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References throughout this document to “Sabra,” “we,” “our,” “ours” and “us” refer to Sabra Health Care REIT, Inc. and its
direct and indirect consolidated subsidiaries and not any other person.
STATEMENT REGARDING FORWARD-LOOKING STATEMENTS
Certain statements in this Annual Report on Form 10-K (this “10-K”) contain “forward-looking” information as that term
is defined by the Private Securities Litigation Reform Act of 1995. Any statements that do not relate to historical or
current facts or matters are forward-looking statements. Examples of forward-looking statements include all
statements regarding our expected future financial position, results of operations, cash flows, liquidity, financing
plans, business strategy, budgets, the expected amounts and timing of dividends and other distributions, projected
expenses and capital expenditures, competitive position, growth opportunities, potential investments, plans and
objectives for future operations, and compliance with and changes in governmental regulations. You can identify
some of the forward-looking statements by the use of forward-looking words such as “anticipate,” “believe,” “plan,”
“estimate,” “expect,” “intend,” “should,” “may” and other similar expressions, although not all forward-looking statements
contain these identifying words.
Our actual results may differ materially from those projected or contemplated by our forward-looking statements as a
result of various factors, including among others, the following:

•our dependence on Genesis Healthcare, Inc. (“Genesis”) and certain wholly owned subsidiaries of Holiday AL HoldingsLP (collectively, “Holiday”) until we are able to further diversify our portfolio;
•our dependence on the operating success of our tenants;
•the significant amount of and our ability to service our indebtedness;

•covenants in our debt agreements that may restrict our ability to pay dividends, make investments, incur additionalindebtedness and refinance indebtedness on favorable terms;
•increases in market interest rates;
•changes in foreign currency exchange rates;
•our ability to raise capital through equity and debt financings;
•the impact of required regulatory approvals of transfers of healthcare properties;

•the effect of increasing healthcare regulation and enforcement on our tenants and the dependence of our tenants onreimbursement from governmental and other third-party payors;
•the relatively illiquid nature of real estate investments;
•competitive conditions in our industry;
•the loss of key management personnel or other employees;
•the impact of litigation and rising insurance costs on the business of our tenants;
•the effect of our tenants declaring bankruptcy or becoming insolvent;

•uninsured or underinsured losses affecting our properties and the possibility of environmental compliance costs andliabilities;

•the ownership limits and anti-takeover defenses in our governing documents and Maryland law, which may restrictchange of control or business combination opportunities;

• the impact of a failure or security breach of information technology in our
operations;

•our ability to find replacement tenants and the impact of unforeseen costs in acquiring new properties;
•our ability to maintain our status as a real estate investment trust (“REIT”);
•changes in tax laws and regulations affecting REITs; and
•compliance with REIT requirements and certain tax and tax regulatory matters related to our status as a REIT.
We urge you to carefully consider these risks and review the additional disclosures we make concerning risks and
other factors that may materially affect the outcome of our forward-looking statements and our future business and
operating results, including those made in Item 1A, “Risk Factors” in this 10-K, as such risk factors may be amended,
supplemented or superseded from time to time by other reports we file with the Securities and Exchange Commission
(“SEC”), including subsequent Annual Reports on Form 10-K and Quarterly Reports on Form 10-Q. We caution you
that any forward-looking statements made in this 10-K are not guarantees of future performance, events or results, and
you should not place undue reliance on these forward-looking statements, which speak only as of the date of this

Edgar Filing: Sabra Health Care REIT, Inc. - Form 10-K

5



report. We do not intend, and we undertake no obligation, to update any forward-looking information to reflect events
or circumstances after the date of this 10-K or to reflect the occurrence of unanticipated events, unless required by law
to do so.
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TENANT AND BORROWER INFORMATION

This 10-K includes information regarding certain of our tenants that lease properties from us and our borrowers, most
of which are not subject to SEC reporting requirements. Genesis is subject to the reporting requirements of the SEC
and is required to file with the SEC annual reports containing audited financial information and quarterly reports
containing unaudited financial information. The information related to our tenants and borrowers that is provided in
this 10-K has been provided by, or derived solely from information provided by, such tenants and borrowers. We have
not independently verified this information. We have no reason to believe that such information is inaccurate in any
material respect. We are providing this data for informational purposes only. Genesis's filings with the SEC can be
found at www.sec.gov.

