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PARTI. FINANCIAL INFORMATION
Item 1. Financial Statements

BROOKDALE SENIOR LIVING INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except stock amounts)

Assets

Current assets

Cash and cash equivalents

Cash and escrow deposits — restricted
Accounts receivable, net

Deferred tax asset

Prepaid expenses and other current assets, net
Total current assets

Property, plant and equipment and leasehold intangibles, net
Cash and escrow deposits — restricted
Investment in unconsolidated ventures
Goodwill

Other intangible assets, net

Other assets, net

Total assets

Liabilities and Equity

Current liabilities

Current portion of long-term debt

Current portion of capital and financing lease obligations
Trade accounts payable

Accrued expenses

Refundable entrance fees and deferred revenue
Tenant security deposits

Total current liabilities

Long-term debt, less current portion

Capital and financing lease obligations, less current portion
Line of credit

Deferred entrance fee revenue

Deferred liabilities

Deferred tax liability

Other liabilities

Total liabilities

Preferred stock, $0.01 par value, 50,000,000 shares authorized at September 30, 2014 and

December 31, 2013; no shares issued and outstanding

Common stock, $0.01 par value, 400,000,000 and 200,000,000 shares authorized at
September 30, 2014 and December 31, 2013, respectively; 189,432,048 and 130,155,012
shares issued and 187,003,647 and 127,726,611 shares outstanding (including 3,593,958

and 3,372,937 unvested restricted shares), respectively
Additional paid-in-capital

September
30,

2014
(Unaudited)

$238,324
71,978
129,491
64,627
194,267
698,687
8,573,558
108,152
312,192
743,220
157,100
204,805

December
31,
2013

$58,511
38,191
104,262
17,643
76,255
294,862
3,895,475
57,611
44,103
109,553
158,757
177,396

$10,797,714 $4,737,757

$414,956
54,545
62,344
428,799
99,529
4,946
1,065,119
3,313,108
2,632,420
5,722
245,675
331,132
221,325
7,814,501

1,870
4,028,831

$168,592
33,362
65,840
209,479
388,400
5,171
870,844
2,138,162
266,462
30,000
86,862
154,870
81,299
88,321
3,716,820

1,277
2,025,471
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Treasury stock, at cost; 2,428,401 shares at September 30, 2014 and December 31, 2013 (46,800 ) (46,800 )

Accumulated deficit (1,001,467 ) (959,011 )
Total Brookdale Senior Living Inc. stockholders' equity 2,982,434 1,020,937
Noncontrolling interest 779 —

Total equity 2,983,213 1,020,937
Total liabilities and equity $10,797,714 $4,737,757

See accompanying notes to condensed consolidated financial statements.
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BROOKDALE SENIOR LIVING INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited, in thousands, except per share data)

Revenue

Resident fees

Management fees

Reimbursed costs incurred on behalf of managed communities
Total revenue

Expense

Facility operating expense (excluding depreciation and
amortization of $169,855, $60,896, $296,583 and $177,595,
respectively)

General and administrative expense (including non-cash
stock-based compensation expense of $7,869, $6,894, $23,170
and $20,776, respectively)

Transaction costs

Facility lease expense

Depreciation and amortization

Asset impairment

Costs incurred on behalf of managed communities

Total operating expense

(Loss) income from operations

Interest income

Interest expense:

Debt

Capital and financing lease obligations

Amortization of deferred financing costs and debt premium
(discount)

Change in fair value of derivatives

Loss on extinguishment of debt

Equity in (loss) earnings of unconsolidated ventures

Other non-operating income

(Loss) income before income taxes

Benefit (provision) for income taxes

Net loss

Net loss attributable to noncontrolling interest

Net loss attributable to Brookdale Senior Living Inc. common
stockholders

Basic and diluted net loss per share attributable to Brookdale
Senior Living Inc. common stockholders

