted. The Company is currently assessing this guidance for future implementation.

Reclassifications

Certain prior period amounts have been reclassified to conform to the current financial statement presentation, with no
effect on the Company s consolidated financial position or results of operations.
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3. Real Estate Assets
2014 Acquisitions

The Company had the following acquisitions during the nine months ended September 30, 2014 as described below:

Purchase Price

Month Acquired Property Type Location (in thousands)
January SNF/ALF/ILF MN $ 40,000
January SNF X 15,920
March SNF IA 13,500
March SNF KY 35,000
April SNF FL 6,000
April SNF TX 53,700
May SNF TX 3,600
May SNF CA 13,350
June SNF KY 6,000
July SNF MO 16,200
July ALF MA 32,000
July SNF/ALF MA 50,000
September SNF/ALF WA/ID 83,600
368,870

February Land Held for Development TX 2,110
July Land Held for Development MA 12,288
$ 383,268

On July 10, 2014, the Company acquired three properties and two land parcels in Massachusetts for a purchase price

of $94.3 million. Sidney and Evelyn Insoft, the parents of Steven Insoft, the Company s President and Chief Operating
Officer, jointly hold a 50% equity interest in the sellers of the properties, representing a gross economic interest in the
sale of approximately $47.1 million. The Company believes that the terms of the acquisition were fair and reasonable
and reflect terms that the Company would expect to obtain in an arm s length transaction for comparable properties.

The following table illustrates the effect on total revenues and net income as if the Company had consummated the
acquisitions as of January 1, 2013 (in thousands, unaudited):

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2014 2013 2014 2013
Total revenues $ 48,795 $ 41,831 $ 145811 $ 129,480
Net income 13,874 16,442 43,838 31,173

For the three and nine months ended September 30, 2014, revenues attributable to the acquired assets in 2014 were
approximately $7.5 million and $13.5 million, respectively, and net income attributable to the acquired assets was
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approximately $4.5 million and $7.2 million, respectively, recognized in the consolidated statements of operations.
Transaction-related costs are not expected to have a continuing significant impact on our financial results and
therefore have been excluded from these pro forma results. Related to the above acquisitions, the Company incurred

$0.7 million and $2.4 million of transaction costs for the three and nine months ended September 30, 2014,
respectively.
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In accordance with ASC 805, the Company allocated the approximate net purchase price paid for these properties
acquired in 2014 as follows (in thousands):

Land $ 33,390
Buildings and improvements 310,390
Furniture, fixtures and equipment 25,090
Construction in progress and land held for development 14,398
Borrowings and available cash $ 383,268

The Company s purchase price allocation for the 2014 acquisitions and subsequent leasing of assets does not include
an allocation to any intangible assets or intangible liabilities, as these amounts are either immaterial or do not exist.

The Company considers renewals on above- or below-market leases when ascribing value to the in-place lease
intangible liabilities at the date of a property acquisition. In those instances where the renewal lease rate pursuant to
the terms of the lease does not adjust to a current market rent, the Company evaluates whether the stated renewal rate
is above or below current market rates and considers the past and current operations of the property, the current rent
coverage ratio of the operator, and the number of years until potential renewal option exercise. If renewal is
considered probable based on these factors, an additional lease intangible liability is recorded at acquisition and
amortized over the renewal period.

2014 Dispositions

For the three months ended September 30, 2014, the Company disposed of five properties for a total sales price of
$0.8 million, and the Company recognized a net loss on sale of approximately $2.4 million. The total sales price and
net loss are net of transaction costs incurred in relation to the closings at the time of disposition.

For the nine months ended September 30, 2014, the Company disposed of seven properties for a total sales price of
$1.4 million, and the Company recognized a net loss on sale of approximately $2.5 million. The total sales price and
net loss are net of transaction costs incurred in relation to the closings at the time of disposition.

Construction in Process

The following summarizes the Company s construction in progress and land held for development during the nine
months ended September 30, 2014 (in thousands):

September 30, 2014
Beginning balance, January 1 $ 23,292
Additions 31,170
Placed in service (20,041)
$ 34,421
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During 2014 and 2013, the Company capitalized expenditures for improvements related to various construction and
reinvestment projects. In 2014, the Company placed into service six completed investment projects at six properties
located in California, Pennsylvania, Texas and Indiana. In 2013, the Company placed into service one completed
investment project at one property located in California. In accordance with ASC 835, Capitalization of Interest (ASC
835), the Company capitalizes interest based on the average cash balance of construction in progress for the period
using the weighted-average interest rate on all outstanding debt, which approximated 6.0% for the three and nine
months ended September 30, 2014. The balance of capitalized interest within construction in progress at

September 30, 2014 and December 31, 2013 was $0.7 million and $0.8 million, respectively. The amount capitalized
during the three and nine months ended September 30, 2014 and 2013, relative to interest incurred, was $0.2 million,
$0.5 million, $0.2 million and $0.4 million, respectively.
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4. Loan Receivables

The following summarizes the Company s loan receivables, net activity during the nine months ended September 30,
2014 (in thousands):

September 30, 2014
Capital Working
Mortgage Improvement  Capital Total
Loans Loans Loans Loans
Beginning balance, January 1, 2014 $28,316 $ 4,580 $ 8,790 $41,686
New loans issued 4,762 7,648 12,410
Reserve for uncollectible loans (3,211) (3,211)
Loan amortization and repayments (5,394) (760) (1,459) (7,613)

$27,684 $ 3,820 $ 11,768 $43,272

The following summarizes the Company s interest income on loans and financing leases for the three and nine months
ended September 30, 2014 and 2013 (in thousands):

Nine Months
Three Months Ended Ended

September 30, September 30,

2014 2013 2014 2013
Mortgage loans $ 456 $ 472 $1,364 $1,208
Capital improvement loans 66 117 267 417
Working capital loans 211 177 529 556
Direct financing lease 368 365 1,103 1,091
Total interest on loans and financing lease $ 1,101 $ 1,131  $3263 $3272

The Company s reserve on a loan-by-loan basis for uncollectible loan receivables balances at September 30, 2014 and
December 31, 2013 was approximately $3.2 million and $0, respectively, and any movement in the reserve is reflected
in reserve for uncollectible loan and other receivables in the consolidated statements of operations. The gross balance
of loan receivables for which a reserve on a loan-by-loan basis for uncollectible loan receivables has been applied was
approximately $3.2 million and $0, at September 30, 2014 and December 31, 2013, respectively.

During 2014 and 2013, the Company funded loans for mortgage loans, capital improvement purposes, and working
capital purposes to various operators. All loans held by the Company accrue interest and are recorded as interest
income unless the loan is deemed impaired in accordance with Company policy. The payments received from the
operator cover both interest accrued as well as amortization of the principal balance due. Any payments received from
the operator made outside of the normal loan amortization schedule are considered principal prepayments and reduce
the outstanding loan receivables balance.
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5. Deferred Finance Costs

The following summarizes the Company s deferred finance costs at September 30, 2014 and December 31, 2013 (in
thousands):

September 30, December 31,

2014 2013
Gross amount $ 25,531 $ 21,881
Accumulated amortization (7,880) (5,238)
Net $ 17,651 $ 16,643

For the three and nine months ended September 30, 2014, the Company wrote-off deferred financing costs of $0 and
$0.8 million, respectively, with approximately $0 and $0.3 million, respectively, of accumulated amortization
associated with the refinancing of the Company s secured Revolving Credit Facility (as defined below) to a new
unsecured revolving credit facility for the net recognition as loss on extinguishment of debt of approximately $0 and
$0.5 million, respectively.
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6. Intangible Assets and Liabilities

The following summarizes the Company s intangible assets and liabilities classified as part of other assets or other
liabilities at September 30, 2014 and December 31, 2013, respectively (in thousands):

Assets
September 30, 2014 December 31, 2013
Accumulated Accumulated
Gross Amouvhmortization Net Gross Amouvhmortization Net
Above market leases $5512 $ (2,830) $2,682 $6,437 $ (3,452) $2985
In-place lease assets 652 (179) 473 652 (130) 522
Operator relationship 212 A7) 165 212 (34) 178

$6,376 $ (3,056) $3,320 $7,301 $ (3,616) $3,685

Liabilities
September 30, 2014 December 31, 2013
Accumulated Accumulated
Gross Amoudtmortization Net Gross Amoufmortization Net
Below market leases $12933 $ (6,212) $6,721 $17,623 $ (10,059) $7,564
Amortization expense for in-place lease assets and operator relationship was $0.02 million, $0.06 million, $0.02
million and $0.06 million for the three and nine months ended September 30, 2014 and 2013, respectively, and is
included as a component of depreciation and amortization in the consolidated statements of operations. Amortization
expense for the above market leases intangible asset for the three and nine months ended September 30, 2014 and
2013 was approximately $0.09 million, $0.3 million, $0.1 million and $0.4 million, respectively, and is included as a
component of rental income in the consolidated statements of operations. Accretion for the below market leases
intangible liability for the three and nine months ended September 30, 2014 and 2013 was approximately $0.2 million,
$0.8 million, $0.5 million and $1.5 million, respectively, and is included as a component of rental income in the
consolidated statements of operations.

For the three and nine months ended September 30, 2014, the Company wrote-off fully amortized above market leases
intangible assets of approximately $0.3 million and $0.9 million, respectively, and fully amortized below market
leases intangible liabilities of approximately $0.3 million and $4.7 million, respectively, for a net recognition of $0
and $0, respectively, in rental income from intangible amortization. These write-offs were the result of fully amortized
assets and fully accreted liabilities.

7. Leases

As of September 30, 2014, the Company s portfolio of investments consisted of 313 healthcare facilities, located in 29
states and operated by 38 third party operators. At September 30, 2014, approximately 53.6% (measured as a
percentage of total assets) were leased by five private operators: Maplewood (13.1%), Saber Health Group (11.4%),
EmpRes (11.1%), Daybreak Healthcare (9.6%), and Fundamental (8.4%). No other operator represents more than
5.3% of the Company s total assets. The five states in which the Company had its highest concentration of total assets
were Texas (16.9%), Ohio (12.1%), California (10.7%), Washington (7.0%), and Connecticut (6.5%), at
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September 30, 2014.