3
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PART I

ITEM 1. BUSINESS
Overview
We operate as a self-administered, self-managed REIT that, through our subsidiaries, owns and invests in real estate
serving the healthcare industry. Our primary business consists of acquiring, financing and owning real estate property
to be leased to third party tenants in the healthcare sector. We primarily generate revenues by leasing properties to
tenants and operators throughout the United States and Canada.
As of December 31, 2016, our investment portfolio consisted of 183 real estate properties held for investment
(consisting of (i) 97 skilled nursing/transitional care facilities, (ii) 85 senior housing facilities, and (iii) one acute care
hospital), 10 investments in loans receivable (consisting of (i) four mortgage loans, (ii) one construction loan, (iii) one
mezzanine loan, (iv) three pre-development loans and (v) one debtor-in-possession ("DIP") loan) and 12 preferred
equity investments. Included in the 183 real estate properties held for investment are facilities operated by third-party
property managers pursuant to property management agreements (“Managed Properties”). As of December 31, 2016,
Managed Properties consisted of two 100% owned senior housing facilities. As of December 31, 2016, our real estate
properties held for investment had a total of 18,878 beds/units, spread across the United States and Canada. As of
December 31, 2016, nearly all of our real estate properties were leased under triple-net operating leases with
expirations ranging from four to 16 years.
We expect to continue to grow our portfolio primarily through the acquisition of assisted living, independent living
and memory care facilities in the U.S. and Canada and with a secondary focus on acquiring skilled nursing/transitional
care facilities in the U.S. We have and will continue to opportunistically acquire other types of healthcare real estate,
originate financing secured directly or indirectly by healthcare facilities and invest in the development of senior
housing and skilled nursing/transitional care facilities. We also expect to expand our portfolio through the
development of purpose-built healthcare facilities through pipeline agreements and other arrangements with select
developers. We further expect to work with existing operators to identify strategic development opportunities. These
opportunities may involve replacing or renovating facilities in our portfolio that may have become less competitive
and new development opportunities that present attractive risk-adjusted returns. In addition to pursuing acquisitions
with triple-net leases, we expect to continue to pursue other forms of investment, including investments in third-party
managed senior housing facilities, mezzanine and secured debt investments, and joint ventures for senior housing and
skilled nursing/transitional care facilities.
In general, we originate loans and make preferred equity investments when an attractive investment opportunity is
presented and either (a) the property is in or near the development phase or (b) the development of the property is
completed but the operations of the facility are not yet stabilized. A key component of our strategy related to loan
originations and preferred equity investments is our having the option to purchase the underlying real estate that is
owned by our borrowers (and that directly or indirectly secures our loan investments) or by the entity in which we
have an investment. These options become exercisable upon the occurrence of various criteria, such as the passage of
time or the achievement of certain operating goals, and the method to determine the purchase price upon exercise of
the option is set in advance based on the same valuation methods we use to value our investments in healthcare real
estate. This strategy allows us to diversify our revenue streams and build relationships with operators and developers,
and provides us with the option to add new properties to our existing real estate portfolio if we determine that those
properties enhance our investment portfolio and stockholder value at the time the options are exercisable.
We employ a disciplined, opportunistic approach in our healthcare real estate investment strategy by investing in
assets that provide attractive opportunities for dividend growth and appreciation of asset values, while maintaining
balance sheet strength and liquidity, thereby creating long-term stockholder value. As we acquire additional properties
and expand our portfolio, we expect to further diversify by tenant, asset class and geography within the healthcare
sector. We may also achieve our objective of diversifying our portfolio by tenant and asset class through select asset
sales and other arrangements with Genesis and other tenants. We have entered into memoranda of understanding with
Genesis to market for sale 35 skilled nursing facilities and make certain other lease and corporate guarantee
amendments for the remaining 43 facilities leased to Genesis. Upon completion of the sales, these asset sales and
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amendments will have the benefit of reducing our revenue concentration in Genesis and skilled nursing facilities, as
well as strengthening our remaining Genesis-operated portfolio through the lease term extensions and guarantee
enhancements; provided, however that there can be no assurances that we will successfully complete these sales on the
terms or timing contemplated by the memoranda of understanding, or at all, in which event we may not achieve the
anticipated benefits from such sales. Marketing of these 35 facilities is ongoing and is expected to be completed over
the next several quarters.
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We were incorporated on May 10, 2010 as a wholly owned subsidiary of Sun Healthcare Group, Inc. and we
commenced operations on November 15, 2010 following the Company’s separation from Sun Healthcare Group, Inc.
(the “Separation Date”). We elected to be treated as a REIT with the filing of our U.S. federal income tax return for the
taxable year beginning January 1, 2011. We believe that we have been organized and have operated, and we intend to
continue to operate, in a manner to qualify as a REIT.
Our principal executive offices are located at 18500 Von Karman Avenue, Suite 550, Irvine, CA 92612, and our
telephone number is (888) 393-8248. We maintain a website at www.sabrahealth.com. Sabra Health Care REIT, Inc.
files reports with the SEC, including annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”). We will make such filings available free of charge on our
website as soon as reasonably practicable after such information has been filed or furnished with the SEC.
Our Industry
We operate as a REIT that holds investments in income-producing healthcare facilities located in the United States
and Canada. We invest primarily in the United States and Canadian senior housing industry, which includes assisted
living, independent living and memory care facilities, with a secondary focus on the nursing home industry, including
skilled nursing and transitional care facilities. The primary growth drivers of these industries – an aging population and
longer life expectancies – present attractive investment opportunities for us. According to the 2014 National Population
Projections published by the United States Census Bureau, Americans over the age of 75 is projected to be the fastest
growing segment of the population, growing at a compounded annual growth rate of 2.9% over the next five years and
3.6% over the next ten years. According to the same publication, life expectancy is expected to increase to 81.7 years
in 2030 from 79.4 years in 2015. Furthermore, the National Investment Center for Seniors Housing and Care, a
leading industry data provider, estimates that as of the fourth quarter of 2015, only 14.2% of senior housing and
nursing care properties were owned by publicly traded REITs. The highly-fragmented nature of the senior housing and
nursing home industries presents additional investment opportunities.
Demand for senior housing is expected to increase as a result of an aging population and an increase in acuity across
the post-acute landscape. Cost containment measures adopted by the federal government have encouraged patient
treatment in more cost-effective settings, such as skilled nursing facilities. As a result, high acuity patients that
previously would have been treated in long-term acute care hospitals and inpatient rehabilitation facilities are
increasingly being treated in skilled nursing facilities. According to the National Health Expenditure Projections for
2015-2025 published by the Centers for Medicare & Medicaid Services, nursing home expenditures are projected to
grow from approximately $162 billion in 2015 to approximately $276 billion in 2025, representing a compounded
annual growth rate of 5.5%. This focus on high acuity patients in skilled nursing facilities has resulted in the typical
senior housing resident requiring more assistance with activities for daily living, such as assistance with bathing,
grooming, dressing, eating, and medication management; however, many older senior housing facilities were not built
to accommodate a resident who has more needs as well as increased mobility and cognitive issues than in the past.
We believe that these trends will create an emphasis on operators who can effectively adapt their operating model to
accommodate the changing nursing home patient and senior housing resident and will result in increased demand for
purpose-built properties that are complementary to this new system of health care delivery.
Portfolio of Healthcare Investments
We have a geographically diverse portfolio of healthcare investments across the United States and Canada that offer a
range of services including skilled nursing/transitional care, assisted and independent living, mental health and acute
care. As of December 31, 2016, our investment portfolio consisted of 183 real estate properties held for investment,
10 investments in loans receivable and 12 preferred equity investments. Of our 183 properties held for investment as
of December 31, 2016, we owned fee title to 177 properties and title under long-term ground leases for six properties.
Our portfolio consisted of the following types of healthcare facilities as of December 31, 2016:
•Skilled Nursing/Transitional Care Facilities 
•Skilled nursing facilities. Skilled nursing facilities provide services that include daily nursing, therapeutic
rehabilitation, social services, housekeeping, nutrition and administrative services for individuals requiring certain
assistance for activities in daily living. A typical skilled nursing facility includes mostly one and two bed units, each
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equipped with a private or shared bathroom and community dining facilities.
•Mental health facilities. Mental health facilities provide a range of inpatient and outpatient behavioral health services
for adults and children through specialized treatment programs.
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•Transitional care facilities/units. Transitional care facilities/units are licensed nursing facilities or distinct units within
a licensed nursing facility that provide short term, intensive, high acuity nursing and medical services. These facilities
tend to focus on delivering specialized treatment to patients with cardiac, neurological, pulmonary, orthopedic, and
renal conditions.  Length of service is typically 30 days or less with the majority of patients returning to prior living
arrangements and functional abilities. Generally, transitional care facilities/units provide services to Medicare,
managed care and commercial insurance patients.
•Senior Housing Facilities 

•Independent living facilities. Independent living facilities are age-restricted multi-family properties with central dining
facilities that provide services that include security, housekeeping, nutrition and limited laundry services. Our
independent living facilities are designed specifically for independent seniors who are able to live on their own, but
desire the security and conveniences of community living. Independent living facilities typically offer several services
covered under a regular monthly fee.
•Assisted living facilities. Assisted living facilities provide services that include minimal assistance for activities in
daily living and permit residents to maintain some of their privacy and independence as they do not require constant
supervision and assistance. Services bundled within one regular monthly fee usually include three meals per day in a
central dining room, daily housekeeping, laundry, medical reminders and 24-hour availability of assistance with the
activities of daily living, such as eating, dressing and bathing. Professional nursing and healthcare services are usually
available at the facility on call or at regularly scheduled times. Assisted living facilities typically are comprised of one
and two bedroom suites equipped with private bathrooms and efficiency kitchens.
•Memory care facilities. Memory care facilities offer specialized options for seniors with Alzheimer's disease and other
forms of dementia. Purpose built, free-standing memory care facilities offer an attractive alternative for private-pay
residents affected by memory loss in comparison to other accommodations that typically have been provided within a
secured unit of an assisted living or skilled nursing facility. These facilities offer dedicated care and specialized
programming for various conditions relating to memory loss in a secured environment that is typically smaller in scale
and more residential in nature than traditional assisted living facilities. Residents require a higher level of care and
more assistance with activities of daily living than in assisted living facilities. Therefore, these facilities have staff
available 24 hours a day to respond to the unique needs of their residents.
•Continuing care retirement community. Continuing care retirement communities, or CCRCs, provide, as a continuum
of care, the services described above for independent living facilities, assisted living facilities and skilled nursing
facilities in an integrated campus, under long-term contracts with the residents.
•Acute Care Hospital
•Acute care hospitals provide inpatient and outpatient medical care and other related services for surgery, acute
medical conditions or injuries (usually for a short-term illness or condition).

6
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Geographic and Property Type Diversification
The following tables display the distribution of our beds/units and the geographic concentration of our real estate held
for investment by property type and investment as of December 31, 2016 (dollars in thousands):
Distribution of Beds/Units

Total
Number
of 
Properties

Facility Type

Location

Skilled
Nursing /
Transitional
Care

Senior
Housing

Acute
Care
Hospital

Total % of
Total

New Hampshire 16 904 838 — 1,742 9.2 %
Texas 17 485 1,150 70 1,705 9.0
Connecticut 11 1,350 140 — 1,490 7.9
Florida 10 660 619 — 1,279 6.8
Kentucky 14 1,044 68 — 1,112 5.9
Canada 10 — 939 — 939 5.0
Ohio 8 900 — — 900 4.8
Maryland 6 782 68 — 850 4.5
Nebraska 6 400 297 — 697 3.7
Colorado 5 509 132 — 641 3.4
Other (28 states) 80 3,785 3,738 — 7,523 39.8

183 10,819 7,989 70 18,878 100.0%

% of Total beds/units 57.2 % 42.3 % 0.5 % 100.0 %

Geographic Concentration — Property Type

Location
Skilled
Nursing/Transitional
Care

Senior
Housing

Acute
Care
Hospital

Total % of
Total

Texas 4 12 1 17 9.3 %
New Hampshire 10 6 — 16 8.7
Kentucky 13 1 — 14 7.7
Connecticut 9 2 — 11 6.0
Michigan — 10 — 10 5.5
Florida 5 5 — 10 5.5
Canada — 10 — 10 5.5
Ohio 8 — — 8 4.4
Oklahoma 6 1 — 7 3.8
Maryland 5 1 — 6 3.3
Other (28 states) 37 37 — 74 40.3