Weighted average shares used in computing basic and diluted net

loss per share

Three Months Ended
September 30,
2014 2013

$955,512  $631,144
10,428 7,622
117,995 90,233
1,083,935 728,999

637,084 420,579

90,020 45,824
41,572 —
91,462 69,232
178,999 68,644
— 504
117,995 90,233
1,157,132 695,016
(73,197 ) 33,983

392 472

(38,452 ) (23,467

(40,916 ) (6,175
189 (4,100
(10 ) (1,377
(569 ) (53
(1,246 ) 431
700 279

(153,109 ) (7
116,073 (960
(37,036 ) (967
174 —

$(36,862 ) $(967

$(0.23 ) $(0.01

159,003 124,128

Nine Months Ended
September 30,
2014 2013
$2,259,339 $1,876,452
25,319 22,975
294,945 258,306
2,579,603 2,157,733
1,502,369 1,249,609
181,693 138,470
59,224 —
231,361 207,028
320,403 200,557
— 2,658
294,945 258,306
2,589,995 2,056,628
(10,392 ) 101,105
998 1,027
) (85,898 ) (71,291
) (53,125 ) (19,165
) (7,907 ) (13,017
) (2,179 ) 594
) (3,766 ) (946
913 991
4,621 1,365
) (156,735 ) 663
) 114,105 (3,272
) (42,630 ) (2,609
174 —
) $(42,456 ) $(2,609
) $(0.31 ) $(0.02
136,306 123,457
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See accompanying notes to condensed consolidated financial statements.
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BROOKDALE SENIOR LIVING INC.
CONDENSED CONSOLIDATED STATEMENT OF EQUITY
(Unaudited, in thousands)

Common Stock
Additional
Paid-In- Treasury Accumulated Stockholders' Noncontrollfirgal

Shares ~ Amount Capital Stock Deficit Equity Interest  Equity
Balances at
January 1, 2014 127,727 $1,277 $2,025,471 $(46,800) $(959,011 ) $1,020,937 $ — $1,020,937
Establishment of
noncontrolling
interest in
Emeritus
acquisition — — — — — — 953 953
Compensation
expense related to
restricted stock
grants — — 23,170 — — 23,170 — 23,170
Net loss — — — — 42,456 ) (42456 ) (174 ) (42,630 )
Common stock
issued in
connection with
Emeritus
acquisition 47,584 476 1,648,306 — — 1,648,782 — 1,648,782
Issuance of
common stock
from equity
offering, net 10,299 103 330,302 — — 330,405 — 330,405
Issuance of
common stock
under Associate

Stock Purchase

Plan 45 — 1,323 — — 1,323 — 1,323
Restricted stock,

net 1,349 14 (14 ) — — — — —

Other — — 273 — — 273 — 273
Balances at

September 30,

2014 187,004 $1,870 $4,028,831 $(46,800) $(1,001,467) $2,982,434 $ 779 $2,983,213

See accompanying notes to condensed consolidated financial statements.
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BROOKDALE SENIOR LIVING INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited, in thousands)

Cash Flows from Operating Activities

Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:
Loss on extinguishment of debt

Depreciation and amortization, net

Asset impairment

Equity in earnings of unconsolidated ventures
Distributions from unconsolidated ventures from cumulative share of net earnings
Amortization of deferred gain

Amortization of entrance fees

Proceeds from deferred entrance fee revenue
Deferred income tax benefit

Change in deferred lease liability

Change in fair value of derivatives

Loss (gain) on sale of assets

Non-cash stock-based compensation

Non-cash interest expense on financing leases
Amortization of (above) below market rents, net
Changes in operating assets and liabilities:
Accounts receivable, net

Prepaid expenses and other assets, net

Accounts payable and accrued expenses

Tenant refundable fees and security deposits
Deferred revenue

Net cash provided by operating activities

Cash Flows from Investing Activities

Decrease (increase) in lease security deposits and lease acquisition deposits, net
Decrease in cash and escrow deposits — restricted