For the nine months ended September 30, 2014, the Company s rental income from operations totaled approximately
$127.9 million, of which approximately $17.0 million was from Daybreak Healthcare (13.3%), $16.3 million from

Saber Health Group (12.7%), and $9.9 million from EmpRes (7.7%). No other operator generated more than 7.5% of
the Company s rental income from operations for the nine months ended September 30, 2014.
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8. Debt

The Company s secured loans, unsecured notes payable and line of credit consisted of the following (in thousands):

September 30, December 31,
2014 2013
HUD loan (interest rate of 5.00% on September 30,
2014 and December 31, 2013), inclusive of a $2.4
million and $2.4 million premium balance at
September 30, 2014 and December 31, 2013,
respectively $ 13,478 $ 13,654
2019 Notes (interest rate of 7.75% on
September 30, 2014 and December 31, 2013),
inclusive of $2.4 million and $2.8 million net

premium balance, respectively 402,410 402,752
2021 Notes (interest rate of 6.00% on

September 30, 2014 and December 31, 2013) 250,000 250,000
Credit Facility (interest rate of 1.85% on

September 30, 2014) 175,000

Revolving Credit Facility (interest rate of 2.52% on

December 31, 2013) 20,000
Total $ 840,888 $ 686,406

2019 Notes

On February 4, 2011, April 5, 2011 and March 28, 2012, the Partnership and Aviv Healthcare Capital Corporation
(the Issuers) issued $200 million, $100 million and $100 million of 7 3,% Senior Notes due in 2019 (the 2019 Notes),
respectively. The REIT is a guarantor of the Issuers 2019 Notes. The 2019 Notes are unsecured senior obligations of
the Issuers and will mature on February 15, 2019 and bear interest at a rate of 7.75% per annum, payable semiannually
to holders of record at the close of business on the February 1 or the August 1 immediately preceding the interest
payment date on February 15 and August 15 of each year, commencing August 15, 2011. Premiums of approximately
$2.75 million and $1.0 million were associated with the offerings of the $100 million of 2019 Notes on April 5, 2011
and the $100 million of 2019 Notes on March 28, 2012, respectively. The premiums will be amortized as an
adjustment to the yield on the 2019 Notes over their term. The Company used the proceeds to, amongst other things,
pay down the outstanding balance of previous credit facilities during 2012.

2021 Notes

On October 16, 2013, the Issuers issued $250 million of 6% Senior Notes due in 2021 (2021 Notes). The REIT is a
guarantor of the Issuers 2021 Notes. The 2021 Notes are unsecured senior obligations of the Issuers and will mature
on October 15, 2021 and bear interest at a rate of 6.00% per annum, payable semiannually to holders of record at the
close of business on the April 1 or the October 1 immediately preceding the interest payment date on April 15 and
October 15 of each year, commencing April 15, 2014. The Company used the net proceeds to, amongst other things,
pay down approximately $135.0 million of the outstanding indebtedness under the Revolving Credit Facility during
2013.
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Credit Facility

On March 26, 2013, the Company, through Aviv Financing IV, entered into a $300 million secured revolving credit
facility and $100 million term loan with Bank of America, N.A. (collectively, the Revolving Credit Facility). On
April 16, 2013, the Company converted the entire $100 million term loan into a secured revolving credit facility,
thereby terminating the term loan and any availability thereunder and increasing the amount available under the
secured revolving credit facility from $300 million to $400 million. On each payment date, the Company paid interest
only in arrears on any outstanding principal balance. The interest rate was based on LIBOR plus a margin of 235 basis
points to 300 basis points depending on the Company s leverage ratio. Additionally, an unused fee equal to 50 basis
points per annum of the daily unused balance on the Revolving Credit Facility was payable quarterly in arrears.

On May 14, 2014, the Company terminated the Revolving Credit Facility and, through the Partnership, entered into a
new $600 million unsecured revolving credit facility (the Credit Facility). The Credit Facility has an interest rate that
ranges from 170 to 225 basis points over LIBOR depending on the Company s consolidated leverage and a maturity
date of May 14, 2018. The Credit Facility can be extended for an additional year at the Company s option, subject to
the satisfaction of certain conditions, and contains an accordion feature increasing the borrowing capacity to $800
million. As of September 30, 2014, the Credit Facility had a balance of $175.0 million.
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Other Loans

On June 15, 2012, a subsidiary of Aviv Financing IIT assumed a HUD loan with a balance of approximately $11.5
million. Interest is at a fixed rate of 5.00%. The loan originated in November 2009 with a maturity date of October 1,
2044 and is based on a 35-year amortization schedule. The Company is obligated to pay the remaining principal and
interest payments of the loan. A premium of $2.5 million was associated with the assumption of debt and will be
amortized as an adjustment to interest expense on the HUD loan over its term.

9. Commitments and Contingencies

The Company has contractual arrangements with three operators in six of its facilities to reimburse any liabilities,
obligations or claims of any kind or nature resulting from the actions of the former operators in such facilities. The
Company is obligated to reimburse the fees to the operator if and when the operator incurs such expenses associated
with certain Indemnified Events, as defined therein. The total possible obligation for these fees is estimated to be $2.6
million, of which approximately $2.1 million has been paid to date. The remaining $0.5 million was accrued as a
component of other liabilities in the consolidated balance sheets.

The Company has purchase options with one of its tenants that are not exercisable by the tenant until January 1, 2017
for five properties, January 1, 2019 for two properties, and January 1, 2022 for five properties. If the 2017 option is
not exercised, the tenant loses the right to exercise the 2019 option and the 2022 option. If the 2017 option is
exercised, but the 2019 option is not exercised, the tenant loses the right to exercise the 2022 option. The purchase
options call for the purchase price, as defined, to be determined at a future date. In addition, the Company has
purchase options with four tenants on five properties that are exercisable by the applicable tenant at various times
during the terms of the respective leases. Two of these options are exercisable at a predetermined purchase price and
the remaining three call for a purchase price to be determined at a future date.

The Company is involved in various unresolved legal actions and proceedings, which arise in the normal course of our
business. Although the outcome of a particular proceeding can never be predicted, we do not believe that the result of
any of these other matters will have a material adverse effect on our business, operating results, liquidity or financial
position.

10. Noncontrolling Interests Operating Partnership / OP Units

Noncontrolling interests operating partnership, as presented on AVIV s consolidated balance sheets, represent the OP
units held by individuals and entities other than AVIV. Accordingly, the following discussion related to
noncontrolling interests operating partnership of the REIT refers equally to OP units of the Partnership.

Holders of OP units are entitled to receive distributions in a per unit amount equal to the per share dividends made

with respect to each share of AVIV s common stock, if and when AVIV s Board of Directors declares such a dividend.
Holders of OP units have the right to tender their OP units for redemption, in an amount equal to the fair market value
of AVIV s common stock. AVIV may elect to redeem tendered OP units for cash or for shares of AVIV s common
stock. During the three and nine months ended September 30, 2014, OP unitholders redeemed a total of 26,885 and
199,856 OP units in exchange for an equal number of shares of common stock of AVIV.

11. Stockholders Equity of the REIT and Partners Capital of the Partnership

Distributions accrued are summarized as follows for the three months ended September 30, (in thousands):
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Class A Class B Class C Class D Class F OP Units REIT Shares
2014 $ $ $ $ $ $ 4,110 $ 17,009

2013 $ $ $ $ $ $ 4298 $ 13,435
Distributions accrued are summarized as follows for the nine months ended September 30, (in thousands):

Class A ClassB Class C ClassD Class F OP Units REIT Shares
2014 $ $ $ $ $ $ 12374 $ 47,666

2013 $2797 $ 97 $ 146 $ $ 554 $ 8,882 $ 34,286
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In connection with the IPO, the existing classes of limited partnership units of the Partnership were converted into an
aggregate of 21,653,813 OP units held by the REIT and 11,938,420 OP units held by other investors of the

Partnership. As a result, Class A, B, C, D and F Units are no longer outstanding, and the Partnership has had a single
class of OP units since March 26, 2013. As noted above, the OP units held by other investors in the Partnership are
redeemable for cash or, at the REIT s election, unregistered shares of the REIT s common stock on a one-for-one basis.

The weighted-average units outstanding for each class of units are summarized as follows for the three months ended
September 30:

Class A Class B Class C ClassD ClassF  OP Units  REIT Shares
2014 11,419,777 47,213,612
2013 11,938,420 37,271,714
The weighted-average units outstanding for each class of units are summarized as follows for the nine months ended
September 30:

Class A ClassB Class C ClassD Class F OP Units  REIT Shares
2014 11,478,543 43,576,705
2013 4,193,031 1,408,305 2,506 835,958 8,221,330 32,408,843
During the nine months ended September 30, 2014 and 2013, the Company had the following equity and capital
activity:

AVIV issued an aggregate of 16,361 and 0 shares of common stock in connection with the
Company s annual grant of unrestricted stock to management, respectively;

AVIV issued an aggregate of 16,618 and 70,000 shares of common stock in connection with the
Company s annual grant of unrestricted and restricted stock to its Board of Directors, respectively;

AVIV reserved for issuance an aggregate of 156,397 and 0 shares of common stock in connection
with the Company s annual grant of restricted stock to employees and issuance of restricted stock
to a new employee, respectively;

AVIV issued 15,180,000 shares in connection with the IPO on March 26, 2013 that resulted in
proceeds to the Company, net of underwriting discounts, commissions, advisory fees and other
offering costs of $282.3 million;

AVIV issued 9,200,000 shares on April 15, 2014 in connection with an underwritten public
offering of shares of AVIV s common stock that resulted in proceeds to the Company, net of
underwriting discounts, commissions, advisory fees and other offering costs of $211.3 million
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(the Equity Offering);

OP unit holders redeemed a total of 199,856 and 0 OP units in exchange for an equal number of
shares of AVIV s common stock, respectively; and

AVIV issued 174,467 and O shares of common stock in connection with an option exercise,
respectively.
For the nine months ended September 30, 2014, AVIV declared the following cash dividends on its common stock,
and the Partnership declared equivalent distributions on its OP units:

Record Amount Per Dividend Payment
Declaration Date Date Share Date
March 18, 2014 March 31, 2014 $ 0.36 April 11, 2014
May 27,2014 June 27, 2014 $ 0.36 July 11, 2014
July 29, 2014 September 26, 2014  $ 0.36 October 10, 2014
Total $ 1.08
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12. Equity Compensation Plan

Prior to September 2010, the Partnership had established an officer incentive program linked to its future value. Class
D Units were periodically granted to employees of AAM. Part of the Class D Units are defined as performance-based
awards under ASC 718 and require employment of the recipient on the date of sale, disposition, or refinancing. If the
employee is no longer employed on such date, the award is forfeited. The remainder of the Class D Units were
time-based awards under ASC 718 and such fair value determined on the grant date was recognized over the vesting
period. On March 26, 2013, the performance component Class D Units vested and along with time based units were
converted to OP units in connection with the TPO, and $0.9 million of expense was recognized.

Restricted Stock Grants

On March 26, 2013 the Company adopted the Aviv REIT, Inc. 2013 Long-Term Incentive Plan (the LTIP). The
purpose of the LTIP is to attract and retain qualified persons upon whom, in large measure, the Company s sustained
progress, growth and profitability depend, to motivate the participants to achieve long-term Company goals and to
align the participants interests with those of other stockholders by providing them with a proprietary interest in the
Company s growth and performance. The Company s executive officers, employees, consultants and non-employee
directors are eligible to participate in the LTIP. Under the plan, 2,000,000 shares of the Company s common stock are
available for issuance. The shares can be issued as restricted stock awards (RSAs) or as restricted stock units (RSUs).