Total 97 85 1 183 100.0%

% of Total properties 53.0 % 46.4 % 0.6 % 100.0%
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Geographic Concentration — Investment (1)

Location
Total
Number of
Properties

Skilled
Nursing/Transitional
Care

Senior
Housing

Acute
Care
Hospital

Total % of
Total

Texas 17 $ 54,549 $201,264 $61,640 $317,453 13.8 %
Maryland 6 278,569 6,566 — 285,135 12.4
Canada (2) 10 — 149,030 — 149,030 6.5
Connecticut 11 115,833 29,124 — 144,957 6.3
Florida 10 29,418 92,843 — 122,261 5.3
Delaware 4 95,780 — — 95,780 4.2
Nebraska 6 63,088 28,297 — 91,385 4.0
New Hampshire 16 46,839 40,848 — 87,687 3.8
North Carolina 3 9,318 67,272 — 76,590 3.3
Michigan 10 — 74,413 — 74,413 3.2
Other (28 states) 90 349,360 498,294 — 847,654 37.2

Total 183 $ 1,042,754 $1,187,951 $61,640 $2,292,345 100.0%

% of Total investments 45.5 % 51.8 % 2.7 % 100.0 %

(1) Represents the undepreciated book value of our real estate held for investment as of December 31, 2016.
(2) Investment balance in Canada is based on the exchange rate as of December 31, 2016 of $0.7440 per CAD $1.00.

Loans Receivable and Other Investments
As of December 31, 2016 and 2015, the Company’s loans receivable and other investments consisted of the following
(dollars in thousands):

December 31,
2016

Investment

Quantity
as of
December
31,
2016

Facility Type

Principal
Balance
as of
December
31, 2016
(1)

Book
Value as
of
December
31, 2016

Book
Value as
of
December
31, 2015

Weighted
Average
Contractual
Interest
Rate /
Rate
of
Return

Weighted
Average
Annualized
Effective
Interest
Rate /
Rate of
Return

Maturity Date
as of December
31, 2016

Loans Receivable:

Mortgage 4 Skilled Nursing /
Senior Housing $ 38,231 $38,262 $166,277 9.1 % 8.9 % 11/07/16 -

04/30/18
Construction 1 Senior Housing 795 842 75,201 8.0 % 7.7 % 03/31/21
Mezzanine 1 Senior Housing 9,640 9,656 15,613 11.0% 10.8 % 08/31/17

Pre-development 3 Senior Housing 4,005 4,023 3,768 9.0 % 7.7 % 01/28/17 -
09/09/17

Debtor-in-possession 1 Acute Care
Hospital 813 813 13,625 5.0 % 5.0 % N/A

10 53,484 53,596 274,484 9.3 % 9.1 %

Loan loss reserve — (2,750 ) (4,300 )
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53,484 50,846 270,184

Other Investments:

Preferred Equity 12
Skilled
Nursing/Senior
Housing

44,882 45,190 29,993 12.9% 12.9 % N/A

Total 22 $ 98,366 $96,036 $300,177 10.9% 10.8 %

(1) Principal balance includes amounts funded and accrued unpaid interest / preferred return and excludes capitalizable
fees.
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Significant Credit Concentrations
The following table provides information regarding relationships that represent more than 10% of our annualized
revenues as of December 31, 2016:

Tenant Number of
Investments

% of Total
Investments (1)

% of
Annualized
Revenues

Genesis Healthcare, Inc. 78 20.6 % 32.3 %
Holiday AL Holdings LP 21 22.7 16.2
NMS Healthcare 5 11.7 12.4