Additions to property, plant and equipment and leasehold intangibles, net
Acquisition of assets, net of related payables and cash received
Acquisition of Emeritus Corporation, cash acquired

Payments on notes receivable, net

Investment in unconsolidated ventures

Distributions received from unconsolidated ventures

Proceeds from sale of assets, net

Net cash used in investing activities

Cash Flows from Financing Activities

Proceeds from debt

Repayment of debt and capital and financing lease obligations
Proceeds from line of credit

Repayment of line of credit

Nine Months Ended
September 30,

2014

2013

$(42,630 ) $(2,609 )

3,766
328,310
(913 )
1,210
3,279 )
(20,506 )
30,129
(116,164)
2,400
2,179
315
23,170
5,947
1,377 )

25,086

(68,046 )
(7,094 )
(1,151 )
4,504 )
156,848

3,260
14,640
(212,533)
(39,818 )
28,429
2,713
(25,532 )
12,057

(216,784)

226,510
(274,381)
242,000
(272,000)

946
213,574
2,658
(991 )
2,089
(3,279 )
(21,178 )
30,584
2,250
(594 )
876 )
20,776
9,482 )
(2,805 )
20,595
(828 )
(1,755 )
249,075
2,046 )
2,484
(161,522)
(7,394 )
95
17,172 )
100
7,554
(177,901)
597,852
(651,741)
320,000
(355,000)
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Proceeds from public equity offering, net

Payment of financing costs, net of related payables
Refundable entrance fees:

Proceeds from refundable entrance fees

Refunds of entrance fees

Cash portion of loss on extinguishment of debt, net
Payment on lease termination

Purchase of derivatives

Other

Net cash provided by (used in) in financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes to condensed consolidated financial statements.
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330,405 —
(1,020 ) (11,194 )

20,330 29,265
(25,327 ) (24,504 )
(4,101 ) (502 )
3875 ) —

— (2,863 )
1,208 963
239,749 (97,724 )
179,813 (26,550 )
58,511 69,240
$238,324  $42,690

10
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BROOKDALE SENIOR LIVING INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Description of Business

Brookdale Senior Living Inc. ("Brookdale" or the "Company") is the leading operator of senior living communities
throughout the United States. The Company is committed to providing senior living solutions primarily within
properties that are designed, purpose-built and operated to provide the highest quality service, care and living
accommodations for residents. The Company operates independent living, assisted living and dementia-care
communities and continuing care retirement centers ("CCRCs"). Through its ancillary services program, the Company
also offers a range of outpatient therapy, home health, personalized living and hospice services.

2. Summary of Significant Accounting Policies
Basis of Presentation

The accompanying unaudited interim condensed consolidated financial statements have been prepared pursuant to the
rules and regulations of the Securities and Exchange Commission for quarterly reports on Form 10-Q. In the opinion
of management, these financial statements include all adjustments necessary to present fairly the financial position,
results of operations and cash flows of the Company as of September 30, 2014, and for all periods presented. The
condensed consolidated financial statements are prepared on the accrual basis of accounting. All adjustments made
have been of a normal and recurring nature. Certain information and footnote disclosures normally included in annual
financial statements prepared in accordance with generally accepted accounting principles have been condensed or
omitted. The Company believes that the disclosures included are adequate and provide a fair presentation of interim
period results. Interim financial statements are not necessarily indicative of the financial position or operating results
for an entire year. It is suggested that these interim financial statements be read in conjunction with the audited
financial statements and the notes thereto, together with management's discussion and analysis of financial condition
and results of operations, included in the Company's Annual Report on Form 10-K for the fiscal year ended December
31, 2013, as filed with the Securities and Exchange Commission.

The results of communities and companies acquired are included in the consolidated financial statements from the
effective date of the respective acquisition. All significant intercompany balances and transactions have been
eliminated.