During 2013, the Company issued 23,250 shares and 47,250 RSAs subject to a vesting period. During the nine months
ended September 30, 2014, 15,750 of the 47,250 RSAs vested. Additionally, the Company issued 226,585 RSUs, of
which 17,470 were subsequently forfeited prior to the year ended December 31, 2013. Of these 226,585 RSUs, 16,361
shares were issued and vested in the nine months ended September 30, 2014 and an additional 7,779 RSUs were
forfeited. Some of these RSUs are subject to time vesting, and some are subject to performance vesting. The
time-based RSUs generally vest over a period of two to three years, subject to the employee s continued employment
with the Company. The performance-based RSUs are earned on the basis of Total Shareholder Return (TSR) on the
Company s stock compared to the TSR of a defined group of peer companies. The first installment of the
performance-based RSUs are based on the companies comprising the NAREIT Equity Index and the companies
comprising the Bloomberg Healthcare REIT Index for the performance period beginning on the date of the IPO and
ending December 31, 2014. The second installment is based on the companies comprising the NAREIT Equity Index
and the companies comprising the Bloomberg Healthcare REIT Index for the performance period beginning on the
date of the IPO and ending December 31, 2015. If the service and performance conditions are met, approximately half
of the RSUs will vest on December 31, 2014, and the remaining will vest on December 31, 2015. The RSUs carry
dividend equivalent rights that are subject to the same vesting terms as the underlying RSUs.

During the nine months ended September 30, 2014, the Company issued 156,397 RSUs of which 18,445 have been
forfeited. Some of these RSUs are subject to time vesting, and some are subject to performance vesting. The
time-based RSUs cliff vest over a period of three years, subject to the employee s continued employment with the
Company. The performance-based RSUs cliff vest on the basis of TSR on the Company s stock compared to the TSR
of a defined group of peer companies. Approximately half of the performance-based RSUs are based on the
companies comprising the NAREIT Equity Index for the performance period beginning on January 1, 2014 and
ending December 31, 2016. Approximately half are based on the companies in the Bloomberg Healthcare REIT Index
for the performance period beginning on January 1, 2014 and ending December 31, 2016. If the service and
performance conditions are met, the RSUs will vest on December 31, 2016.

For the three and nine months ended September 30, 2014 and 2013, the Company recognized total non-cash
stock-based compensation expense related to the LTIP of $0.9 million, $3.6 million, $0.5 million and $0.6 million,
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respectively.

Restricted stock grants vest over specified periods of time as long as the employee remains with the Company. The
following table sets forth the number of unvested shares of restricted stock and the weighted average fair value of

these shares at the date of grant:

Nine Months Ended
September 30, 2014 September 30, 2013
Weighted Average Shares Weighted Average

Shares of Fair Value of of Fair Value of

Restricted Stock  Date of Grant  Restricted Stock  Date of Grant
Unvested balance at January 1 256,092 $ 29.83 $

Granted 172,915 $ 26.55 182,092 $ 33.10
Vested (1) (40,055) $ 23.08 $
Forfeited (26,724) $ 30.53 $

Unvested balance at September 30 362,228 $ 28.96 182,092 $ 33.10

(1) Includes 7,944 shares which were used to settle minimum employee withholding tax obligations for one
employee of approximately $0.2 million in 2014. A net of 32,111 shares of common stock were delivered in the

nine months ended September 30, 2014.
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As of September 30, 2014, total unearned compensation on restricted stock was $6.5 million, and the weighted
average vesting period was 1.76 years.

Option Awards

On September 17, 2010, the Company adopted the 2010 Management Incentive Plan (the MIP), which provides for
the grant of option awards. Two-thirds of the options granted under the MIP were performance-based awards whose
criteria for vesting is tied to a future liquidity event (as defined therein) and also contingent upon meeting certain
return thresholds (as defined therein). The grant date fair value associated with all performance-based award options
of the Company aggregated to approximately $7.4 million at the time of the IPO. One third of the options granted
under the MIP were time based awards and the service period for these options is four years with shares vesting at a
rate of 25% ratably from the grant date.

In connection with the IPO, all options outstanding under the MIP, representing options to purchase 5,870,138 shares
with a weighted average exercise price of $17.47 per share, became fully-vested. In addition, recipients were entitled
to receive dividend equivalents on their options awarded under the MIP. Dividend equivalents were paid on
time-based options on (i) the date of vesting, with respect to any portion of a time-based option that was unvested on
the date the dividend equivalent was accrued, and (ii) the last day of the calendar quarter in which such dividends
were paid to stockholders, with respect to any portion of a time-based option vested as of the date the dividend
equivalent was accrued. Dividend equivalents accrued and unpaid prior to the consummation of the IPO in the
approximate amount of $14.8 million were paid in shares of common stock, net of applicable withholding of
approximately $6.8 million, in an amount based on the TPO price of the common stock. No dividend equivalents will
be paid for any MIP options with respect to periods after the date of the IPO by the Company.

In connection with the IPO, the holders of option awards under the MIP received a new class of units of LG Aviv
L.P., the legal entity through which Goldberg Lindsay & Co., LLC holds its interest in the REIT, equal to the number
of options held by such persons immediately prior to the consummation of the IPO. Under the limited partnership
agreement of LG Aviv L.P., the units are entitled to receive an aggregate distribution amount equal to 14.9% of the
dividend distributions declared and received by LG Aviv L.P. after the consummation of the IPO in respect of its
shares of common stock. The distribution amount will be paid by LG Aviv L.P. ratably to each holder of such units on
the distribution date in the proportion that the total number of units held by such holder bears to the total outstanding
units of the same class. Any unit payments will be paid, if at all, on the earlier of (i) the last day of the calendar
quarter in which dividends were paid to the Company stockholders and (ii) three business days following the holder s
termination of employment with the Company. For the nine months ended September 30, 2014, $3.4 million was paid
by LG Aviv L.P. to the holders of such units.
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The following table represents the time- and performance-based option awards activity for the nine months ended
September 30, 2014 and 2013:

Nine Months Ended
September 30, September 30,
2014 2013

Outstanding at January 1 5,870,138 1,956,713
Exercised (174,467)
Awards vested at IPO 3,913,425
Outstanding at September 30 5,695,671 5,870,138
Options exercisable at end of period 5,695,671
Weighted average fair value of options granted $ 2.20 $ 2.20

The following table represents the time- and performance-based option awards outstanding cumulatively life-to-date
for the nine months ended September 30, 2014 and 2013 as well as other MIP data:

2014 2013
Range of exercise prices $16.56-$18.87 $16.56 - $18.87
Outstanding 5,695,671 5,870,138
Remaining contractual life (years) 6.52 7.55
Weighted average exercise price $17.44 $17.47

The Company has used the Black-Scholes option pricing model to estimate the grant date fair value of the options. In
connection with the IPO, all options outstanding under the MIP became fully vested, and the plan was retired. There
were no options awarded in the nine months ended September 30, 2014 or 2013.

The Company recorded non-cash compensation expenses of approximately $0, $0, $0, and $9.0 million for the three
and nine months ended September 30, 2014 and 2013, respectively, related to the time and performance based stock
options accounted for as equity awards, as a component of general and administrative expenses in the consolidated
statements of operations.

At September 30, 2014, there is no unrecognized compensation cost to be recognized related to the option awards.

Dividend equivalent rights associated with the MIP that became payable upon vesting amounted to $0, $0, $0, and
$15.4 million for the three and nine months ended September 30, 2014 and 2013, respectively.
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13. Earnings Per Common Share of the REIT

The following table shows the amounts used in computing the basic and diluted earnings per common share (in
thousands except for share and per share amounts).

Numerator for earnings per
common share basic:

Net income

Net income allocable to
noncontrolling interests

Numerator for earnings per
common share basic

Numerator for earnings per
common share diluted:
Numerator for earnings per
common share basic

Net income allocable to
noncontrolling interests OP units

Numerator for earnings per
common share diluted

Denominator for earnings per
common share basic and
diluted:

Denominator for earnings per
common share basic

Effect of dilutive securities:
Noncontrolling interests OP units
Stock options

Restricted stock units

Denominator for earnings per
common share diluted

Basic earnings per common
share

Net income allocable to common
stockholders

Diluted earnings per common
share
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For the Three Months Ended

September 30,
2014 2013
$ 12,035 $ 10,067
(2,344) (2,446)
$ 9,691 $ 7,621
$ 9,691 $ 7,621
2,344 2,446
$ 12,035 $ 10,067
47,213,612 37,271,714
11,419,777 11,938,420
2,155,075 1,599,302
179,403 29,093
60,967,867 50,838,529
$ 0.21 $ 0.20

For the Nine Months Ended

September 30,
2014 2013
$ 31,951 $ 12,031
(6,662) (3,236)
$ 25,289 $ 8,795
$ 25,289 $ 8,795
6,662 2,228
$ 31,951 $ 11,023
43,576,705 32,408,843
11,478,543 8,221,330
1,953,632 1,454,735
118,904 16,169
57,127,784 42,101,077
$ 0.58 $ 0.27
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Net income allocable to common
stockholders $ 0.20 $ 0.20 $
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14. Earnings Per Unit of the Partnership

The following table shows the amounts used in computing the basic and diluted earnings per unit (in thousands except
for unit and per unit amounts).

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Numerator for earnings per
unit basic:
Net income $ 12,035 $ 10,067 $ 31,951 $ 12,031
Net income allocable to limited
partners (1,008)
Numerator for earnings per
unit basic: $ 12,035 $ 10,067 $ 31,951 $ 11,023

Numerator for earnings per

unit diluted:

Numerator for earnings per

unit diluted $ 12,035 $ 10,067 $ 31,951 $ 11,023
Denominator for earnings per

unit basic and diluted:

Denominator for basic earnings

per unit basic 58,633,389 49,210,134 55,055,248 40,630,173
Effective dilutive securities:

Stock options 2,155,075 1,599,302 1,953,632 1,454,735
Restricted stock units 179,403 29,093 118,904 16,169

Denominator for earnings per
unit diluted 60,967,867 50,838,529 57,127,784 42,101,077

Basic earnings per unit:

Net income allocable to units $ 0.21 $ 0.20 $ 0.58 $ 0.27
Diluted earnings per unit:
Net income allocable to units $ 0.20 $ 0.20 $ 0.56 $ 0.26

15. Subsequent Events

On October 1, 2014, the Company acquired one property in Kentucky for a purchase price of $4.6 million from an
unrelated third party.

On October 17, 2014, the Company acquired two properties in Texas for a purchase price of $28.5 million from an
unrelated third party.

On October 30, 2014, AVIV and the Partnership entered into an Agreement and Plan of Merger (the Merger
Agreement ) with Omega Healthcare Investors, Inc. ( Omega ), OHI Healthcare Properties Holdco, Inc., a
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wholly-owned subsidiary of Omega ( Merger Sub ), and OHI Healthcare Properties Limited Partnership, L.P., a
wholly-owned subsidiary of Omega. The Merger Agreement provides for the merger of AVIV with and into Merger
Sub (the Merger ), with Merger Sub surviving as a wholly-owned subsidiary of Omega. At the effective time of the
Merger, and subject to the terms and conditions set forth in the Merger Agreement, each outstanding share of Aviv
common stock will be converted into the right to receive 0.90 shares of Omega common stock.