(1) Total investments consists of gross real estate investment balance, preferred equity investments, loans receivable
investments plus capitalized origination fees net of loan loss reserves.
See “Risk Factors—Risks Related to Tenant Concentration” in Part I, Item 1A of this 10-K and “Management’s Discussion
and Analysis of Financial Condition and Results of Operations—Concentration of Credit Risk” in Part I, Item 7 for
additional information, including risks and uncertainties, regarding our significant tenant concentration.
Investment Financing Strategy
We intend to invest in additional healthcare properties as suitable opportunities arise and adequate sources of
financing are available. We expect that future investments in properties, including any improvements or renovations
of current or newly-acquired properties, will depend on and will be financed, in whole or in part, by our existing cash,
borrowings available to us under our Revolving Credit Facility (as defined below), future borrowings or the proceeds
from issuances of common stock, preferred stock, debt or other securities. In addition, we may seek financing from
U.S. government agencies, including through Fannie Mae and the U.S. Department of Housing and Urban
Development (“HUD”), in appropriate circumstances in connection with acquisitions. We also use derivative
instruments in the normal course of business to mitigate interest rate and foreign currency risk.
Competitive Strengths
We believe the following competitive strengths contribute significantly to our success:
Geographically Diverse and Stable Property Portfolio
Our portfolio of 183 properties held for investment as of December 31, 2016, comprising 18,878 beds/units, is broadly
diversified by location across the United States and Canada. Our properties in any one state or province did not
account for more than 10% of our total beds/units as of December 31, 2016. Our geographic diversification will limit
the effect of a decline in any one regional market on our overall performance. The annual occupancy percentages of
our stabilized properties remained stable over the last three fiscal years at between 88.2% and 87.8% for our skilled
nursing/transitional care facilities and between 89.4% and 89.1% for our senior housing facilities. We have also been
able to diversify through acquisitions the extent to which our revenues are dependent on our tenants’, borrowers’, and
equity investees' revenue from federal, state and local government reimbursement programs. Based on the information
provided to us by our tenants and borrowers, which information is provided quarterly in arrears, on an annualized
basis as of December 31, 2016, 49.8% of our tenants’, borrowers’, and equity investees' revenue was from federal, state
and local government reimbursement programs.
Long-Term, Triple-Net Lease Structure
Nearly all our real estate properties held for investment are leased under triple-net operating leases with expirations
ranging from four to 16 years, pursuant to which the tenants are responsible for all facility maintenance, insurance
required in connection with the leased properties and the business conducted on the leased properties, taxes levied on
or with respect to the leased properties and all utilities and other services necessary or appropriate for the leased
properties and the business conducted on the leased properties. As of December 31, 2016, the leases had a
weighted-average remaining term of over nine years. We retain substantially all of the risks and benefits of ownership
of the real estate assets leased to tenants. In addition, we may receive additional security under these operating leases
in the form of letters of credit and security deposits from the lessee or guarantees from the parent of the lessee or other
parties related to the lessee. Security deposits received in cash related to tenant leases are included in accounts payable
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and accrued liabilities in the accompanying consolidated balance sheets and totaled $2.7 million and $1.3 million as
of December 31, 2016 and 2015, respectively.
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Strong Relationships with Operators
The members of our management team have developed an extensive network of relationships with qualified local,
regional and national operators of skilled nursing and senior housing facilities across the United States and Canada.
This extensive network has been built by our management team through over 25 years of operating experience,
involvement in industry trade organizations and the development of banking relationships and investor relations
within the skilled nursing and senior housing industries. We work collaboratively with our operators to help them
achieve their growth and business objectives. We believe these strong relationships with operators help us to source
investment opportunities.
Our relationships with operators include pipeline agreements that we have entered into with certain operators that
provide for the acquisition of, and interim capital commitments for, various health care facilities. These pipeline
agreements, together with repeat transactions with other operators, help support our future growth potential by
providing additional investment opportunities with lower acquisition pursuit costs than would be required for
investments with new operators.
Ability to Identify Talented Operators
As a result of our management team’s operating experience, network of relationships and industry insight, we have
been able and expect to continue to be able to identify qualified local, regional and national operators. We seek
operators who possess local market knowledge, demonstrate hands-on management, have proven track records and
emphasize patient care. These operators are often located in secondary markets, which generally have lower costs to
build and favorable demographics as demonstrated by the fact that the percentage of the population over the age of 65
is greater in the markets where we have invested than in the U.S. as a whole. We believe our management team’s
experience gives us a key competitive advantage in objectively evaluating an operator’s financial position, emphasis on
care and operating efficiency.
Significant Experience in Proactive Asset Management
The members of our management team have significant experience developing systems to collect and evaluate data
relating to the underlying operational and financial success of healthcare companies and healthcare-related real estate
assets. We are able to utilize this experience and expertise to provide our operators, when requested, with significant
assistance in the areas of marketing, development, facility expansion and strategic planning. We actively monitor the
operating results of our tenants and, when requested, will work closely with our operators to identify and capitalize on
opportunities to improve the operations of our facilities and the overall financial and operating strength of our
operators.
Experienced Management Team
Our management team has extensive healthcare and real estate experience. Richard K. Matros, Chairman, President
and Chief Executive Officer of Sabra, has more than 25 years of experience in the acquisition, development and
disposition of healthcare assets, including nine years at Sun Healthcare Group, Inc. Harold W. Andrews, Jr., Executive
Vice President, Chief Financial Officer and Secretary of Sabra, is a finance professional with more than 15 years of
experience in both the provision of healthcare services and healthcare real estate. Talya Nevo-Hacohen, Executive
Vice President, Chief Investment Officer and Treasurer of Sabra, is a real estate finance executive with more than 20
years of experience in real estate finance, acquisition and development, including three years of experience managing
and implementing the capital markets strategy of an S&P 500 healthcare REIT. Through years of public company
experience, our management team also has extensive experience accessing both debt and equity capital markets to
fund growth and maintain a flexible capital structure.
Flexible UPREIT Structure
We operate through an umbrella partnership, commonly referred to as an UPREIT structure, in which substantially all
of our properties and assets are held by Sabra Health Care Limited Partnership, a Delaware limited partnership (the
"Operating Partnership"), in which we are the sole general partner and our wholly owned subsidiaries are currently the
only limited partners, or by subsidiaries of the Operating Partnership. Conducting business through the Operating
Partnership allows us flexibility in the manner in which we acquire properties. In particular, an UPREIT structure
enables us to acquire additional properties from sellers in exchange for limited partnership units, which may provide
property owners the opportunity to defer the tax consequences that would otherwise arise from a sale of their real
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properties and other assets to us. As a result, this structure allows us to acquire assets more efficiently and may allow
us to acquire assets that the owner would otherwise be unwilling to sell because of tax considerations.
Business Strategies
We pursue business strategies focused on opportunistic acquisitions and property diversification where such
acquisitions meet our investing and financing strategy. We also intend to further develop our relationships with
tenants and healthcare providers with a goal to progressively expand the mixture of tenants managing and operating
our properties.
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The key components of our business strategies include:
Diversify Asset Portfolio
We expect to continue to grow our portfolio primarily through the acquisition of assisted living, independent living
and memory care facilities in the U.S. and Canada and with a secondary focus on acquiring skilled nursing and
transitional care facilities in the U.S. We have and will continue to opportunistically acquire other types of healthcare
real estate, originate financing secured directly or indirectly by healthcare facilities and invest in the development of
senior housing and skilled nursing/transitional care facilities. We may also achieve our objective of diversifying our
portfolio by tenant and asset class through select asset sales and other arrangements with Genesis and other tenants.
Maintain Balance Sheet Strength and Liquidity
We seek to maintain a capital structure that provides the resources and flexibility to support the growth of our
business. As of December 31, 2016, we had approximately $499.5 million in liquidity, consisting of unrestricted cash
and cash equivalents of $25.5 million (excluding joint venture cash and cash equivalents), and available borrowings
under our Revolving Credit Facility of $474.0 million. The Credit Facility (as defined below) also contains an
accordion feature that can increase the total available borrowings to $1.25 billion (from U.S. $745.0 million plus CAD
$125.0 million), subject to terms and conditions.
We intend to maintain a mix of credit facility debt, term loan debt, mortgage debt and unsecured term debt which,
together with our anticipated ability to complete future equity financings, we expect will fund the growth of our
operations. Further, we may opportunistically seek access to U.S. government agency financing, including through
Fannie Mae and HUD, in appropriate circumstances in connection with acquisitions.
Develop New Investment Relationships
We seek to cultivate our relationships with tenants and healthcare providers in order to expand the mix of tenants
operating our properties and, in doing so, to reduce our dependence on any single tenant or operator. We have grown
our investment relationships from one in 2010 to 33 as of December 31, 2016. We expect to continue to develop new
investment relationships as part of our overall strategy to acquire new properties and further diversify our overall
portfolio of healthcare properties.
Capital Source to Underserved Operators
We believe that there is a significant opportunity to be a capital source to healthcare operators through the acquisition
and leasing of healthcare properties that are consistent with our investment and financing strategy, but that, due to size
and other considerations, are not a focus for larger healthcare REITs. We utilize our management team’s operating
experience, network of relationships and industry insight to identify financially strong and growing operators in need
of capital funding for future growth. In appropriate circumstances, we may negotiate with operators to acquire
individual healthcare properties from those operators and then lease those properties back to the operators pursuant to
long-term triple-net leases or refinance new projects.
Strategic Capital Improvements
We intend to continue to support operators by providing capital to them for a variety of purposes, including for capital
expenditures and facility modernization. We expect to structure these investments as either lease amendments that
produce additional rents or as loans that are repaid by operators during the applicable lease term.
Pursue Strategic Development Opportunities
We intend to work with our operators to identify strategic development opportunities. These opportunities may
involve replacing or renovating facilities in our portfolio that may have become less competitive and new
development opportunities that present attractive risk-adjusted returns. In addition to pursuing acquisitions with
triple-net leases, we expect to continue to pursue other forms of investment, including investments in third-party
managed senior housing facilities, mezzanine and secured debt investments, and joint ventures for senior housing and
skilled nursing/transitional care facilities.
 Our Employees
As of December 31, 2016, we employed 14 full-time employees (including our executive officers), none of whom is
subject to a collective bargaining agreement.
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Competition
We compete for real property investments with other REITs, investment companies, private equity and hedge fund
investors, sovereign funds, healthcare operators, lenders and other investors. Some of our competitors are significantly
larger and have greater financial resources and lower costs of capital than we do. Increased competition will make it
more challenging to identify and successfully capitalize on acquisition opportunities that meet our investment
objectives. Our ability to compete is also impacted by national and local economic trends, availability of investment
alternatives, availability and cost of capital, construction and renovation costs, existing laws and regulations, new
legislation and population trends.
In addition, revenues from our properties are dependent on the ability of our tenants and operators to compete with
other healthcare operators. These operators compete on a local and regional basis for residents and patients, and the
operators’ ability to successfully attract and retain residents and patients depends on key factors such as the number of
facilities in the local market, the types of services available, the quality of care, reputation, age and appearance of each
facility and the cost of care in each locality. Private, federal and state payment programs and the effect of other laws
and regulations may also have a significant impact on the ability of our tenants and operators to compete successfully
for residents and patients at the properties.
Government Regulation
Our tenants are subject to extensive and complex federal, state and local healthcare laws and regulations, including
anti-kickback, anti-fraud and abuse provisions codified under the Social Security Act. These provisions prohibit
certain business practices and relationships that might affect the provision and cost of healthcare services reimbursable
under Medicare and Medicaid. Sanctions for violating these anti-kickback, anti-fraud and abuse provisions include
criminal penalties, civil sanctions, fines and possible exclusion from government programs such as Medicare and
Medicaid. If a center is decertified as a Medicare or Medicaid provider by the Centers for Medicare & Medicaid
Services (“CMS”) or a state, the center will not thereafter be reimbursed for caring for residents that are covered by
Medicare and Medicaid, and the center would be forced to care for such residents without being reimbursed or to
transfer such residents.
Most of our tenants’ skilled nursing/transitional care centers, assisted living and mental health centers are licensed
under applicable state law. Most of our skilled nursing/transitional care centers and mental health centers are certified
or approved as providers under the Medicare and Medicaid programs. Some of our assisted living centers are certified
or approved as providers under various state Medicaid and/or Medicaid waiver programs. State and local agencies
survey all skilled nursing centers and some assisted living centers on a regular basis to determine whether such centers
are in compliance with governmental operating and health standards and conditions for participation in government
sponsored third party payor programs. Under certain circumstances, the federal and state agencies have the authority
to take adverse actions against a center or service provider, including the imposition of a monitor, the imposition of
monetary penalties and the decertification of a center or provider from participation in the Medicare and/or
Medicaid/Medicaid waiver programs or licensure revocation. Challenging and appealing notices or allegations of
noncompliance can require significant legal expenses and management attention.
Various states in which our tenants operate our centers have established minimum staffing requirements or may
establish minimum staffing requirements in the future. Failure to comply with such minimum staffing requirements
may result in the imposition of fines or other sanctions. Most states in which our tenants operate have statutes
requiring that prior to the addition or construction of new nursing home beds, to the addition of new services or to
certain capital expenditures in excess of defined levels, the tenant first must obtain a certificate of need, which
certifies that the state has made a determination that a need exists for such new or additional beds, new services or
capital expenditures. The certification process is intended to promote quality healthcare at the lowest possible cost and
to avoid the unnecessary duplication of services, equipment and centers. This certification process can restrict or
prohibit the undertaking of a project or lengthen the period of time required to enlarge or renovate a facility or replace
a tenant.
In addition to the above, those of our tenants who provide services that are paid for by Medicare and Medicaid are
subject to federal and state budgetary cuts and constraints that limit the reimbursement levels available from these
government programs.
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As of December 31, 2016, our subsidiaries owned 17 healthcare facilities (11 skilled nursing/transitional care facilities
and six senior housing facilities) with mortgage loans that are guaranteed by HUD. Those facilities are subject to the
rules and regulations of HUD, including periodic inspections by HUD, although the tenants of those facilities have the
primary responsibility for maintaining the facilities in compliance with HUD’s rules and regulations. The regulatory
agreements entered into by each owner and each operator of the property restrict, among other things, any sale or
other transfer of the property, modification of the lease between the owner and the operator, use of surplus cash from
the property except upon certain conditions, renovations of the property and use of the property other than for a skilled
nursing facility, all without prior HUD approval.
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In addition, as an owner of real property, we are subject to various federal, state and local environmental and health
and safety laws and regulations. These laws and regulations address various matters, including asbestos, fuel oil
management, wastewater discharges, air emissions, medical wastes and hazardous wastes. The costs of complying
with these laws and regulations and the penalties for non-compliance can be substantial. For example, although we do
not operate or manage our properties, we may be held primarily or jointly and severally liable for costs relating to the
investigation and clean up of any property from which there has been a release or threatened release of a regulated
material as well as other affected properties, regardless of whether we knew of or caused the release. In addition to
these costs, which are typically not limited by law or regulation and could exceed the property’s value, we could be
liable for certain other costs, including governmental fines and injuries to persons, property or natural resources. See
“Risk Factors—Risks Relating to Our Business—Environmental compliance costs and liabilities associated with real estate
properties owned by us may materially impair the value of those investments.”
Updates to REIT Rules
The Protecting Americans from Tax Hikes Act of 2015 (the “PATH Act”) was enacted on December 18, 2015 and
contains several provisions pertaining to REIT qualification and taxation, which are briefly summarized below:

•
For taxable years beginning before January 1, 2018, no more than 25% of the value of a REIT's assets may consist of
stock or securities of one or more taxable REIT subsidiaries (“TRSs”). For taxable years beginning after December 31,
2017, the PATH Act reduces this limit to 20%.

•

For purposes of the REIT asset tests, the PATH Act provides that debt instruments issued by publicly offered REITs
will constitute “real estate assets.” However, unless such a debt instrument is secured by a mortgage or otherwise would
have qualified as a real estate asset under prior law, (i) interest income and gain from such a debt instrument is not
qualifying income for purposes of the 75% gross income test and (ii) all such debt instruments may represent no more
than 25% of the value of a REIT's total assets.

•

For taxable years beginning after December 31, 2015, certain obligations secured by a mortgage on both real property
and personal property are treated as a qualifying real estate asset and give rise to qualifying income for purposes of
the 75% gross income test if the fair market value of such personal property does not exceed 15% of the total fair
market value of all such property.

•
A 100% excise tax is imposed on “redetermined TRS service income,” which is income of a TRS attributable to services
provided to, or on behalf of, its associated REIT and which would otherwise be increased on distribution,
apportionment, or allocation under Section 482 of the Code.

•For distributions made in taxable years beginning after December 31, 2014, the preferential dividend rules no longerapply.

•
Additional exceptions to the rules under the Foreign Investment in Real Property Tax Act (“FIRPTA”) were introduced
for non-U.S. persons that constitute “qualified shareholders” (within the meaning of Section 897(k)(3) of the Code) or
“qualified foreign pension funds” (within the meaning of Section 897(l)(2) of the Code).

•After February 16, 2016, the FIRPTA withholding rate under Section 1445 of the Code for dispositions of U.S. realproperty interests was increased from 10% to 15%.

•The PATH Act increases from 5% to 10% the maximum stock ownership of the REIT that a non-U.S. shareholdermay have held to avail itself of the FIRPTA exception for shares regularly traded on an established securities market.

In addition, the IRS issued guidance delaying the imposition of withholding under the Foreign Account Tax
Compliance Act to the gross proceeds from a disposition of property that can produce U.S. source interest or
dividends. Such withholding will apply only to dispositions occurring after December 31, 2018.

ITEM 1A. RISK FACTORS
The following describes the risks and uncertainties that could cause our actual results to differ materially from those
presented in our forward-looking statements. The risks and uncertainties described below are not the only ones we
face but do represent those risks and uncertainties that we believe are material to us. Additional risks and uncertainties
not presently known to us or that we currently deem immaterial may also harm our business.
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Risks Related to Tenant Concentration
We are dependent on Genesis until we further diversify our portfolio, and an event that has a material adverse effect
on Genesis’s business, financial position or results of operations would have a material adverse effect on our business,
financial position or results of operations.
As of December 31, 2016, leases to subsidiaries of Genesis represented 32.3% of our annualized revenues, with
Genesis guaranteeing the obligations under the lease agreements. There can be no assurance that Genesis and its
subsidiaries will have sufficient assets, income and access to financing to enable them to satisfy their payment
obligations under their lease agreements. The inability of Genesis and its subsidiaries to meet their rent obligations
would materially adversely affect our business, financial position or results of operations including our ability to pay
dividends to our stockholders as required to maintain our status as a REIT. The inability of Genesis and its
subsidiaries to satisfy their other obligations under their lease agreements such as the payment of taxes, insurance and
utilities could have a material adverse effect on the condition of the leased properties as well as on our business,
financial position and results of operations. For these reasons, if Genesis were to experience a material adverse effect
on its business, financial position or results of operations, our business, financial position or results of operations
would also be materially adversely affected.
Due to our dependence on rental payments from Genesis and its subsidiaries as a significant source of revenues, we
may be limited in our ability to enforce our rights under these lease agreements or to terminate a lease thereunder.
Failure by Genesis and its subsidiaries to comply with the terms of their lease agreements or to comply with the
healthcare regulations to which the leased properties and Genesis’s operations are subject could require us to find other
lessees for any affected leased properties and there could be a decrease or cessation of rental payments by Genesis and
its subsidiaries. In such event, we may be unable to locate suitable replacement lessees willing to pay similar rental
rates or at all, which would have the effect of reducing our rental revenues.
Holiday may be unable to cover its lease obligations to us and there can be no assurance that its indirect parent,
Holiday AL Holdings LP (the “Guarantor”), will be able to cover any shortfall.
As of December 31, 2016, a lease with Holiday represented 16.2% of our annualized revenues, with the Guarantor
guaranteeing the obligations under this lease. The 21 independent living facilities acquired (the “Holiday Portfolio”)
from Holiday Acquisition Holdings Corp. (“Holiday”) were previously owner-operated by Holiday. As a result, Holiday
did not have a lease expense to cover like the lease expense that is payable to us under the master lease relating to the
Holiday Portfolio. If Holiday is not able to satisfy its obligations to us, we would be entitled, among other remedies, to
use the letter of credit of Holiday then held by us as security for Holiday's performance of its obligations
(approximately $15.1 million as of December 31, 2016) and to seek recourse against the Guarantor under the
Guaranty. The guaranty of master lease (the "Guaranty") executed by the Guarantor in favor of us includes certain
financial covenants of the Guarantor, including maintaining a minimum net worth of $150 million, a minimum fixed
charge coverage ratio of 1.10x and a maximum leverage ratio of 10x (as each term is defined in the Guaranty). As of
December 31, 2016, the Guarantor has guaranteed, or agreed to guarantee, significant lease obligations of various
other of its subsidiaries in addition to its guarantee of Holiday’s obligations to us. In the future, the Guarantor may
execute additional guaranties of the lease obligations of its subsidiaries without limitation. There can be no assurance
that the Guarantor will have the resources necessary to satisfy its obligations to us under the Guaranty in the event that
Holiday fails to satisfy its lease obligations to us in full, which could have a material adverse effect on us.
Risks Relating to Our Business
We are dependent on the operating success of our tenants.
Our tenants’ revenues are primarily driven by occupancy, Medicare and Medicaid reimbursement and private pay rates.
Revenues from government reimbursement have been, and may continue to be, subject to rate cuts and further
pressure from federal and state budgetary cuts and constraints. Overall weak economic conditions in the United States
may adversely affect occupancy rates of healthcare facilities that rely on private pay residents. Our tenants’ expenses
are driven by the costs of labor, food, utilities, taxes, insurance and rent or debt service. In addition, any failure by a
tenant to effectively conduct its operations or to maintain and improve our properties could adversely affect its
business reputation and its ability to attract and retain residents in our properties. To the extent any decrease in
revenues and/or any increase in operating expenses results in our tenants’ not generating enough cash to make
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scheduled lease payments to us, our business, financial position or results of operations could be materially adversely
affected.
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We have substantial indebtedness and the ability to incur significant additional indebtedness.
As of December 31, 2016, we had outstanding indebtedness of $1.2 billion, which consisted of $700.0 million of
senior unsecured notes, including $500.0 million total aggregate principal amount of 5.5% senior unsecured notes due
2021 (the “2021 Notes”) and $200.0 million aggregate principal amount of 5.375% senior notes due 2023 (the “2023
Notes” and, together with the 2021 Notes, the “Senior Notes”), $338.0 million in term loans, $26.0 million outstanding
under our Revolving Credit Facility and aggregate mortgage indebtedness to third parties of $163.6 million on certain
of our properties, and we had $474.0 million available for borrowing under our Revolving Credit Facility. Our high
level of indebtedness may have the following important consequences to us:

•It may become more difficult for us to satisfy our obligations (including ongoing interest payments and, whereapplicable, scheduled amortization payments) with respect to the Senior Notes and our other debt;

•It may limit our ability to obtain additional financing to fund future acquisitions, working capital, capital expendituresor other general corporate requirements;
•It may increase our cost of borrowing;

•It may expose us to the risk of increased interest rates as borrowings under the Revolving Credit Facility are subject tovariable rates of interest;

•We may need to dedicate a substantial portion of our cash flow from operations to the payment of debt service,
thereby limiting our ability to invest in our business;

•It may limit our ability to adjust rapidly to changing market conditions and we may be vulnerable in the event of adownturn in general economic conditions or in the real estate and/or healthcare sectors;
•It may place us at a competitive disadvantage against less leveraged competitors; and
•It may require us to sell assets and properties at an inopportune time.
In addition, the Senior Notes Indentures (as defined below) permit us to incur substantial additional debt, including
secured debt (to which the Senior Notes will be effectively subordinated). If we incur additional debt, the related risks
described above could intensify.
We may be unable to service our indebtedness.
Our ability to make scheduled payments on and to refinance our indebtedness depends on and is subject to our
financial and operating performance, which in turn is affected by general and regional economic, financial,
competitive, business and other factors beyond our control, including the availability of financing in the international
banking and capital markets. Our business may fail to generate sufficient cash flow from operations or future
borrowings may be unavailable to us under our Revolving Credit Facility or from other sources in an amount
sufficient to enable us to service our debt, to refinance our debt or to fund our other liquidity needs. If we are unable to
meet our debt obligations or to fund our other liquidity needs, we will need to restructure or refinance all or a portion
of our debt. We may be unable to refinance any of our debt, including our Credit Facility (as defined below), on
commercially reasonable terms or at all. In particular, our Credit Facility will mature prior to the maturity of the
Senior Notes. If we were unable to make payments or refinance our debt or obtain new financing under these
circumstances, we would have to consider other options, such as asset sales, equity issuances and/or negotiations with
our lenders to restructure the applicable debt. Our Credit Facility and the Senior Notes Indentures restrict, and market
or business conditions may limit, our ability to take some or all of these actions. Any restructuring or refinancing of
our indebtedness could be at higher interest rates and may require us to comply with more onerous covenants that
could further restrict our business operations.
Covenants in our debt agreements restrict our activities and could adversely affect our business.
Our debt agreements, including the Senior Notes Indentures and our Credit Facility, contain various covenants that
limit our ability and the ability of our restricted subsidiaries to engage in various transactions including:
•Incurring additional secured and unsecured debt;
•Paying dividends or making other distributions on, redeeming or repurchasing capital stock;
•Making investments or other restricted payments;
•Entering into transactions with affiliates;
•Issuing stock of or interests in restricted subsidiaries;
•Engaging in non-healthcare related business activities;
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• Creating restrictions on the ability of our restricted subsidiaries to pay dividends or other amounts to
us;

•Selling assets; or
•Effecting a consolidation or merger or selling all or substantially all of our assets.
These covenants limit our operational flexibility and could prevent us from taking advantage of business opportunities
as they arise, growing our business or competing effectively. In addition, our Credit Facility requires us to maintain
specified financial covenants, which include a maximum leverage ratio, a minimum fixed charge coverage ratio and a
minimum tangible net worth ratio, as well as satisfy other financial condition tests. The Senior Notes Indentures
require us to maintain total unencumbered assets of at least 150% of our unsecured indebtedness. Our ability to meet
these requirements may be affected by events beyond our control, and we may not meet these requirements.
A breach of any of the covenants or other provisions in our debt agreements could result in an event of default, which
if not cured or waived, could result in such debt becoming immediately due and payable. This, in turn, could cause our
other debt to become due and payable as a result of cross-acceleration provisions contained in the agreements
governing such other debt. We may be unable to maintain compliance with these covenants and, if we fail to do so, we
may be unable to obtain waivers from the lenders and/or amend the covenants. In the event that some or all of our debt
is accelerated and becomes immediately due and payable, we may not have the funds to repay, or the ability to
refinance, such debt.
 An increase in market interest rates could increase our interest costs on borrowings on our Revolving Credit Facility
and future debt and could adversely affect our stock price.
If interest rates increase, so could our interest costs for borrowings on our Revolving Credit Facility and any new debt.
This increased cost could make the financing of any acquisition more costly. Rising interest rates could limit our
ability to refinance existing debt when it matures or cause us to pay higher interest rates upon refinancing. In addition,
an increase in interest rates could decrease the access third parties have to credit, thereby decreasing the amount they
are willing to pay for our assets, and consequently limit our ability to reposition our portfolio promptly in response to
changes in economic or other conditions.
Our ability to raise capital through equity financings is dependent, in part, on the market price of our common stock,
which depends on market conditions and other factors affecting REITs generally.
Our ability to raise capital through equity financings depends, in part, on the market price of our common stock,
which in turn depends on fluctuating market conditions and other factors including the following:

•The reputation of REITs and attractiveness of their equity securities in comparison with other equity securities,including securities issued by other real estate companies;
•Our financial performance and that of our tenants;
•Concentrations in our investment portfolio by tenant and facility type;

•Concerns about our tenants’ financial condition due to uncertainty regarding reimbursement from governmental andother third-party payor programs;
•Our ability to meet or exceed investor expectations of prospective investment and earnings targets;
•The contents of analyst reports about us and the REIT industry;

•Changes in interest rates on fixed-income securities, which may lead prospective investors to demand a higher annualyield from investments in our common stock;