Revenue Recognition
Resident Fees

Resident fee revenue is recorded when services are rendered and consists of fees for basic housing, support services
and fees associated with additional services such as personalized health and assisted living care. Residency
agreements are generally for a term of 30 days to one year, with resident fees billed monthly in advance. Revenue for
certain skilled nursing services and ancillary charges is recognized as services are provided and is billed monthly in
arrears.

Entrance Fees
Certain of the Company's communities have residency agreements which require the resident to pay an upfront
entrance fee prior to occupying the community. The non-refundable portion of the entrance fee is recorded as

deferred entrance fee revenue and amortized over the estimated stay of the resident based on an actuarial

11
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valuation. The refundable portion of a resident's entrance fee is generally refundable within a certain number of
months or days following contract termination or upon the sale of the unit. The refundable portion of the fee is not
amortized and included in refundable entrance fees. All refundable amounts due to residents at any time in the future
are classified as current liabilities.

Management Fees
Management fee revenue is recorded as services are provided to the owners of the communities. Revenues are

determined by an agreed upon percentage of gross revenues (as defined).
7
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Reimbursed Costs Incurred on Behalf of Managed Communities

The Company manages certain communities under contracts which provide for payment to the Company of a monthly
management fee plus reimbursement of certain operating expenses. Where the Company is the primary obligor with
respect to any such operating expenses, the Company recognizes revenue when the goods have been delivered or the
service has been rendered and the Company is due reimbursement. Such revenue is included in "reimbursed costs
incurred on behalf of managed communities" on the condensed consolidated statements of operations. The related
costs are included in "costs incurred on behalf of managed communities" on the condensed consolidated statements of
operations.

Purchase Accounting

In determining the allocation of the purchase price of companies and communities to net tangible and identified
intangible assets acquired and liabilities assumed, the Company makes estimates of fair value using information
obtained as a result of pre-acquisition due diligence, marketing, leasing activities and/or independent appraisals. The
Company allocates the purchase price of communities based on their fair values in accordance with the provisions of
Accounting Standards Codification ("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:

Working capital assets acquired and working capital liabilities assumed are valued on a carryover/cost basis which
approximates fair value.

Property, plant and equipment are valued utilizing either a discounted cash flow projection of future revenue and
costs, and capitalization and discount rates using current market conditions or a direct capitalization method. The
Company allocates the fair values of buildings acquired on an as-if-vacant basis and depreciates the building value
over the estimated remaining life of the building, not to exceed 40 years. The Company determines the allocated
values of other fixed assets, such as site improvements and furniture, fixtures and equipment, based upon the
replacement cost and depreciates such value over the assets' estimated remaining useful lives as determined at the
applicable acquisition date. The Company determines the value of land either by considering the sales prices of
similar properties in recent transactions or based on internal analysis of recently acquired and existing comparable
properties within its portfolio.

In connection with a business combination, the Company may assume rights and obligations under certain lease
agreements pursuant to which the Company becomes the lessee of a given property. The Company assumes the lease
classification previously determined by the prior lessee absent a modification in the assumed lease agreement. The
Company assesses assumed operating leases, including ground leases, to determine whether the lease terms are
favorable or unfavorable to the Company given current market conditions on the acquisition date. To the extent the
lease terms are favorable or unfavorable relative to market conditions on the acquisition date, the Company recognizes
an intangible asset or liability at fair value. The Company amortizes any acquired lease-related intangibles to facility
lease expense over the remaining life of the associated lease plus any assumed bargain renewal periods.

The fair value of acquired lease-related intangibles associated with the relationship with the Company's residents, if
any, reflects the estimated value of in-place leases as represented by the cost to obtain residents and an estimated
absorption period to reflect the value of the rent and recovery costs foregone during a reasonable lease-up period as if
the acquired space was vacant. The Company amortizes any acquired in-place lease intangibles to depreciation and
amortization expense over the average remaining length of stay of the residents, which is generally estimated at 12
months.