16. Condensed Consolidating Information

AVIV and certain of the Partnership s direct and indirect wholly owned subsidiaries (the Subsidiary Guarantors) fully
and unconditionally guaranteed, on a joint and several basis, the obligation to pay principal and interest with respect to
the Issuers 2019 Notes and 2021 Notes issued in February 2011, April 2011, March 2012 and October 2013. The 2019
Notes and 2021 Notes were issued by the Partnership and Aviv Healthcare Capital Corporation. Separate financial
statements of the guarantors are not provided, as the consolidating financial information contained herein provides a
more meaningful disclosure to allow investors to determine the nature of the assets held by and the operations of the
respective guarantor and non-guarantor subsidiaries. Other wholly owned subsidiaries (Non-Guarantor Subsidiaries)
that were not included among the Subsidiary Guarantors were not obligated with respect to the 2019 Notes and 2021
Notes. The properties held by the Non-Guarantor Subsidiaries are subject to mortgages. The following summarizes the
Partnership s condensed consolidating information as of September 30, 2014 and December 31, 2013 and for the three
and nine months ended September 30, 2014, and 2013:
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CONDENSED CONSOLIDATING BALANCE SHEET

Assets

Net real estate

Cash and cash equivalents
Deferred finance costs, net

Other

Investment in and due from related
parties, net

Total assets

Liabilities and partners capital
Secured loan

Unsecured loan

Line of credit

Accrued interest payable

Dividends and distributions payable
Accounts payable and accrued expenses
Tenant security and escrow deposits
Other liabilities

Total liabilities
Total partners capital

Total liabilities and partners capital
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As of September 30, 2014

(in thousands)

(unaudited)

Subsidiary

Issuers Guarantors

$ 49 $ 1,523,158

14,689 637
17,637

27,042 75,088
1,560,447

$1,619,864 $ 1,598,883

$ $

652,410
175,000
10,857
21,078

987 10,885

140 23,684

1,152 9,267

861,624 43,836

758,240 1,555,047

$1,619,864 $ 1,598,883

33

Guarantor
Subsidiaries

$

Non-

15,708
508

14
2,958

19,188

13,478

46

22
242
13,788

5,400

19,188

Eliminations

$

(1,560,447)

Consolidated

$ 1,538,915

15,834
17,651
105,088

$ (1,560,447) $ 1,677,488

(1,560,447)

$

13,478
652,410
175,000

10,903

21,078

11,894

24,066

10,419

919,248
758,240

$ (1,560,447) $ 1,677,488
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CONDENSED CONSOLIDATING BALANCE SHEET

Assets

Net real estate

Cash and cash equivalents
Deferred finance costs, net

Other

Investment in and due from related
parties, net

Total assets

Liabilities and partners capital
Secured loan

Unsecured loan

Line of credit

Accrued interest payable

Dividends and distributions payable
Accounts payable and accrued expenses
Tenant security and escrow deposits
Other liabilities

Total liabilities
Total partners capital

Total liabilities and partners capital
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As of December 31, 2013

(in thousands)

(unaudited)

Issuers

$ 55
50,709
12,681
25,260

1,168,729

$ 1,257,434

652,752

14,750
17,694
2,082
765
946

688,989
568,445

$ 1,257,434

$ 1,148,057 $
(714)
3,948
71,372

$ 1,222,663 $

20,000
487

8,473
20,572
9,517

59,049
1,163,614

$ 1,222,663 $

34

Non-
Subsidiary  Guarantor
Guarantors Subsidiaries

15,376
769

14
2,906

19,065

13,654

47

249

13,950

5,115

19,065

Eliminations Consolidated

$ $ 1,163,488
50,764
16,643
99,538

(1,168,729)

$ (1,168,729) $ 1,330,433

$ $ 13,654
652,752

20,000

15,284

17,694

10,555

21,586

10,463

761,988
(1,168,729) 568,445

$ (1,168,729) $ 1,330,433
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CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

Issuers
Revenues
Rental income $
Interest on loans and financing lease 278
Interest and other income 8
Total revenues 286
Expenses
Interest expense incurred 12,237
Amortization of deferred financing costs 988
Depreciation and amortization 2
General and administrative 1,982
Transaction costs 52
Loss on impairment
Reserve for uncollectible loan receivables
and other receivables
Loss on sale of assets, net
Loss on extinguishment of debt
Total expenses 15,261
Net (loss) income (14,975)
Equity in income (loss) of subsidiaries 27,010
Net income (loss) allocable to units $ 12,035
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For the Three Months Ended September 30, 2014

(in thousands)

(unaudited)

$ 45715
823
183

46,721

11,414
3,301
1,168
1,479

9
2,445
19,816

26,905

$ 26,905

35

$

Non-
Subsidiary Guarantor
Guarantors Subsidiaries

364

364

139

106
14

259

105

105

$

(27,010)

$ (27,010)

$

$

Eliminations Consolidated

46,079
1,101
191

47,371
12,376
988
11,522
5,297
1,220
1,479
9
2,445
35,336

12,035

12,035
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CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
For the Three Months Ended September 30, 2013
(in thousands)

(unaudited)

Non-
Subsidiary = Guarantor
Issuers Guarantors Subsidiaries Eliminations Consolidated

Revenues

Rental income $ $ 31,005 $ 688 $ $ 31,693
Interest on loans and financing lease 262 869 1,131
Interest and other income 49 49
Total revenues 262 31,923 688 32,873
Expenses

Interest expense incurred 7,641 795 141 8,577
Amortization of deferred financing costs 369 441 810
Depreciation and amortization 2 8,130 170 8,302
General and administrative 1,393 2,458 16 3,867
Transaction costs 536 674 1,210
Reserve for uncollectible loan receivables

and other receivables 27 27
Loss on sale of assets, net 13 13
Total expenses 9,941 12,525 340 22,806
Net (loss) income (9,679) 19,398 348 10,067
Equity in income (loss) of subsidiaries 19,746 (19,746)

Net income (loss) allocable to units $ 10,067 $ 19,398 $ 348 $ (19,746) $ 10,067
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CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

For the Nine Months Ended September 30, 2014

Revenues

Rental income

Interest on loans and financing lease
Interest and other income

Total revenues

Expenses

Interest expense incurred

Amortization of deferred financing costs
Depreciation and amortization

General and administrative

Transaction costs

Loss on impairment

Reserve for uncollectible loan receivables
and other receivables

Loss on sale of assets, net

Loss on extinguishment of debt

Total expenses

Net (loss) income
Equity in income (loss) of subsidiaries

Net income (loss) allocable to units

Table of Contents

(in thousands)

(unaudited)

Non-
Subsidiary  Guarantor

Issuers Guarantors Subsidiaries Eliminations
$ $ 126869 $ 1,072 %
727 2,536
482 750
1,209 130,155 1,072
34,903 1,167 419
2,288 656
6 31,155 309
6,855 10,044 61
134 3,678 1
2,341
3,211 298
2,458
501
47,397 52,298 790
(46,188) 77,857 282
78,139 (78,139)

$ 31951 $ 77857 $ 282§ (78,139)
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Consolidated

$

$

127,941
3,263
1,232

132,436
36,489
2,944
31,470
16,960
3,813
2,341
3,509
2,458
501
100,485

31,951

31,951
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CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
For the Nine Months Ended September 30, 2013
(in thousands)

(unaudited)

Non-
Subsidiary Guarantor
Issuers Guarantors Subsidiaries Eliminations Consolidated

Revenues

Rental income $ $ 96666 $ 2540 $ $ 99,206
Interest on loans and financing lease 836 2,436 3,272
Interest and other income 5 123 128
Total revenues 841 99,225 2,540 102,606
Expenses

Interest expense incurred 22,932 6,200 467 29,599
Amortization of deferred financing costs 1,094 1,422 2,516
Depreciation and amortization 4 23,881 514 24,399
General and administrative 13,714 7,364 72 21,150
Transaction costs 718 1,173 15 1,906
Reserve for uncollectible loan receivables

and other receivables (10) 77 (10) 57
Loss (gain) on sale of assets, net 374 (400) (26)
Loss on extinguishment of debt 10,974 10,974
Total expenses 38,452 51,465 658 90,575
Net (loss) income (37,611) 47,760 1,882 12,031
Equity in income (loss) of subsidiaries 49,642 (49,642)

Net income (loss) allocable to units $ 12,031 $ 47760 $ 1,882 $ (49,642) $ 12,031
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CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS

For the Nine Months Ended September 30, 2014

Net cash (used in) provided by operating
activities

Investing activities

Purchase of real estate

Proceeds from sales of real estate, net
Capital improvements

Development projects

Loan receivables received from others
Loan receivables funded to others

Net cash used in investing activities
Financing activities

Borrowings of debt

Repayment of debt

Payment of financing costs

Capital contributions

Public offering proceeds

Cost of raising capital

Units issued for settlement of vested stock
and exercised unit options, net
Cash distributions to partners

Net cash provided by (used in) financing
activities

Net (decrease) increase in cash and cash
equivalents

Cash and cash equivalents:

Beginning of period

End of period
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(in thousands)

(unaudited)
Non-
Subsidiary  Guarantor
Issuers Guarantors
$(358,512) $ 428,124 $ 476
(368,870)
1,337
(9,673) (620)
(30,316)
2,102 5,511
(7,648) (4,762)
(5,546) (406,773) (620)
185,000 98,000
(10,000) (118,000) (117)
(4,588)
60
221,720
(10,551)
3,053
(56,656)
328,038 (20,000) (117)
(36,020) 1,351 (261)
50,709 (714) 769
$ 14,689 $ 637 $ 508
39

$ $

$ $

Subsidiaries Eliminations Consolidated

70,088

(368,870)
1,337
(10,293)
(30,316)
7,613
(12,410)

(412,939)
283,000
(128,117)

(4,588)
60
221,720

(10,551)
3,053

(56,646)
307,921

(34,930)
50,764

15,834
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CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Nine Months Ended September 30, 2013

(in thousands)

(unaudited)
Non-
Subsidiary ~ Guarantor

Issuers Guarantors Subsidiaries Eliminations Consolidated
Net cash (used in) provided by operating
activities $(220,414) $ 259,381 $ 2572) $ $ 36,395
Investing activities
Purchase of real estate (38,076) (38,076)
Proceeds from sales of real estate, net 1,772 3,070 4,842
Capital improvements (6) (9,865) (38) (9,909)
Development projects (14,380) (14,380)
Loan receivables received from others 2,041 1,181 3,222
Loan receivables funded to others (370) (2,387) 2,707)
Net cash provided by (used in) investing
activities 1,665 (61,705) 3,032 (57,008)
Financing activities
Borrowings of debt 160,000 160,000
Repayment of debt (353,091) (112) (353,203)
Payment of financing costs (5,290) (5,290)
Capital contributions 425 425
Initial public offering proceeds 303,600 303,600
Cost of raising capital (25,380) (25,380)
Cash distributions to partners (65,183) (65,183)
Net cash provided by (used in) financing
activities 213,462 (198,381) (112) 14,969
Net increase (decrease) in cash and cash
equivalents (5,287) (705) 348 (5,644)
Cash and cash equivalents:
Beginning of period 16,869 (1,861) 526 17,876
End of period $ 11,582 $ (2566) $ 874 $ $ 12,232
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Item 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS
Special Note Regarding Forward-looking Statements

The information presented herein includes forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as
amended, or the Exchange Act. Forward-looking statements provide our current expectations or forecasts of future
events. Forward-looking statements include statements about our expectations, beliefs, intentions, plans, objectives,
goals, strategies, future events, performance and underlying assumptions and other statements that are not historical
facts. Examples of forward-looking statements include all statements regarding our expected future financial position,
results of operations, cash flows, liquidity, financing plans, business strategy, projected growth opportunities and
potential acquisitions, plans and objectives of management for future operations, and compliance with and changes in
governmental regulations. You can identify forward-looking statements by their use of forward-looking words, such
as may, will, anticipate, expect, believe, estimate, intend, plan, should, seek or comparable terms.
of those words, but the absence of these words does not necessarily mean that a statement is not forward-looking.