•
Maintaining or increasing our dividend, which is determined by our board of directors and depends on our financial
position, results of operations, cash flows, capital requirements, debt covenants (which include limits on distributions
by us), applicable law, and other factors as our board of directors deems relevant; and
•Regulatory action and changes in REIT tax laws.
The market value of a REIT’s equity securities is generally based upon the market’s perception of the REIT’s growth
potential and its current and potential future earnings and cash distributions. If we fail to meet the market’s expectation
with regard to future earnings and cash distributions, the market price of our common stock could decline and our
ability to raise capital through equity financings could be materially adversely affected.
We may be adversely affected by fluctuations in foreign currency exchange rates.
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Our ownership of properties in Canada currently subjects us to fluctuations in the exchange rate between U.S. dollars
and Canadian dollars. Although we have pursued hedging alternatives, by borrowing in Canadian dollar denominated
debt and entering into cross currency swaps, to protect against foreign currency fluctuations, no amount of hedging
activity can fully insulate us from the risks associated with changes in foreign currency exchange rates, and the failure
to hedge effectively
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against foreign currency exchange rate risk could materially adversely affect our business, financial position or results
of operations. In addition, any income derived from such hedging transactions may not qualify under the 75% gross
income test or the 95% gross income test that we must satisfy annually in order to qualify and maintain our status as a
REIT.
Required regulatory approvals can delay or prohibit transfers of our healthcare properties, which could result in
periods in which we are unable to receive rent for such properties.
Our tenants are operators of skilled nursing and other healthcare facilities, which operators must be licensed under
applicable state law and, depending upon the type of facility, certified or approved as providers under the Medicare
and/or Medicaid programs. Prior to the transfer of the operations of such healthcare properties to successor operators,
the new operator generally must become licensed under state law and, in certain states, receive change of ownership
approvals under certificate of need laws (which laws provide for a certification that the state has made a determination
that a need exists for the beds located on the applicable property). If applicable, Medicare and Medicaid provider
approvals may be needed as well. In the event that an existing lease is terminated or expires and a new tenant is found,
then any delays in the new tenant receiving regulatory approvals from the applicable federal, state or local government
agencies, or the inability of such tenant to receive such approvals, may prolong the period during which we are unable
to collect the applicable rent. We could also incur substantial additional expenses in connection with any licensing,
receivership or change-of-ownership proceedings.
Our tenants may be adversely affected by increasing healthcare regulation and enforcement.
       Over the last several years, the regulatory environment of the long-term healthcare industry has intensified both in
the amount and type of regulations and in the efforts to enforce those regulations. This is particularly true for large
for-profit, multi-facility providers. The extensive federal, state and local laws and regulations affecting the healthcare
industry include those relating to, among other things, licensure, conduct of operations, ownership of facilities,
addition of facilities and equipment, allowable costs, services, prices for services, qualified beneficiaries, quality of
care, patient rights, fraudulent or abusive behavior, and financial and other arrangements that may be entered into by
healthcare providers. Changes in enforcement policies by federal and state governments have resulted in a significant
increase in the number of inspections, citations of regulatory deficiencies and other regulatory sanctions, including
terminations from the Medicare and Medicaid programs, bars on Medicare and Medicaid payments for new
admissions, civil monetary penalties and even criminal penalties.
       If our tenants fail to comply with the extensive laws, regulations and other requirements applicable to their
businesses and the operation of our properties, they could become ineligible to receive reimbursement from
governmental and private third-party payor programs, face bans on admissions of new patients or residents, suffer
civil or criminal penalties or be required to make significant changes to their operations. Our tenants also could be
forced to expend considerable resources responding to an investigation, lawsuit or other enforcement action under
applicable laws or regulations. In such event, the results of operations and financial condition of our tenants and the
results of operations of our properties operated by those entities could be adversely affected, which, in turn, could
have a material adverse effect on us. We are unable to predict future federal, state and local regulations and
legislation, including the Medicare and Medicaid statutes and regulations, or the intensity of enforcement efforts with
respect to such regulations and legislation, and any changes in the regulatory framework could have a material adverse
effect on our tenants, which, in turn, could have a material adverse effect on us.
Our tenants depend on reimbursement from governmental and other third-party payor programs, and reimbursement
rates from such payors may be reduced.
       Many of our tenants depend on third-party payors, including Medicare, Medicaid or private third-party payors, for
the majority of their revenue. The reduction in reimbursement rates from third-party payors, including insurance
companies and the Medicare and Medicaid programs, or other measures reducing reimbursements for services
provided by our tenants, may result in a reduction in our tenants’ revenues and operating margins. In addition,
reimbursement from private third-party payors may be reduced as a result of retroactive adjustment during claims
settlement processes or as a result of post-payment audits. Furthermore, new laws and regulations could impose
additional limitations on government and private payments to healthcare providers. For example, our tenants may be
affected by health reform initiatives that modify certain payment systems to encourage more cost-effective care and a
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reduction of inefficiencies and waste (e.g. the implementation of a voluntary bundled payment program and the
creation of accountable care organizations). We cannot assure you that adequate reimbursement levels will continue to
be available for the services provided by our tenants.  Although moderate reimbursement rate reductions may not
affect our tenants’ ability to meet their financial obligations to us, significant limits on reimbursement rates or on the
services reimbursed could have a material adverse effect on their business, financial position or results of operations,
which could materially adversely affect their ability to meet their financial obligations to us.