The Company estimates the fair value of purchase option intangible assets by discounting the difference between the
applicable property's acquisition date fair value and an estimate of its future option price.

13
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The Company estimates the fair value of trade names using a royalty rate methodology and amortizes that value over
the estimated useful life of the trade name.

Management contracts and other acquired contracts are valued at a multiple of management fees and operating income
or are valued utilizing discounted cash flow projections that assume certain future revenues and costs over the
remaining contract term. The assets are then amortized over the estimated term of the agreement.

The Company calculates the fair value of acquired long-term debt by discounting the remaining contractual cash flows
on each instrument at the current market rate for those borrowings, which the Company approximates based on the
rate at which the Company would expect to incur a replacement instrument on the date of acquisition, and recognizes
any fair value adjustments related to long-term debt as effective yield adjustments over the remaining term of the
instrument.

8
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Capital lease assets are valued by the Company as a right-to-use asset. Financing lease assets are valued as if the
Company owns the assets and thus are recorded at fair value. Capital and financing lease obligations are valued based
on the present value of the estimated lease payments applying a discount rate equal to the Company's estimated
incremental borrowing rate at the date of acquisition. Additionally, the valuation of financing lease obligations
reflects a residual value component.

Preacquisition contingencies are valued when considered probable and reasonably estimable, and legal fees are
accrued for in accordance with the Company's existing policy.

A deferred tax asset or liability is recognized at statutory rates for the difference between the book and tax bases of the
acquired assets and liabilities. The tax basis of assets and liabilities in the Emeritus transaction is carried over at
historical values.

The excess of the fair value of liabilities assumed and common stock issued and cash paid over the fair value of
identifiable assets acquired is allocated to goodwill, which is not amortized by the Company.

The critical inputs that are used as a part of the Company's fair value purchase price allocation (excluding working
capital) are Level 3 inputs, with the exception of debt which is valued with Level 2 inputs.

Deferred Financing Costs

Deferred financing costs include fees and costs incurred to obtain long-term debt and are recorded in other assets and
amortized on a straight-line basis, which approximates the effective yield method, over the term of the related debt.
Unamortized deferred financing fees are written-off when debt is retired before the maturity date. Upon the
refinancing of mortgage debt or amendment of the line of credit, unamortized deferred financing fees and additional
financing costs incurred are accounted for in accordance with ASC 470-50, Debt Modifications and Extinguishments.

Fair Value of Financial Instruments

ASC 820 — Fair Value Measurements 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 instruments 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:

Level 1 — Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in active
markets.

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.

Level 3 — Inputs to the valuation methodology are unobservable and significant to the fair value measurement.

Cash and cash equivalents and cash and escrow deposits — restricted are reflected in the accompanying condensed
consolidated balance sheets at amounts considered by management to reasonably approximate fair value due to the
short maturity.

The Company estimates the fair value of its 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 debt with a carrying value of approximately $3.7 billion as of September 30, 2014 and $2.3 billion as of
December 31, 2013. The Company had capital and financing lease obligations with a carrying value of $2.7 billion
and $0.3 billion as of September 30, 2014 and December 31, 2013, respectively. Fair value of the debt and capital and
financing lease obligations approximates carrying value in all periods. The Company's fair value of debt disclosure is
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classified within Level 2 of the valuation hierarchy.
Self-Insurance Liability Accruals