These forward-looking statements are made based on our current expectations and beliefs concerning future events
affecting us and are subject to uncertainties and factors relating to our operations and business environment, all of
which are difficult to predict and many of which are beyond our control, that could cause our actual results to differ
materially from those matters expressed in or implied by these forward-looking statements. Important factors, risks
and uncertainties that could cause actual results to differ materially from our expectations include those disclosed
under Part I, Item 1A, Risk Factors in our Annual Report on Form 10-K for the year ended December 31, 2013 and
elsewhere in filings made by us with the Securities and Exchange Commission, or the SEC. These factors include,
among others: uncertainties relating to the operations of our operators, including those relating to reimbursement by
government and other third-party payors, compliance with regulatory requirements and occupancy levels; our ability
to successfully engage in strategic acquisitions and investments; competition in the acquisition and ownership of
healthcare properties; our ability to monitor our portfolio; environmental liabilities associated with our properties; our
ability to re-lease or sell any of our properties; the availability and cost of capital; changes in interest rates; the amount
and yield of any additional investments; changes in tax laws and regulations affecting real estate investment trusts, or
REITs; and our ability to maintain our status as a REIT.

There may be additional risks of which we are presently unaware or that we currently deem immaterial. You are
cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date as of
which such statements are made. Forward-looking statements are not guarantees of future performance. Except as
required by law, we do not undertake any responsibility to release publicly any revisions to these forward-looking
statements to take into account events or circumstances that occur after the date as of which such statements are made
or to update you on the occurrence of any unanticipated events which may cause actual results to differ from those
expressed or implied by the forward-looking statements contained herein.

Overview

Aviv REIT, Inc., or AVIV, is a self-administered REIT, specializing in the ownership of post-acute and long-term

care skilled nursing facilities, or SNFs. AVIV is the sole general partner of Aviv Healthcare Properties Limited

Partnership, or the Partnership. Unless the context requires otherwise or except as otherwise noted, as used herein the

words we, the Company, wus and our referto Aviv REIT, Inc., its controlled subsidiaries, Aviv Healthcare Propertie
Limited Partnership and its controlled subsidiaries collectively, as the operations of the two aforementioned entities

are materially comparable for the periods presented. We have been in the business of investing in SNFs for over 30

years, including through our predecessors. Our properties are leased through triple-net leases to third-party operators
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who have responsibility for the operation of the facilities. We are entitled to a cash rental stream from these operators
under our leases. Our management team has an extensive track record and knowledge of healthcare real estate. We
believe that we own one of the largest and highest-quality SNF portfolios in the United States.

As of September 30, 2014, our portfolio consisted of 313 properties in 29 states and operated by 38 third-party
operators. We have a geographically diversified portfolio, with no state representing more than 18.3% of our
contractual rent as of September 30, 2014. Our properties are leased to a diversified group of operators, with no single
operator representing more than 11.8% of our contractual rent as of September 30, 2014. When we refer to the
contractual rent of our portfolio, we are referring to the total monthly rent due under all of our triple-net leases as of
the date specified, calculated based on the first full month following the specified date.

We cultivate long-term relationships with our operators and, as of September 30, 2014, 62% of our properties are
leased to operators with whom we have had a relationship for at least five years, and many of our properties are leased
to operators with whom we have had a relationship for at least ten years. We believe we will continue to access
potential new investment opportunities as a result of our relationships with existing operators and our network of other
market-leading operators.

41
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We structure our triple-net leases to generate attractive returns on a long-term basis. Under our triple-net leases, our
operators are responsible for all operating costs and expenses related to the property, including maintenance and repair
obligations and other capital expenditures. Our leases typically have initial terms of 10 years or more and include
annual rent escalators of approximately 2%. We often enter into lease extensions during the term of the lease in
connection with additional acquisitions, reinvestment projects and other opportunities that arise. Leases representing
99.5% of our contractual rent as of September 30, 2014 are supported by personal and/or corporate guarantees and
leases representing 87.0% of our contractual rent for the same period are master leases or leases with cross-default
provisions, which master leases and cross-default provisions provide us with significant credit support for our rents.
Our leases also typically require security deposits of several months rent. As of September 30, 2014, 15.1% of our
leases are scheduled to expire before 2019.

We finance investments through borrowings under our credit facility, issuances of unsecured senior notes and equity
securities, project-specific first mortgages or a combination of these methods. We compete with other public and
private companies who provide lease and/or mortgage financing to operators of a variety of different types of
healthcare properties. While the overall landscape for healthcare finance is competitive, we are disciplined and
selective about the investments we make and have a strong track record of identifying qualified operators and
attractive markets in which to invest. We have built a high-quality and strategically-diversified portfolio of operators
and properties.

Factors Affecting Our Business and the Business of Our Operators

The continued success of our business is dependent on a number of macroeconomic and industry trends. Many of
these trends will influence our ongoing ability to find suitable investment properties while other factors will impact
our operators ability to conduct their operations profitably and meet their obligations to us.

Industry Trends

One of the primary trends affecting our business is the long-term increase in the average age of the U.S. population.
This increase in life expectancy is expected to be a primary driver for growth in the healthcare and SNF industry. We
believe this demographic trend is resulting in an increased demand for services provided to the elderly. We believe
that the low cost healthcare setting of a SNF will benefit our operators and facilities in relation to higher-cost
healthcare providers. We believe that these trends will support a growing demand for the services provided by SNF
operators, which in turn will support a growing demand for our properties.

The growth in demand for services provided to the elderly has resulted in an increase in healthcare spending. The
Centers for Medicare and Medicaid Services, or CMS, and the Office of the Actuary forecast that U.S. healthcare
expenditures will increase from approximately $2.7 trillion in 2011 to approximately $4.8 trillion in 2021.
Furthermore, according to CMS, national expenditures for SNFs are expected to grow from approximately

$151 billion in 2011 to approximately $255 billion in 2021, representing a compound annual growth rate, or CAGR,
of 5.4%. On July 31, 2013, CMS issued its final rate for fiscal year 2014 Medicare payment rates for SNFs. Based on
the changes contained in the final rule, CMS estimates that total Medicare payments to SNFs will increase by $470
million, or 1.3%, for fiscal year 2014, which began on October 1, 2013.

Liquidity and Access to Capital
Our single largest cost is the interest expense we incur on our debt obligations. In order to continue to expand and
optimize our capital to expand our portfolio, we rely on access to the capital markets on an ongoing basis. We seek to

balance this goal against maintaining ready access to funds to make investments at the time opportunities arise. We
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have extensive experience in and a successful track record of raising debt and equity capital over the past 30 years.

Our indebtedness is comprised principally of the unsecured obligations under our 2019 Notes, our 2021 Notes and our
Credit Facility, each described in further detail under ~ Liquidity and Capital Resources Indebtedness Outstanding .
Substantially all of such indebtedness is scheduled to mature in 2018 or thereafter.

Factors Affecting Our Operators Profitability

Our revenues are derived from rents we receive from triple-net leases with our operators. Certain economic factors
present both opportunities and risks to our operators and, therefore, influence their ability to meet their obligations to
us. Our operators revenues are largely derived from third-party sources. Therefore, we indirectly rely on these same
third-party sources to obtain our rents. The third-party payments include approximately 75% from the federal
Medicare program and state Medicaid programs and approximately 25% from private insurance companies or
private-pay residents. The sources and amounts of our operators revenues are determined by a
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number of factors, including licensed bed capacity, occupancy rates, the healthcare needs of residents and the rate of
reimbursement. Changes in the profile of the residents as well as the mix of payor types, including private pay,
Medicare and Medicaid, may significantly affect our operators profitability and, in turn, their ability to meet their
obligations to us. Managing, billing and successfully collecting third-party payments is a relatively complex activity
that requires significant experience and is critical to the successful operation of a SNF. We believe the portfolio
occupancy, the quality mix of our portfolio and resulting reimbursement rates have remained relatively stable over
recent years.

Results of Operations

This Quarterly Report on Form 10-Q contains unaudited financial statements and other financial data for each of
AVIV and the Partnership. As noted above, AVIV is the sole general partner of the Partnership and, as of
September 30, 2014, owned 80.5% of the economic interest in the Partnership. All of the Company s operations are
conducted by the Partnership which is consolidated by AVIV for financial reporting purposes, and therefore the
following information is the same for AVIV and the Partnership.

Three Months Ended September 30, 2014 and 2013
Revenues

Revenues increased $14.5 million, or 44.1%, from $32.9 million for the three months ended September 30, 2013 to
$47.4 million for the same period in 2014. The primary increase is a rental income increase of $14.4 million, or
45.4%, from $31.7 million for the three months ended September 30, 2013 to $46.1 million for the same period in
2014. The increase is primarily due to additional cash rent of approximately $10.6 million associated with acquisitions
and investments made during 2013 and 2014. There were no material changes to renewed leases or rent increases
associated with tenant improvements during the quarter.

Expenses

Expenses increased $12.5 million, or 54.9%, from $22.8 million for the three months ended September 30, 2013 to
$35.3 million for the same period in 2014. The increase was primarily due to increases of $3.8 million in interest
expense incurred, $3.2 million in depreciation and amortization, $1.4 million in general and administrative expenses
and $2.4 million in loss on sale of assets, net.

Detailed changes in our expenses for the three months ended September 30, 2014 compared to the same period in
2013 were as follows:

Interest expense incurred increased $3.8 million, or 44.3%, from $8.6 million for the three months ended
September 30, 2013 to $12.4 million for the same period in 2014. The increase was a result of an increase in
interest related to the bonds issued in the fourth quarter of 2013 offset by the decrease in interest related to
the pay down of debt.

Amortization of deferred financing costs remained materially consistent for the three months ended
September 30, 2013 compared to the same period in 2014.
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Depreciation and amortization expense increased $3.2 million, or 38.8%, from $8.3 million for the three
months ended September 30, 2013 to $11.5 million for the same period in 2014. The increase was a result of
an increase in depreciation expense associated with newly acquired facilities and facilities placed into
service during 2013 and 2014.

General and administrative expense increased $1.4 million, or 37.0%, from $3.9 million for the three months
ended September 30, 2013 to $5.3 million for the same period in 2014. This increase was primarily due to an
increase in non-cash stock-based compensation expense related to the 2013 Long-Term Incentive Plan and
an increase in salaries and bonuses as a result of the hiring of additional employees.

Transaction costs remained materially consistent for the three months ended September 30, 2014 compared
to the same period in 2013.

Loss on impairment of assets expense was $1.5 million and $0 for the three months ended September 30,
2014 and 2013, respectively. The increase was due to a non-cash loss on one facility in the third quarter of
2014 where a portion of the carrying value was not deemed recoverable. The property is under contract to be
sold in the fourth quarter.

Reserve for uncollectible loan and accounts receivable remained materially consistent for the three months
ended September 30, 2014 compared to the same period in 2013.