       While reimbursement rates have generally increased over the past few years, President Trump and members of the
U.S. Congress may approve or propose various spending cuts and tax reform initiatives that could result in changes
(including
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substantial reductions in funding) to Medicare, Medicaid or Medicare Advantage Plans. In addition, a number of states
are currently managing budget deficits, which may put pressure on states to decrease reimbursement rates for our
tenants with a goal of decreasing state expenditures under their state Medicaid programs. Any such existing or future
federal or state legislation relating to deficit reduction that reduces reimbursement payments to healthcare providers
could have a material adverse effect on our tenants’ business, financial position or results of operations, which could
materially adversely affect their ability to meet their financial obligations to us and could have a material adverse
effect on us.
We may not be able to sell properties when we desire because real estate investments are relatively illiquid, which
could have a material adverse effect on our business, financial position or results of operations.
Real estate investments generally cannot be sold quickly. In addition, some and potentially substantially all of our
properties serve as collateral for our current and future secured debt obligations and cannot readily be sold unless the
underlying mortgage indebtedness is concurrently repaid. We may not be able to vary our portfolio promptly in
response to changes in the real estate market. A downturn in the real estate market could materially adversely affect
the value of our properties and our ability to sell such properties for acceptable prices or on other acceptable terms.
We also cannot predict the length of time needed to find a willing purchaser and to close the sale of a property or
portfolio of properties. These factors and any others that would impede our ability to respond to adverse changes in
the performance of our properties could have a material adverse effect on our business, financial position or results of
operations.
The tax imposed on REITs engaging in “prohibited transactions” may limit our ability to engage in transactions which
would be treated as sales for federal income tax purposes.
A REIT’s net income from prohibited transactions is subject to a 100% penalty tax. In general, prohibited transactions
are sales or other dispositions of property, other than foreclosure property, held primarily for sale to customers in the
ordinary course of business. Although we do not intend to hold any properties that would be characterized as held for
sale to customers in the ordinary course of our business, unless a sale or disposition qualifies under certain statutory
safe harbors, such characterization is a factual determination and no guarantee can be given that the IRS would agree
with our characterization of our properties or that we will always be able to make use of the available safe harbors.
Real estate is a competitive business and this competition may make it difficult for us to identify and purchase suitable
healthcare properties, to finance acquisitions on favorable terms, or to retain or attract tenants.
We operate in a highly competitive industry and face competition from other REITs, investment companies, private
equity and hedge fund investors, sovereign funds, healthcare operators, lenders and other investors, some of whom are
significantly larger than us and have greater resources and lower costs of capital than we do. This competition makes
it more challenging to identify and successfully capitalize on acquisition opportunities that meet our investment
objectives. Similarly, our properties face competition for tenants from other properties in the same market, which may
affect our ability attract and retain tenants or may reduce the rents we are able to charge. If we cannot identify and
purchase a sufficient quantity of healthcare properties at favorable prices, finance acquisitions on commercially
favorable terms, or attract and retain profitable tenants, our business, financial position or results of operations could
be materially adversely affected.
If we lose our key management personnel, we may not be able to successfully manage our business and achieve our
objectives.
Our success depends in large part upon the leadership and performance of our executive management team,
particularly Mr. Matros, our President and Chief Executive Officer. If we lose the services of Mr. Matros, we may not
be able to successfully manage our business or achieve our business objectives.
We have a limited number of employees and, accordingly, the loss of any one of our employees could harm our
operations.
As of December 31, 2016, we employed 14 full-time employees, including our executive officers. Accordingly, the
impact we may feel from the loss of one of our employees may be greater than the impact such a loss would have on a
larger organization. While it is anticipated that we could find replacements for our personnel, the loss of their services
could harm our operations, at least in the short term.
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Potential litigation and rising insurance costs may affect our tenants’ ability to obtain and maintain adequate liability
and other insurance and their ability to make lease payments and fulfill their insurance and indemnification
obligations to us.
Our tenants may be subject to lawsuits filed by advocacy groups that monitor the quality of care at healthcare facilities
or by patients, facility residents or their families. Significant damage awards are possible in cases where neglect has
been found.
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This litigation has increased our tenants’ costs of monitoring and reporting quality of care and has resulted in increases
in the cost of liability and medical malpractice insurance. These increased costs may materially adversely affect our
tenants’ ability to obtain and maintain adequate liability and other insurance; manage related risk exposures; fulfill
their insurance, indemnification and other obligations to us under their leases; or make lease payments to us. In
addition, from time to time, we may be subject to claims brought against us in lawsuits and other legal proceedings
arising out of our alleged actions or the alleged actions of our tenants for which such tenants may have agreed to
indemnify, defend and hold us harmless. An unfavorable resolution of any such pending or future litigation could
materially adversely affect our liquidity, financial condition and results of operations and have a material adverse
effect on us in the event that we are not ultimately indemnified by our tenants.
We face potential adverse consequences of bankruptcy or insolvency by our tenants, operators, borrowers, managers
and other obligors.
We are exposed to the risk that our tenants could become bankrupt or insolvent. Although our lease agreements
provide us with the right to exercise certain remedies in the event of default on the obligations owing to us or upon the
occurrence of certain insolvency events, the bankruptcy and insolvency laws afford certain rights to a party that has
filed for bankruptcy or reorganization. For example, a lessee may reject its lease with us in a bankruptcy proceeding.
In such a case, our claim against the lessee for unpaid and future rents would be limited by the statutory cap of the
U.S. Bankruptcy Code. This statutory cap could be substantially less than the remaining rent actually owed under the
lease, and any claim we have for unpaid rent might not be paid in full. In addition, a lessee may assert in a bankruptcy
proceeding that its lease should be re-characterized as a financing agreement. If such a claim is successful, our rights
and remedies as a lender, compared to a landlord, are generally more limited.
We may experience uninsured or underinsured losses, which could result in a significant loss of the capital we have
invested in a property, decrease anticipated future revenues or cause us to incur unanticipated expenses.
While our lease agreements require that comprehensive insurance and hazard insurance be maintained by the tenants,
there are certain types of losses, generally of a catastrophic nature, such as earthquakes, hurricanes and floods, that
may be uninsurable or not economically insurable. Insurance coverage may not be sufficient to pay the full current
market value or current replacement cost of a loss. Inflation, changes in building codes and ordinances, environmental
considerations, and other factors also might make it infeasible to use insurance proceeds to replace properties after
they have been damaged or destroyed. Under such circumstances, the insurance proceeds received might not be
adequate to restore the economic position with respect to a damaged property.
Environmental compliance costs and liabilities associated with real estate properties owned by us may materially
impair the value of those investments.
As an owner of real property, we or our subsidiaries are subject to various federal, state and local environmental and
health and safety laws and regulations. Although we do not currently operate or manage our properties, we or our
subsidiaries may be held primarily or jointly and severally liable for costs relating to the investigation and clean-up of
any property where there has been a release or threatened release of a hazardous regulated material as well as other
affected properties, regardless of whether we knew of or caused the release. In addition to these costs, which are
typically not limited by law or regulation and could exceed an affected property’s value, we could be liable for certain
other costs, including governmental fines and injuries to persons, property or natural resources. Further, some
environmental laws provide for the creation of a lien on a contaminated site in favor of the government as security for
damages and any costs the government incurs in connection with such contamination and associated clean-up.
Although we require our operators and tenants to undertake to indemnify us for environmental liabilities they cause,
the amount of such liabilities could exceed the financial ability of the tenant or operator to indemnify us. The presence
of contamination or the failure to remediate contamination may adversely affect our ability to sell or lease the real
estate or to borrow using the real estate as collateral.
An ownership limit and certain anti-takeover defenses could inhibit a change of control of Sabra or reduce the value of
our stock.
Certain provisions of Maryland law and of our charter and bylaws may have an anti-takeover effect. The following
provisions of Maryland law and these governing documents could have the effect of making it more difficult for a
third party to acquire control of Sabra, including certain acquisitions that our stockholders may deem to be in their

Edgar Filing: Sabra Health Care REIT, Inc. - Form 10-K

37



best interests:
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•Our charter contains transfer and ownership restrictions on the percentage by number and value of outstanding sharesof our stock that may be owned or acquired by any stockholder;

•

Our charter permits the issuance of one or more classes or series of preferred stock with rights and preferences to be
determined by the board of directors and permits our board of directors, without stockholder action, to amend the
charter to increase or decrease the aggregate number of authorized shares or the number of shares of any class or
series that we have authority to issue;

•
“Business combination” provisions of Maryland law, subject to certain limitations, impose a moratorium on business
combinations with “interested stockholders” or affiliates thereof for five years and thereafter impose additional
requirements on such business combinations;
•Our bylaws require advance notice of stockholder proposals and director nominations; and
•Our bylaws may be amended only by our board of directors.
We rely on information technology in our operations, and any material failure, inadequacy, interruption or security
failure of that technology could harm our business.
We rely on information technology networks and systems, including the Internet, to process, transmit and store
electronic information, and to manage or support a variety of business processes, including financial transactions and
records, personal identifying information, tenant and lease data. We purchase some of our information technology
from vendors, on whom our systems depend. We rely on commercially available systems, software, tools and
monitoring to provide security for processing, transmission and storage of confidential tenant and other customer
information, such as individually identifiable information, including information relating to financial accounts.
Although we have taken steps to protect the security of our information systems and the data maintained in those
systems, it is possible that our safety and security measures will not be able to prevent the systems' improper
functioning or damage, or the improper access or disclosure of personally identifiable information such as in the event
of cyber-attacks. Security breaches, including physical or electronic break-ins, computer viruses, attacks by hackers
and similar breaches, can create system disruptions, shutdowns or unauthorized disclosure of confidential information.
Any failure to maintain proper function, security and availability of our information systems could interrupt our
operations, damage our reputation, subject us to liability claims or regulatory penalties and could have a material
adverse effect on our business, financial condition and results of operations.
We may be unable to find a replacement tenant for one or more of our leased properties.
We may need to find a replacement tenant for one or more of our leased properties for a variety of reasons, including
upon the expiration of the lease term or the occurrence of a tenant default. During any period in which we are
attempting to locate one or more replacement tenants, there could be a decrease or cessation of rental payments on the
applicable property or properties. We cannot be sure that any of our current or future tenants will elect to renew their
respective leases upon expiration of the terms thereof. Similarly, we cannot be sure that we will be able to locate a
suitable replacement tenant or, if we are successful in locating a replacement tenant, that the rental payments from the
new tenant would not be significantly less than the existing rental payments. Our ability to locate a suitable
replacement tenant may be significantly delayed or limited by various state licensing, receivership, certificate of need
or other laws, as well as by Medicare and Medicaid change-of-ownership rules. We also may incur substantial
additional expenses in connection with any such licensing, receivership or change-of-ownership proceedings. Any
such delays, limitations and expenses could delay or impact our ability to collect rent, obtain possession of leased
properties or otherwise exercise remedies for default, which could materially adversely affect our business, financial
condition and results of operations.
Risks Associated with Our Status as a REIT
Our failure to maintain our qualification as a REIT would subject us to U.S. federal income tax, which could
adversely affect the value of the shares of our common stock and would substantially reduce the cash available for
distribution to our stockholders.
Our qualification and taxation as a REIT will depend upon our ability to meet on a continuing basis, through actual
annual operating results, certain qualification tests set forth in the U.S. federal tax laws. Accordingly, given the
complex nature of the rules governing REITs, the ongoing importance of factual determinations, including the
potential tax treatment of investments we make, and the possibility of future changes in our circumstances, no
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assurance can be given that our actual results of operations for any particular taxable year will satisfy such
requirements.
If we fail to qualify as a REIT in any calendar year, we would be required to pay U.S. federal income tax (and any
applicable state and local tax), including any applicable alternative minimum tax, on our taxable income at regular
corporate rates, and dividends paid to our stockholders would not be deductible by us in computing our taxable
income (although such dividends received by certain non-corporate U.S. taxpayers generally would currently be
subject to a preferential rate of taxation). Further, if we fail to qualify as a REIT, we might need to borrow money or
sell assets in order to pay any resulting
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