The Company is subject to various legal proceedings and claims that arise in the ordinary course of its business.
Although the Company maintains general liability and professional liability insurance policies for its owned, leased
and managed communities under a master insurance program, the Company's current policies provide for deductibles
for each and every claim. As a result, the Company is, in effect, self-insured for claims that are less than the
deductible amounts. In addition, the Company maintains a large-deductible workers compensation program and a
self-insured employee medical program. Emeritus provided professional liability coverage for approximately one-half
of its operating locations through a wholly owned captive, and the captive did not itself acquire excess professional
liability coverage until October 1, 2013. Consequently, as a result of the Emeritus acquisition, the Company retains
full exposure for professional liability claims incurred at those locations before October 1, 2013 and made prior to
July 31, 2014. The Company reviews the adequacy of its accruals related to these liabilities on an ongoing basis, using
historical claims, actuarial valuations, third party administrator estimates, consultants, advice from legal counsel and
industry data, and adjusts accruals periodically. Estimated costs related to these self-insurance programs are accrued
based on known claims and projected claims incurred but not yet reported. Subsequent changes in actual experience
are monitored and estimates are updated as information is available.

9
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New Accounting Pronouncements

In July 2013, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
2013-11, Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Similar Tax Loss,
or a Tax Credit Carryforward Exists ("ASU 2013-11"). ASU 2013-11 changes the presentation of an unrecognized tax
benefit when a net operating loss carryforward, a similar tax loss, or a tax credit carryforward exists. These changes
require an entity to present an unrecognized tax benefit as a liability in the financial statements if (i) a net operating
loss carryforward, a similar tax loss, or a tax credit carryforward is not available at the reporting date under the tax law
of the applicable jurisdiction to settle any additional income taxes that would result from the disallowance of a tax
position, or (ii) the tax law of the applicable jurisdiction does not require the entity to use, and the entity does not
intend to use, the deferred tax asset to settle any additional income taxes that would result from the disallowance of a
tax position. Otherwise, an unrecognized tax benefit is required to be presented in the financial statements as a
reduction to a deferred tax asset for a net operating loss carryforward, a similar tax loss, or a tax credit carryforward.
The Company adopted the provisions of this update as of January 1, 2014 and incorporated the provisions of this
update to its condensed consolidated financial statements upon adoption. The adoption of this update did not have a
material impact on the Company's financial condition or results of operations.

In April 2014, the FASB issued ASU 2014-08, Reporting Discontinued Operations and Disclosures of Disposals of
Components of an Entity ("ASU 2014-08"). ASU 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 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 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 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 2014-09, Revenue from Contracts with Customers ("ASU 2014-09"). ASU
2014-09 affects any entity that either enters into contracts with customers to transfer goods or services or enters into
contracts for the transfer of nonfinancial assets. Under ASU 2014-09, an entity will recognize revenue when it
transfers promised goods or services to customers in an amount that reflects what it expects in exchange for the goods
or services. ASU 2014-009 is effective for annual periods beginning after December 15, 2016. The Company is
currently evaluating the impact the adoption of ASU 2014-09 will have on the Company's condensed consolidated
financial statements and disclosures.

In August 2014, the FASB issued ASU 2014-15, Disclosure of Uncertainties about an Entity's Ability to Continue as a
Going Concern ("ASU 2014-15"). ASU 2014-15 defines management's responsibility to evaluate whether there is
substantial doubt about an organization's ability to continue as a going concern and to provide related footnote
disclosures. ASU 2014-15 is effective for annual periods ending after December 15, 2016 and interim periods within
annual periods beginning after December 15, 2016. The Company is currently evaluating the impact the adoption of
ASU 2014-15 will have on the Company's condensed consolidated financial statements and disclosures.

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.

3. Earnings Per Share
Basic earnings per share ("EPS") is calculated by dividing net income by the weighted average number of shares of
common stock outstanding. Diluted EPS includes the components of basic EPS and also gives effect to dilutive

common stock equivalents. For purposes of calculating basic and diluted earnings per share, vested restricted stock
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awards are considered outstanding. Under the treasury stock method, diluted EPS reflects the potential dilution that
could occur if securities or other instruments that are convertible into common stock were exercised or could result in
the issuance of common stock. Potentially dilutive common stock equivalents include unvested restricted stock,
restricted stock units and convertible debt instruments and warrants.