Loss on sale of assets, net, increased $2.4 million from $0 for the three months ended September 30, 2013 to
$2.4 million for the same period in 2014. The increase is due to the sale of five non-strategic assets in the
third quarter 2014. In connection with the sale, the existing operators will continue to pay the Company 90%
of the remaining contractual rent owed of approximately $6.9 million under the cross defaulted existing
triple-net leases.
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Nine Months Ended September 30, 2014 and 2013
Revenues

Revenues increased $29.8 million, or 29.1%, from $102.6 million for the nine months ended September 30, 2013 to
$132.4 million for the same period in 2014. Detailed changes in revenues for the nine months ended September 30,
2014 compared to the same period in 2013 were as follows:

Rental income increased $28.7 million, or 29.0%, from $99.2 million for the nine months ended
September 30, 2013 to $127.9 million for the same period in 2014. The increase is primarily due to
additional cash rent of approximately $26.9 million associated with acquisitions and investments made
during 2013 and 2014. There were no material changes to renewed leases or rent increases associated with
tenant improvements for the nine months ended September 30, 2014.

Interest on loans remained materially consistent for the nine months ended September 30, 2014 compared to
the same period in 2013.

Interest and other income increased $1.1 million from $0.1 million for the nine months ended September 30,
2013 to $1.2 million for the same period in 2014. The increase is primarily due to non-recurring income
from the sale of bed licenses at two facilities.

Expenses

Expenses increased $9.9 million, or 10.9%, from $90.6 million for the nine months ended September 30, 2013 to
$100.5 million for the same period in 2014. The increase was primarily due to increases of $7.1 million in
depreciation and amortization, $3.5 million in reserve for uncollectible loans and other receivables, $6.9 million in
interest expense incurred and $2.5 million in loss on sale of assets offset by a decrease of $10.5 million in loss on
extinguishment of debt and $4.2 million in general and administrative expenses.

Detailed changes in our expenses for the nine months ended September 30, 2014 compared to the same period in 2013
were as follows:

Interest expense incurred increased $6.9 million, or 23.3%, from $29.6 million for the nine months ended
September 30, 2013 to $36.5 million for the same period in 2014. The increase was a result of an increase in
interest related to the bonds issued in the fourth quarter of 2013 offset by the decrease in interest related to
the pay down of debt.

Amortization of deferred financing costs remained materially consistent for the nine months ended
September 30, 2014 compared to the same period in 2013.
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Depreciation and amortization expense increased $7.1 million, or 29.0%, from $24.4 million for the nine
months ended September 30, 2013 to $31.5 million for the same period in 2014. The increase was a result of
an increase in depreciation expense associated with newly acquired facilities and facilities placed into
service during 2013 and 2014.

General and administrative expense decreased $4.2 million, or 19.8%, from $21.2 million for the nine
months ended September 30, 2013 to $17.0 million for the same period in 2014. This decrease was primarily
due to $9.7 million of non-cash stock-based compensation expense that was recorded as a result of the
vesting of outstanding options in connection with the TPO in 2013 compared to $3.6 million of non-cash
stock based compensation expense that was recorded in 2014 related to the 2013 Long-Term Incentive Plan,
partially offset by a $1.7 million increase in salaries and bonuses as a result of the hiring of additional
employees.

Transaction costs increased $1.9 million from $1.9 million for the nine months ended September 30, 2013 to
$3.8 million for the same period in 2014. This increase was primarily due to the acquisition of 38 properties
during the nine months ended September 30, 2014 compared to the acquisition of only eight properties
during the same period in 2013.

Loss on impairment of assets expense was $2.3 million and $0 for the nine months ended September 30,
2014 and 2013, respectively. The increase was due to a non-cash loss on one facility in the first quarter and
one facility in the third quarter of 2014 where a portion of the carrying value was not deemed recoverable.

Reserve for uncollectible loan and accounts receivable increased $3.5 million from $0 for the nine months
ended September 30, 2013 to $3.5 million for the same period in 2014. This increase was primarily due to
additional expense incurred to reserve against outstanding loans and other receivable balances related to two
operators in 2014.
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Loss (gain) on sale of assets, net, increased $2.5 million from $0 for the three months ended September 30,
2013 to a loss of $2.5 million for the same period in 2014. The increase is due to the sale of five
non-strategic assets in the third quarter 2014. In connection with the sale, the existing operators will continue
to pay the Company 90% of the remaining contractual rent owed of approximately $6.9 million under the
cross defaulted existing triple-net leases.

Loss on extinguishment of debt decreased $10.5 million, or 95.4%, from $11.0 million for the nine months
ended September 30, 2013 to $0.5 million for the same period in 2014. The decrease primarily relates to the
non-cash write-offs related to debt that was settled in conjunction with the IPO in 2013.

Liquidity and Capital Resources

We expect to meet our short-term liquidity requirements generally through net cash provided by operations, existing
cash balances and, if necessary, short-term borrowings. We believe that the net cash provided by operations and
availability under our Credit Facility, as defined below, will be adequate to fund our operating requirements, debt
service, the payment of dividends, new construction and reinvestment projects in accordance with REIT requirements
of the U.S. federal income tax laws for the next twelve months. We expect to meet our long-term liquidity
requirements, such as scheduled debt maturities, property acquisitions, new construction and reinvestment projects,
through long-term secured and unsecured borrowings, the issuance of additional equity securities or, in connection
with acquisitions of additional properties, the issuance of OP units of the Partnership.

We intend to repay indebtedness incurred under our Credit Facility from time to time, to provide capacity for
acquisitions or otherwise, out of cash flow and from the proceeds of issuances of unsecured notes, additional shares of
common stock of AVIV and other securities. We intend to invest in additional properties and portfolios as suitable
opportunities arise and adequate sources of financing are available. We are currently evaluating additional potential
investments consistent with the normal course of our business. These potential investments are in various stages of
evaluation with both existing and new operators and include acquisitions, construction projects, capital reinvestment
projects and other investment opportunities. There can be no assurance as to whether or when any portion of these
investments will be completed. Our ability to complete investments is subject to a number of risks and variables,
including our ability to negotiate mutually agreeable terms with the counterparties and our ability to finance the
purchase price. We may not be successful in identifying and consummating suitable acquisitions or investment
opportunities, which may impede our growth and negatively affect our results of operations and may result in the use
of a significant amount of management resources. We expect that future investments in properties will depend on and
will be financed by, in whole or in part, our existing cash, the proceeds from additional issuances of unsecured notes
or shares of common stock of AVIV, or other securities or borrowings (including borrowings under our Credit
Facility).

Cash Flows

Nine months ended September 30, 2014 compared to nine months ended September 30, 2013:

Cash provided by operations increased $33.7 million from $36.4 million for the nine months ended
September 30, 2013 to $70.1 million for the same period in 2014. The increase was primarily due to a $23.7
million increase in cash from rental income related to properties acquired during 2013 and 2014, $5.3
million increase in cash from tenant security deposits, $3.2 million increase in cash as a result of the timing
of accounts payable and accrued expenses during the nine months ended September 30, 2014 compared with
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the same period in 2013.

Cash used in investing activities increased $355.9 million from $57.0 million for the nine months ended
September 30, 2013 to $412.9 million for the same period in 2014. This increase was primarily due to the
increase in funds used for the purchase of real estate investments, development projects and capital
improvements in the nine months ended September 30, 2014, as compared to the same period in 2013.

Cash provided by financing activities increased $293.0 million from $15.0 million for the nine months ended
September 30, 2013 to $307.9 million for the same period in 2014. The increase was primarily due to a
decrease of $348.1 million in net debt borrowings and repayments, offset by a decrease in net public offering
proceeds of $81.9 million in 2014 as compared to the same period in 2013.

April 2014 Public Offering of Shares of Common Stock of AVIV

On April 9, 2014, AVIV priced its underwritten public offering of 8,000,000 shares of common stock at a public
offering price of $24.10 per share. The underwriters had a 30-day option to purchase up to an additional 1,200,000
shares of common stock, which was exercised in full on April 10, 2014. The Company received net proceeds from the
offering of approximately $211.3 million, after deducting discounts, commissions and other offering costs. On

April 15, 2014, the Company used approximately $118.0 million of the net proceeds from the offering to repay all
outstanding indebtedness under the Revolving Credit Facility (as defined below). The remaining proceeds of
approximately $93.7 million were used for general corporate purposes, including the potential acquisition of
additional properties.
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Our indebtedness outstanding consists principally of borrowings under our 2019 Notes, 2021 Notes, and Credit
Facility. We had total indebtedness of approximately $840.9 million (inclusive of our debt premium) outstanding as of
September 30, 2014. Substantially all of such indebtedness is scheduled to mature in 2016 or thereafter.

As of September 30, 2014, we were in compliance with all of the financial covenants of our outstanding debt and
lease agreements and the indentures governing our 2019 Notes, 2021 Notes, and Credit Facility.

7%,% Senior Notes due 2019

In February 2011, April 2011, and March 2012, we, through the Partnership and Aviv Healthcare Capital Corporation,
or the Issuers, issued an aggregate of $400 million of 7 %% Senior Notes due 2019, which we refer to as the 2019
Notes, in a series of private placements. The Issuers subsequently conducted exchange offers in which all of the 2019
Notes issued in the aforementioned private placements were exchanged for freely tradable notes that have been
registered under the Securities Act. Each of the Issuers is a majority owned subsidiary of AVIV. The obligations
under the 2019 Notes are fully and unconditionally guaranteed, jointly and severally, on an unsecured basis, by AVIV
and certain of our existing and, subject to certain exceptions, future subsidiaries.

The 2019 Notes are unsecured senior obligations of the Issuers and will mature on February 15, 2019. The 2019 Notes
bear interest at a rate of 7.75% per annum, payable semiannually to holders of record at the close of business on the
February 1 or the August 1 immediately preceding the interest payment dates of February 15 and August 15 of each
year. Premiums of approximately $2.75 million and $1.0 million were associated with the offerings of the $100
million of 2019 Notes in April 2011 and the $100 million of 2019 Notes in March 2012, respectively. The premiums
will be amortized as an adjustment to the yield on the 2019 Notes over their term.

The 2019 Notes are redeemable at the option of the Issuers, in whole or in part, at any time, and from time to time, on
or after February 15, 2015, at the redemption prices set forth in the indenture governing the 2019 Notes, plus accrued
and unpaid interest to the applicable redemption date. In addition, prior to February 15, 2015, the Issuers may redeem
all or a portion of the 2019 Notes at a redemption price equal to 100% of the principal amount of the 2019 Notes
redeemed, plus a make-whole premium, plus accrued and unpaid interest to the applicable redemption date.

The indenture governing the 2019 Notes contains restrictive covenants that, among other things, restrict the ability of
AVIV, the Issuers and their restricted subsidiaries to: (i) incur or guarantee additional unsecured indebtedness;

(i1) incur or guarantee secured indebtedness; (iii) pay dividends or distributions on, or redeem or repurchase, their
capital stock; (iv) make certain investments or other restricted payments; (v) sell assets; (vi) create liens on their
assets; (vii) enter into transactions with affiliates; (viii) merge or consolidate or sell all or substantially all of their
assets; and (ix) pay dividends or other amounts to AVIV. The indenture governing the 2019 Notes also provides for
customary events of default, including, but not limited to, the failure to make payments of interest or premium, if any,
on, or principal of, the 2019 Notes, the failure to comply with certain covenants and agreements specified in the
indenture governing the 2019 Notes for a period of time after notice has been provided, the acceleration of other
indebtedness resulting from the failure to pay principal on such other indebtedness prior to its maturity and certain
events of insolvency. If any event of default occurs, the principal of, premium, if any, and accrued interest on all of the
then outstanding 2019 Notes may become due and payable immediately.