During the three and nine months ended September 30, 2014 and 2013, the Company reported a consolidated net loss.
As a result of the net loss, unvested restricted stock and restricted stock unit awards and convertible debt instruments
and warrants were antidilutive for each period and were not included in the computation of diluted weighted average
shares. The weighted average restricted stock and restricted stock unit awards excluded from the calculations of
diluted net loss per share were 3.5 million and 3.6 million for the three months ended September 30, 2014 and 2013,
respectively, and 3.6 million and 4.1 million for the nine months ended September 30, 2014 and 2013, respectively.
10
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As a result of the net loss, the calculation of diluted weighted average shares also excludes the impact of conversion of
the Company's $316.3 million of convertible senior notes. As of September 30, 2014 and 2013, the maximum number
of shares issuable upon conversion of the notes is approximately 13.8 million (after giving effect to additional
make-whole shares issuable upon conversion in connection with the occurrence of certain events); however it is the
Company's current intent and policy to settle the principal amount of the notes in cash upon conversion. The
maximum number of shares issuable upon conversion of the notes in excess of the amount of principal that would be
settled in cash is approximately 3.0 million. In addition, the calculation of diluted weighted average shares excludes
the impact of the exercise of warrants to acquire the Company's common stock. As of September 30, 2014 and 2013,
the number of shares issuable upon exercise of the warrants is approximately 10.8 million.

4. Acquisitions and Other Significant Transactions
Acquisition of Emeritus

On July 31, 2014, the Company completed the merger contemplated by that certain Agreement and Plan of Merger,
dated as of February 20, 2014, by and among Emeritus Corporation, a Washington corporation ("Emeritus"), the
Company, and Broadway Merger Sub Corporation, a Delaware corporation and wholly-owned subsidiary of the
Company, pursuant to which the subsidiary merged with and into Emeritus, with Emeritus continuing as the surviving
corporation and a wholly-owned subsidiary of the Company. For accounting purposes, the merger was accounted for
by the Company as a purchase. The results of Emeritus' operations have been included in the condensed consolidated
financial statements subsequent to that date. Revenue and loss from operations of Emeritus included in the three
months ended September 30, 2014 were $327.7 million and $51.3 million, respectively. Emeritus is a senior living
service provider focused on operating residential style communities throughout the United States. Emeritus' assisted
living and Alzheimer's and dementia care communities provide a residential housing alternative for senior citizens
who need help with the activities of daily living, with an emphasis on assisted living and personal care services. Many
of Emeritus' communities offer independent living alternatives and, to a lesser extent, skilled nursing care. Emeritus
also offers a range of outpatient therapy and home health services in Florida, Arizona and Texas. As of July 31, 2014,
Emeritus owned 182 communities and leased 311 communities.

The aggregate acquisition-date fair value of the merger consideration transferred in the merger was approximately
$3.0 billion which consisted of the issuance of 47.6 million shares of the Company's common stock with a fair value
of approximately $1.6 billion upon the cancellation of all shares of Emeritus' common stock and stock options, as well
as the Company's assumption of approximately $1.4 billion aggregate principal amount of existing mortgage
indebtedness of Emeritus. The fair value of the 47.6 million common shares issued was determined based on the
closing market price of the Company's common shares on July 31, 2014, the effective date of the merger.

As a result of the acquisition of Emeritus, the Company acquired entities that are lessees under operating and capital
leases covering 311 communities, as well as certain other leases such as office leases and leases associated with
Emeritus' Nurse on Call business. The community leases contain customary terms, including assignment and change
of control restrictions, maintenance and capital expenditure obligations, termination provisions and financial
covenants. In connection with the closing of the acquisition, the Company has entered into guarantees of certain of
these leases.