6% Senior Notes due 2021
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In October 2013, the Issuers issued $250 million of 6% Senior Notes due 2021, or the 2021 Notes, and together with
the 2019 Notes, the Senior Notes, in a private placement. The Issuers subsequently conducted an exchange offer in
which all of the 2021 Notes issued in the aforementioned private placement were exchanged for freely tradable notes
that have been registered under the Securities Act. The obligations under the 2021 Notes are fully and unconditionally
guaranteed, jointly and severally, on an unsecured basis, by AVIV and certain of our existing and, subject to certain
exceptions, future subsidiaries.

The 2021 Notes are unsecured senior obligations of the Issuers and will mature on October 15, 2021. The 2021 Notes
bear interest at a rate of 6.00% per annum, payable semiannually to holders of record at the close of business on the
April 1 or the October 1 immediately preceding the interest payment dates of April 15 and October 15 of each year.
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The 2021 Notes are redeemable at the option of the Issuers, in whole or in part, at any time, and from time to time, on
or after October 15, 2017, at the redemption prices set forth in the indenture governing the 2021 Notes, plus accrued
and unpaid interest to the applicable redemption date. In addition, prior to October 15, 2017, the Issuers may redeem
all or a portion of the 2021 Notes at a redemption price equal to 100% of the principal amount of the 2021 Notes
redeemed, plus a make-whole premium, plus accrued and unpaid interest to the applicable redemption date. At any
time, or from time to time, on or prior to October 15, 2016, the Issuers may redeem up to 35% of the principal amount
of the 2021 Notes, using the proceeds of specific kinds of equity offerings, at a redemption price of 106% of the
principal amount to be redeemed, plus accrued and unpaid interest, if any, to the applicable redemption date.

The indenture governing the 2021 Notes contains restrictive covenants that, among other things, restrict the ability of
AVIV, the Issuers and their restricted subsidiaries to: (i) incur or guarantee additional unsecured indebtedness;

(i1) incur or guarantee secured indebtedness; (iii) pay dividends or distributions on, or redeem or repurchase, their
capital stock; (iv) make certain investments or other restricted payments; (v) sell assets; (vi) create liens on their
assets; (vii) enter into transactions with affiliates; (viii) merge or consolidate or sell all or substantially all of their
assets; and (ix) pay dividends or other amounts to AVIV. The indenture governing the 2021 Notes also provides for
customary events of default, including, but not limited to, the failure to make payments of interest or premium, if any,
on, or principal of, the 2021 Notes, the failure to comply with certain covenants and agreements specified in the
indenture governing the 2021 Notes for a period of time after notice has been provided, the acceleration of other
indebtedness resulting from the failure to pay principal on such other indebtedness prior to its maturity, and certain
events of insolvency. If any event of default occurs, the principal of, premium, if any, and accrued interest on all the
then outstanding 2021 Notes may become due and payable immediately.

Credit Facility

On May 14, 2014, we, through the Partnership and Aviv Healthcare Capital Corporation, with certain of our
subsidiaries as guarantors, entered into a $600 million unsecured revolving credit facility with Bank of America, N.A.
(as amended from time to time, the Credit Facility). The Credit Facility has an accordion feature that may allow us to
increase the availability thereunder by an additional $200 million to a total availability of $800 million. The Credit
Facility had an outstanding balance of $175.0 million as of September 30, 2014.

On each payment date, we pay interest only in arrears on any outstanding principal balance of the Credit Facility. The
Credit Facility bears interest at the rate of LIBOR plus a margin of 170 basis points to 225 basis points, depending on
our leverage ratio, and the applicable margin was 170 basis points as of September 30, 2014. If the Partnership
achieves an investment grade rating on senior unsecured long-term debt from at least two of S&P, Fitch and Moody s,
or investment grade status, then the margin reduces to 90 basis points to 170 basis points, depending on the quality of
the investment grade rating. The initial term of the Credit Facility expires on May 14, 2018, with a one-year extension
option provided that certain conditions precedent are satisfied. The proceeds from the Credit Facility are available for
general corporate purposes.

The Credit Facility may be repaid from time to time at our option, and amounts repaid under the Credit Facility may
be redrawn. Prior to when the Partnership achieves investment grade status, an unused fee equal to 25 basis points to
35 basis points of the unused balance on the Credit Facility is due quarterly. When the Partnership achieves
investment grade status, a facility fee equal to 12.5 basis points to 30 basis points on the aggregate committed amount
under the Credit Facility is due quarterly.

The amount available for us to borrow and our ability to borrow under the Credit Facility is subject to our ongoing
compliance with a number of customary restrictive covenants, including:
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a leverage ratio (defined as consolidated total indebtedness to total asset value) of less than 60%,

an unencumbered leverage ratio (defined as consolidated total unsecured indebtedness to total unencumbered
asset value) of less than or equal to 60%,

a consolidated secured leverage ratio (defined as consolidated total secured indebtedness to total asset value)
of less than or equal to 30%,

a consolidated unsecured interest coverage ratio (defined as net revenue from unencumbered assets to
interest expense on unsecured indebtedness) equal to or greater than 2.00 to 1.00,

a minimum fixed charge coverage ratio (defined as consolidated earnings before interest, taxes, depreciation
and amortization to consolidated fixed charges) of 1.50:1.00,

a minimum tangible net worth equal to at least $539.2 million plus 75% of the net proceeds of any additional
equity issuances, and

if the Partnership has not then achieved investment grade status, secured recourse indebtedness less than or
equal to 10% of the consolidated total asset value.
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Under the Credit Facility, our distributions may not exceed the greater of (i) 95% of our Adjusted Funds From
Operations, as defined therein, or (ii) the amount required for us to qualify and maintain our status as a REIT. If a
default or event of default occurs and is continuing, we may be precluded from making certain distributions.

Other Loans

In June 2012, a wholly-owned indirect subsidiary of AVIV assumed a HUD loan with a balance of approximately
$11.5 million. Interest is a fixed rate of 5.00%. The loan originated in November 2009 with a maturity date of
October 1, 2044 and is based on a 35-year amortization schedule. A premium of $2.5 million was associated with the
assumption of debt and will be amortized as an adjustment to interest expense on the HUD loan over its term. As of
September 30, 2014, the balance of such loan was $11.1 million (excluding $2.4 million of net debt premium
balance).

See Note 8, Debt, in the notes to the unaudited consolidated financial statements included in this report for additional
information.

Contractual Obligations

The following table shows the amounts due in connection with the contractual obligations described below as of
September 30, 2014 (including future interest payments):

Payments Due by Period
Less More
than than
1 Year 1-3 Years 3-5 Years 5 Years Total
(in thousands)

Secured loans $ 716 $ 1431 $ 1431 $ 17,948 $ 21,526
Credit Facility (1) 3,244 6,497 177,160 186,901
6% Senior Notes Due 2021 (2) 15,000 30,000 30,000 280,000 355,000
7 3% Senior Notes due 2019 (3) 31,000 62,000 443,917 536,917
Total $49960 $ 99,928 $ 652,508 $297,948 $1,100,344

(1) Reflects $175 million of borrowings under our Credit Facility.

(2) Reflects $250 million outstanding for our 2021 Notes.

(3) Reflects $400 million outstanding for our 2019 Notes.

Off-Balance Sheet Arrangements

As of September 30, 2014, the Company did not have any off-balance sheet arrangements.

Presentation of Non-GAAP Financial Information

In addition to the results of operations presented above, we are presenting certain supplemental financial measures that
are derived on the basis of methodologies other than in accordance with United States generally accepted accounting
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principles, or GAAP. The non-GAAP financial measures used herein include FFO, Normalized FFO, AFFO, EBITDA
and Adjusted EBITDA. We derive these measures as follows:

FFO is defined by the National Association of Real Estate Investment Trusts, or NAREIT, as net income
(computed in accordance with GAAP), excluding gains and losses from sales of property (net) and
impairments of depreciated real estate, plus real estate depreciation and amortization (excluding amortization
of deferred financing costs) and after adjustments for unconsolidated partnerships and joint ventures.
Applying the NAREIT definition to our financial statements results in FFO representing net income before
depreciation and amortization, loss on impairment, and loss (gain) on sale of assets (net).

Normalized FFO represents FFO before loss on extinguishment of debt, reserves for uncollectible loan
receivables, transaction costs and severance costs.
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AFFO represents Normalized FFO before amortization of deferred financing costs, non-cash stock
(unit)-based compensation, straight-line rental income (net) and rental income from intangible amortization
(net).

EBITDA represents net income before interest expense (net), amortization of deferred financing costs and
depreciation and amortization.

Adjusted EBITDA represents EBITDA before loss on impairment, loss (gain) on sale of assets (net),

transaction costs, write off of straight-line rents, non-cash stock-based compensation, loss on extinguishment

of debt and reserves for uncollectible loan receivables.
Our management uses FFO, Normalized FFO, AFFO, EBITDA and Adjusted EBITDA as important supplemental
measures of our operating performance and liquidity. FFO is intended to exclude GAAP historical cost depreciation
and amortization of real estate and related assets, which assumes that the value of real estate assets diminishes ratably
over time. Historically, however, real estate values have risen or fallen with market conditions. The term FFO was
designed by the real estate industry to address this issue and as an indicator of a company s ability to incur and service
debt. Because FFO, Normalized FFO, and AFFO exclude depreciation and amortization unique to real estate,
impairment, gains and losses from property dispositions and extraordinary items and because EBITDA and Adjusted
EBITDA exclude certain non-cash charges and adjustments and amounts spent on interest and taxes, they provide our
management with performance measures that, when compared year over year or with other REITs, reflect the impact
to operations from trends in occupancy rates, rental rates, operating costs, development activities and, with respect to
FFO, Normalized FFO, and AFFO, interest costs, in each case providing perspectives not immediately apparent from
net income. In addition, we believe that FFO, Normalized FFO, AFFO, EBITDA and Adjusted EBITDA are
frequently used by securities analysts, investors and other interested parties in the evaluation of REITs.

We offer these measures to assist the users of our financial statements in assessing our financial performance and
liquidity under GAAP, but these measures are non-GAAP measures and should not be considered measures of
liquidity, alternatives to net income or indicators of any other performance measure determined in accordance with
GAAP, nor are they indicative of funds available to fund our cash needs, including our ability to make payments on
our indebtedness. In addition, our calculations of these measures are not necessarily comparable to similar measures
as calculated by other companies that do not use the same definition or implementation guidelines or interpret the
standards differently from us. Investors should not rely on these measures as a substitute for any GAAP measure,
including net income, cash flows provided by operating activities or revenues.