The Company assumed approximately $1.4 billion aggregate principal amount of existing mortgage indebtedness of
Emeritus. The mortgage loans are collateralized by a total of 179 underlying communities, bear interest either at fixed
rates at a weighted average of 6.06% per annum or at variable rates at a weighted average of 5.49% per annum (in
each case, as of July 31, 2014), and had remaining maturities ranging from approximately three months to 33 years.
The mortgage loans contain customary terms including assignment and change of control restrictions, acceleration
provisions and financial covenants. In connection with the closing of the acquisition, the Company has entered into
guarantees of certain of these debt arrangements.
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On June 4, 2013, in Joan Boice et al. v. Emeritus Corporation et al., the Sacramento County Superior Court entered
final judgment in favor of Joan Boice (deceased) and against Emeritus in the amount of $250,000 in compensatory
damages and $23.0 million in punitive damages. Judgment was also entered in favor of Joan Boice's three adult
children for $250,000 and the court awarded the plaintiffs' lawyer over $4.1 million in attorneys' fees. The judgment
accrues interest at prescribed statutory rates. On July 8, 2013, Emeritus filed a Notice of Appeal challenging, among
other things, the excessive nature of the punitive damages award. Emeritus was required to post a bond in connection
with its appeal, and made a cash deposit in the amount of $20.9 million to collateralize the bond. The amount of the
cash deposit and the reserve regarding the judgment have been contemplated in the preliminary purchase price
allocation.

11
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The allocation of the fair values of the assets acquired and liabilities assumed is subject to further adjustment due
primarily to information not readily available at the acquisition date. The Company's assessment of the fair values and
the allocation of the purchase price to the identified tangible and intangible assets is its current best estimate of fair
value. The table below presents at the time of this filing a preliminary allocation of purchase price to the assets
acquired and liabilities assumed (in millions):

Preliminary Allocation of Purchase Price

Cash and cash equivalents $28
Property, plant and equipment and leasehold intangibles 5,547
Goodwill 634
Other intangible assets, net 259
Other assets, net 304
Trade accounts payable and accrued expenses (265 )
Long-term debt (1,520)
Capital and financing lease obligations (2,736)
Deferred tax liability (367 )
Other liabilities (234 )
Noncontrolling interest (1 )
Fair value of Brookdale common stock issued $1,649

The goodwill of $634 million is primarily attributable to the synergies expected to arise after the acquisition. The
retirement centers, assisted living and Brookdale Ancillary Services segments were allocated $20 million, $487
million and $127 million, respectively. The goodwill is not deductible for tax purposes.

The following table provides pro forma consolidated operational data as if the Company had acquired Emeritus on
January 1, 2013 (in millions, except share and per share data):

Three Months Ended Nine Months Ended

September 30, September 30,

2014 2013 2014 2013
Total revenue $1,260 $1,221 $3,802 $3,598
Net loss attributable to common shares (34 ) (88 ) (66 ) (312 )

Basic and diluted net loss per share attributable to common shares $(0.19 ) $(0.51 ) $(0.38 ) $(1.82 )

Weighted average shares used in computing basic and diluted net loss
per share (in thousands) 175,037 171,712 173,258 171,041

The Company incurred $35.6 million and $49.9 million of transaction costs related to the acquisition of Emeritus for
the three months and nine months ended September 30, 2014, respectively. Transaction costs are primarily comprised
of transaction fees and direct acquisition costs, including legal, finance, consulting, and other professional fees. The
pro forma consolidated operational data for the three and nine months ended September 30, 2014 excludes $35.6
million and $49.9 million of transaction costs as a non-recurring pro forma adjustment that was directly attributable to
the acquisition of Emeritus. The pro forma consolidated operational data for the nine months ended September 30,
2013 includes $49.9 million of the transaction costs as a non-recurring pro forma adjustment that was directly
attributable to the acquisition of Emeritus. On August 29, 2014 the Company completed the HCP Transactions (as
described below). The pro forma consolidated operational data reflects the Company's full ownership interests and
previously existing lease terms through the closing of the HCP Transactions on August 29, 2014 and reflects the
Company's subsequent venture interests and amended lease terms for the remainder of the period.
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The pro forma consolidated operational data is ba