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013

Other Information (in thousands)
Net cash flows provided by operating activities $ 25241 $ 14,897 $ 70,088 $ 36,395
Net cash flows used in investing activities (212,245) (15,228) (412,939) (57,008)
Net cash flows provided by (used in) financing
activities 153,782 (2,703) 307,921 14,969
FFO (1) 27,481 18,382 68,220 36,404
Normalized FFO (1) 28,701 19,592 75,745 49,295
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28,800
36,921
43,035
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(1) The following table is a reconciliation of our net income to FFO, Normalized FFO, and AFFO:

Three
Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013

Funds from Operations (in thousands) (in thousands)
Net income $12,035 $10,067 $31,951  $12,031
Depreciation and amortization 11,522 8,302 31,470 24,399
Loss on impairment 1,479 2,341
Loss (gain) on sale of assets, net 2,445 13 2,458 (26)
Funds from Operations 27,481 18,382 68,220 36,404
Loss on extinguishment of debt 501 10,974
Reserve for uncollectible loan receivables 3,211 11
Transaction costs 1,220 1,210 3,813 1,906
Normalized Funds from Operations 28,701 19,592 75,745 49,295
Amortization of deferred financing costs 988 810 2,944 2,516
Non-cash stock-based compensation 970 535 3,602 10,930
Straight-line rental income, net (1,727) 1,227 (3,420) (2,998)
Rental income from intangible amortization, net (132) (365) (539) (1,097)
Adjusted Funds from Operations $28,800 $21,799 $78332  $58,646

The following table is a reconciliation of our cash flows provided by operating activities to FFO, Normalized FFO,
and AFFO:

Nine Months Ended
September 30,

2014 2013
Net cash flows provided by operating activities $70,088 $ 36,395
Reserve for uncollectible loan and other receivables (3,509) 57
Non-cash stock-based compensation (3,602) (10,930)
Amortization of deferred financing costs (2,944) (2,516)
Straight-line rental income, net 3,420 2,998
Rental income from intangible amortization, net 539 1,097
Changes in operating assets and liabilities 4,321 14,201
Non-cash loss on extinguishment of debt (494) (5,161)
Other 401 377
Funds from Operations 68,220 36,404
Loss on extinguishment of debt 501 10,974
Reserve for uncollectible loan receivables 3,211 11
Transaction costs 3,813 1,906
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Normalized Funds from Operations
Amortization of deferred financing costs
Non-cash stock-based compensation
Straight-line rental income, net

Rental income from intangible amortization, net

Adjusted Funds from Operations
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The following table is a reconciliation of our net income to EBITDA and Adjusted EBITDA:

Three Months Ended Nine Months Ended

September 30, September 30,
2014 2013 2014 2013

Net income $ 12,035 $10,067 $ 31,951 $12,031
Interest expense, net 12,376 8,577 36,488 29,598
Amortization of deferred financing costs 988 810 2,944 2,516
Depreciation and amortization 11,522 8,302 31,470 24,399
EBITDA 36,921 27,756 102,853 68,544
Loss on impairment 1,479 2,341

Loss (gain) on sale of assets, net 2,445 13 2,458 (26)
Transaction costs 1,220 1,210 3,813 1,906
Write-off of straight-line rents 2,887 1,380 2,887
Non-cash stock-based compensation 970 535 3,602 10,930
Loss on extinguishment of debt 501 10,974
Reserve for uncollectible loan receivables 3,211 11
Adjusted EBITDA $43,035 $32401 $120,159  $95,226

The following table is a reconciliation of our cash flows provided by operating activities to EBITDA and Adjusted
EBITDA:

Nine Months Ended
September 30,
2014 2013
(in thousands)
Net cash flows provided by operating activities $ 70,0838 $ 36,395
Interest expense, net 36,488 29,598
Straight-line rental income, net 3,420 2,998
Rental income from intangible amortization, net 539 1,097
Non-cash stock-based compensation (3,602) (10,930)
(Loss) gain on sale of assets, net (2,458) 26
Loss on impairment (2,341)
Reserve for uncollectible loan and other receivables (3,509) 57
Changes in operating assets and liabilities 4,321 14,201
Non-cash loss on extinguishment of debt (494) (5,161)
Other 401 377
EBITDA 102,853 68,544
Loss on impairment 2,341
Loss (gain) on sale of assets, net 2,458 (26)
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Transaction costs

Write-off of straight-line rents

Non-cash stock-based compensation
Loss on extinguishment of debt

Reserve for uncollectible loan receivables

Adjusted EBITDA

Net cash flow used in investing activities
Net cash flow provided by financing activities
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3,813
1,380
3,602

501
3,211

$ 120,159

$(412,939)
$ 307,921

1,906
2,887
10,930
10,974
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$ 95,226

$(57,008)
$ 14,969
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to various market risks, including potential losses arising from adverse changes in interest rates.
Interest rates are highly sensitive to many factors, including governmental monetary policies, domestic and global
economic and political conditions, and other factors which are beyond our control.

As of September 30, 2014, $175.0 million of our consolidated borrowings bore interest at variable rates (representing
borrowing under our Credit Facility). We do not currently use interest rate hedging contracts, including swaps, caps
and floors, to manage our interest rate risk. If interest rates increased by 100 basis points and assuming we had
outstanding balances of $175.0 million on our variable rate indebtedness during the quarter ended September 30,
2014, our interest expense would have increased by $0.4 million for the quarter ended September 30, 2014. The
Company believes that it has effectively managed interest rate exposure because, as of September 30, 2014, 79% of
the Company s indebtedness was fixed rate debt.

Item4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures of AVIV. Under the supervision of and with the participation of
AVIV s management, including its Chief Executive Officer and its Chief Financial Officer, AVIV evaluated the
effectiveness of its disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Exchange
Act) as of the end of the period covered by this Quarterly Report on Form 10-Q. Based on this evaluation, the Chief
Executive Officer and the Chief Financial Officer of AVIV have concluded that AVIV s disclosure controls and
procedures were effective as of September 30, 2014 to provide reasonable assurance that information required to be
disclosed by AVIV in the reports that it files or submits under the Exchange Act is recorded, processed, summarized
and reported, within the time periods specified in the SEC s rules and forms, and is accumulated and communicated to
AVIV s management, including the Chief Executive Officer and the Chief Financial Officer, as appropriate to allow
timely decisions regarding required disclosure.

Changes in Internal Control over Financial Reporting of AVIV. During the quarter ended September 30, 2014,
there have been no changes in AVIV s internal control over financial reporting that have materially affected, or are
reasonably likely to materially affect, its internal control over financial reporting.

Evaluation of Disclosure Controls and Procedures of the Partnership. Under the supervision of and with the
participation of the Partnership s management, including the Chief Executive Officer and the Chief Financial Officer
of AVIV, the general partner of the Partnership, the Partnership evaluated the effectiveness of its disclosure controls
and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act) as of the end of the period covered
by this Quarterly Report on Form 10-Q. Based on this evaluation, the Chief Executive Officer and the Chief Financial
Officer of AVIV have concluded that the Partnership s disclosure controls and procedures were effective as of
September 30, 2014 to provide reasonable assurance that information required to be disclosed by the Partnership in
the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported, within the
time periods specified in the SEC s rules and forms, and is accumulated and communicated to the Partnership s
management, including the Chief Executive Officer and the Chief Financial Officer of AVIV, as appropriate to allow
timely decisions regarding required disclosure.

Changes in Internal Control over Financial Reporting of the Partnership. During the quarter ended
September 30, 2014, there have been no changes in the Partnership s internal control over financial reporting that have
materially affected, or are reasonably likely to materially affect, its internal control over financial reporting.

PART II. OTHER INFORMATION
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Item 1. LEGAL PROCEEDINGS

The Company is involved in various unresolved legal actions and proceedings, which arise in the normal course of our
business. Although the outcome of a particular proceeding can never be predicted, we do not believe that the result of
any of these matters will have a material adverse effect on our business, operating results, liquidity, or financial
position.

Item 1A. RISK FACTORS
There have been no material changes to the risk factors disclosed in our Annual Report on Form 10-K for the year

ended December 31, 2013, as supplemented by our Quarterly Report on Form 10-Q for the quarter ended March 31,
2014.
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Item 6. EXHIBITS.
The Exhibit Index is incorporated by reference herein.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, each
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

October 31, 2014

October 31, 2014

Table of Contents

AVIV REIT, INC.

By: /s/ Donna M. O Neill

Name: Donna M. O Neill

Title: Chief Information and Accounting Officer

(principal accounting officer)

AVIV HEALTHCARE PROPERTIES LIMITED
PARTNERSHIP

By: Aviv REIT, Inc., its general partner

By: /s/ Donna M. O Neill
Name: Donna M. O Neill
Title: Chief Information and Accounting Officer

(principal accounting officer)
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EXHIBIT INDEX

Seventh Supplemental Indenture, dated as of September 30, 2014, among Aviv Healthcare Properties
Limited Partnership and Aviv Healthcare Capital Corporation, as Issuers, the Guarantors named therein, as
Guarantors, and The Bank of New York Mellon Trust Company, N.A., as Trustee.

Second Supplemental Indenture, dated as of September 30, 2014, among Aviv Healthcare Properties Limited
Partnership and Aviv Healthcare Capital Corporation, as Issuers, the Guarantors named therein, as
Guarantors, and The Bank of New York Mellon Trust Company, N.A., as Trustee.

Subsidiary Guarantor Joinder Agreement, dated as of September 29, 2014, by and between Washington
Idaho Property, L.L.C., as Subsidiary and Bank of America, N.A., as Administrative Agent under the Credit
Agreement.

Subsidiary Guarantor Joinder Agreement, dated as of September 29, 2014, by and between St. Joseph
Missouri Property, L.L.C., as Subsidiary and Bank of America, N.A., as Administrative Agent under the
Credit Agreement.

Certification of Chief Executive Officer of Aviv REIT, Inc. pursuant to Rule 13a-14(a)/15d-14(a), as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer and Treasurer of Aviv REIT, Inc. pursuant to Rule
13a-14(a)/15d-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Executive Officer of Aviv REIT, Inc., in its capacity as the general partner of Aviv
Healthcare Properties Limited Partnership, pursuant to Rule 13a-14(a)/15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer and Treasurer of Aviv REIT, Inc., in its capacity as the general
partner of Aviv Healthcare Properties Limited Partnership, pursuant to Rule 13a-14(a)/15d-14(a), as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Joint Certification of Principal Executive and Financial Officers of Aviv REIT, Inc. pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Joint Certification of Principal Executive and Financial Officers of Aviv REIT, Inc., in its capacity as the
general partner of Aviv Healthcare Properties Limited Partnership, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Sections of this Quarterly Report on Form 10-Q for the three and nine months ended September 30, 2014,
formatted in XBRL (eXtensible Business Reporting Language): (i) Unaudited Consolidated Balance Sheets
for each of Aviv REIT, Inc. and Aviv Healthcare Properties Limited Partnership; (ii) Unaudited
Consolidated Statements of Operations for each of Aviv REIT, Inc. and Aviv Healthcare Properties Limited
Partnership; (iii) Unaudited Consolidated Statement of Changes in Equity for Aviv REIT, Inc. and Unaudited
Consolidated Statement of Changes in Partners Capital for Aviv Healthcare Properties Limited Partnership;
(iv) Unaudited Consolidated Statements of Cash Flows for each of Aviv REIT, Inc. and Aviv Healthcare
Properties Limited Partnership; and (v) Notes to Unaudited Consolidated Financial Statements.
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